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miscomprehension of meaningful public participation and its consequences on effective policy-making
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Abstract: The purpose of this article is to point out how various, apparently insignificant legislation flaws might induce major errors in the comprehension of the true spirit of democratic governance, corrupting the process of citizen participation in policy making and depriving the Romanian public administration of a very powerful and valuable tool.
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1. Public administration reforms and community involvement in democratic societies
In January 2006, through the Governmental Decision 128/2006 (HG 128/2006, Art.10), the Romanian Government assigned the Ministry of Interior and Administrative Reform the Managerial Authority of The Operational Program for the Development of Administrative Capacity, financed by the European Social Fund. As a part of the program, a thorough analysis of the Romanian public administration was conducted; this pointed out two major problems that the system was facing: a. citizens’ distrust and b. failure to identify citizens’ needs (The Operational Program for the Development of the Administrative Capacity, Chapter II). This circular dilemma is not unique to the Romanian public administration: to different degrees, it affects all public administration systems (United Nations, 1997): no matter how high the democratic values and principles of the governance are, systems fail to identify and meet citizens’ needs, consequently, citizens lose their trust in the system and distance themselves from it, making it even more difficult for the public servants to have meaningful interactions with the people whom they are supposed to serve (Mosher, 1982).

Over the last decades, in their attempt to improve the outcomes of public service and offer their citizens a more efficient, accountable, effective and transparent public administration, democratic governments have been engaged in ever more accelerated and intense reforms, reorganizations and restructurings of central and local administration (Elsenhans, 2004; Howarth, 2001; Bryer, 2004), from the new public management model promoted in the UK, New Zealand, Australia, the United States and Canada at the beginning of the 1980s (Osborne, 1993), to the model of the new public service (Denhardt, 2007) or the new governance (De Burca, Scott, 2006), advocated first in the Untied States in the second half of the 1990s, and that today is generating forms even more adapted to the needs of a computerized, interconnected society: the digital/online government, the e-governance or the m-governance. With the rapid development of the information and communication technologies (ICT), the increased computer literacy and easier access to the global communication network – the Internet, more and more people are taking serious interest in better understanding the functioning of governance and in having a say in the process of public policy making and implementation (Bekkers, 2000). ICT has changed the way people perceive their status as citizens of democratic systems. Not only more and more individuals are willing to get involved in the decision-making process and are, in fact, able to contribute with an informed opinion, but – and maybe most important – they have begun to see it as a fundamental citizens’ right in a democracy (Public Act 095-0506), as expressed by a participant in a public meeting: “I believe I have the right to provide input to decisions or actions that affect me, my children and my money!” (International Association for Public Participation). It has been argued (Kerby, 2006) that the basis for transparent, responsible, accountable and sustainable governance is involving the publics at all levels of the decision-making process, by using tools from the fields of dispute resolution, mediation, and communication, and that individuals, businesses, NGOs and communities affected by a decision should participate in identifying the problems and the opportunities, in developing alternatives, and in reaching the final decision. As a consequence, the practice of involving citizens in all levels of the policy process has become a valuable tool for both making sustainable decisions and giving legitimacy to the governance policies (Smith, Taylor, 2000); and there are numerous success stories and best practice examples to provide evidence of how meaningful community engagement set basis for a more effective and more efficient governance (Christensen, Rongerude, 2004; Innes, Booher, 2004). The Romanian public administration has had its part of restructuring and reforms, as well, as the Romanian Government has proved eager to follow the wave of changes at the European and global level. As a result, new laws and regulations have been designed, based on the guidelines of the European Union legislation (Directive 2003/35/EC, 2003). Nevertheless, despite the clear political will and commitment, the Romanian legislation on community participation is not able to truly serve its purpose – there are still several essential elements that hold it back; some pointed out and analyzed as follows.

2. Ambiguous understanding of the basic concepts and aspects of the community involvement phenomenon
A. Meaningful public participation

Be it called community engagement, policy dialog, citizen participation, civil society involvement, or any combination of the above, public participation, as defined by the International Association of Public Participation (International Association for Public Participation), is the process that involves the public in the course of problem solving and decision making, and effectively uses the public input in making the decision. According to Cernea (Cernea, 1985), citizen engagement means empowering people to mobilize their own capacities, be social actors rather than passive subjects, manage the resources, make decisions, and control the activities that affect their lives. Jennings’ definition (Jennings, 2000) narrows the concept of public participation to the use of local knowledge in the design of public policies. Gaunt (Gaunt, 1998) sees in public participation an essential characteristic of democracy which allows for meaningful exchange and sharing of information, discussion, alternative development, and evaluation as basis of public policy development and governmental decision making. Letting aside the differences in approaches, public participation refers to enabling all stakeholders (community members, entrepreneurs, leaders, media, etc.) to meaningfully influence the decisions that could affect their lives. Although the Romanian law agrees with all these ideas and principles (Law 52/2003, Chapter 1, Art.1, Art. 2), and supports wide citizen involvement in decision-making (Law 52/2003, Chapter 1, Art.1, Paragraph 2), when it comes to the actual public debate, the same law states that “interested citizens’ participation to the public meetings is limited to the number of available seats in the conference room; priority is given in accordance with the degree of interest manifested by the different stakeholders and is established by the person in charge of the public meeting” (Law 52/2003, Chapter 2, Art.7, Paragraph 3), that “the person in charge of the public meeting will offer the invited guests and the other participants the possibility to express their opinions about the problems on the meeting agenda” (Law 52/2003, Chapter 2, Art. 8), and that the public authority will decide the date and time of the public meeting, as well as the agenda, and will let the stakeholders know at least three days in advance (Law 52/2003, Chapter 2, Art. 7, Paragraph 1)– thus creating several major contradictions between the letter and the spirit of the law: limiting the number of potential participants both by room capacity and by schedule availability, and limiting the input from the citizens to an agenda previously established by a public authority, that might very well differ from citizens’ agenda. 

B. The degree of public involvement

An effective public participation process does not mean that the public gets to make the final decision all the time. In fact, it rarely does. Public administrators have no reason to dismiss public participation on this account. The actual outcome of an effective public participation may in reality encompass a wide range of results, from gaining understanding of a problem and its proposed solution(s), to preparing the citizens for making a decision on their own – it all depends on the particularities and the requirements of the issue debated. The International Association for Public Participation has synthesized this in a tool for public participation design called The Spectrum (International Association for Public Participation). It covers five levels of public impact on the decision-making process: inform, consult, involve, collaborate and empower, and also identifies the type of promise perceived by the public for each of these levels, in relation to the public participation goal: at the inform level, the goal is to provide balanced and objective information so as to assist the public in understanding the issue, and the only promised made to the publics is to keep them informed; at the consult level, though, the goal is to obtain input from the publics, in order to understand their concerns and aspirations and the promise is to let them know how they influenced the decision made; the level of involvement implies working with the publics to understand their concerns and aspirations, in order to include them in the solution development – and that is exactly what the promise is, too: their input will indeed influence directly the final decision and they will be informed about it; at the collaborate level, the stakeholders and the representatives of the public administration act as partners, working together to clarify the issues, develop alternatives, and identify the preferred solution, at this level the public provides advice, and that advice is incorporated into the final decision to the maximum extent possible; and finally the empower level places the final decision in the hands of the stakeholders, and the promise made is to implement it as is.

Of all these possibilities, the Romanian law endorses only two: the ones implying the lowest public impact – informing and consulting –, and even those with deficiencies and with the least interaction possible: public information is generally limited to placing a notice on the agency’s site on the Internet, displaying it in a space accessible to the public at the agency’s premises, and announcing it to mass-media (Law 52/2003, Art.6, Paragraph 1), arguably restrictive ways of reaching all the publics that might be interested in participating; moreover, consultation is only required when specifically applied for in writing (Law 52/2003, Art.6, Paragraph 7). As for the citizen active involvement, referred to in the same law (Law 52/2003, Art.2), it is in fact reduced to mere consultation, since there is no provision for the need of getting back to the people and letting them know how they influenced the final decision, while the law does say that whatever input is collected, it only functions as plain recommendations (Law 52/2003, Art.9, Paragraph 2), which might very well be disregarded when deciding on the final solution. Furthermore, the topmost levels of participation – collaboration and empowerment – are rejected from the start, as the law clearly states that the administrative decisions are to be made exclusively by the public authorities (Law 52/2003, Art.9, Paragraph 1).

3. Conclusions
Although apparently insignificant, the legislation flaws pointed out add up and might eventually induce major errors in the comprehension of the true spirit of the democratic governance, corrupting the process of citizen participation in policy making and depriving the Romanian public administration of a very powerful and valuable tool for effective governance. Of course, legislation is only one aspect of this phenomenon and, thus, for a more accurate understanding, further study is needed, so as to identify Romanian cultural values and their influence on citizen participation and, also, to investigate the existence of a deliberative conscience at the level of the Romanian society.
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INTERNET FRAUD
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Abstract: Due to the expansion of electronic devices in our daily life, traditional crimes have moved from the classical ground to a new one, the Internet. Almost every cybercrime follows a financial gain, that is why fraud became an electronic fraud or mostly known as Internet fraud. As we can see in news the losses increase every day, as new means to fulfill fraud are emerging. This paper will try to make us aware of the risks we are taking when using the virtual world, especially when revealing sensitive information about ourselves and our bank accounts. We will try to underline why Internet is not a safe place by identifying the main Internet frauds. No matter what means for protecting against hackers we take, they will find new ways to steal both information and money, which is why we will also bring in consideration some means to protect ourselves against these threats.
Key words: cybercrime, fraud, scam, theft.

1. INTRODUCTION
We know that the Internet is a wonderful place, where we can find information and do many things like shopping, paying bills, etc. but, this wonderful world has its own dark parts, not because of the way it is made but because of what people do. After all, people are the weakest link (Mitnick and  Simon, 2002), they do everything, good or bad, willing or unwilling. That is why the classic fraud has moved to a new environment, the Internet, as hackers find easier to steal money, to deceive people for financial gains. Among Internet fraud schemes we can recall spam, Identity theft, phishing, spyware, scams, Internet banking fraud, auction fraud. These are some of the many actions that can be done over the Internet and they will be presented in our paper. 

2. INTERNET FRAUDS
First we have to take a look at what Internet fraud is. The United States Department of Justice defines it as any type of fraud scheme that uses one or more components of the Internet - such as chat rooms, e-mail, message boards, or Web sites - to present fraudulent solicitations to prospective victims, to conduct fraudulent transactions, or to transmit the proceeds of fraud to financial institutions or to other connected with the scheme. What is different from the many crimes done over the computers is that these crimes need user’s participation, which means the user gives away some of his information to the hacker without knowing that there are bad consequences for this. The thieves will do anything to convince the victim to give away even money for some causes, of course false ones. They take advantage of victim’s naivety and gullibility. Internet Fraud is a scheme to defraud in which the Internet is the primary means of communication. This might entail the World Wide Web, Internet Relay Chat (IRC), e-mail, or instant messaging. Fraud represents what is probably the largest category of cyber crime.  The Internet has created what appears to be the perfect cyber crime - borderless fraud. Next we are going to see what the major types of Internet fraud are: Auction fraud and retail, non-delivery fraud, “Work-at-home” schemes, Identity theft and fraud,Investment schemes, Vacation prize promotions, Nigerian letters, free goods, Credit card frauds, Internet access services. These are the most known frauds and we will discuss further in this paper. According to most of the reports done by security companies, these are the crimes that bring the biggest losses in money. 
2.1 Auction fraud
It became a habit as it is easier to do shopping over the Internet, using different sites where one can find what he/she wants without going out. Hackers found this a great opportunity to steal some money using different means, from online auction for goods to stealing credit card numbers. Internet auction fraud occurs in several ways, but the most common is the failure to deliver the purchased item. 
Internet auction fraud involves non-delivery, misrepresentation, triangulation, fee stacking, black-market goods, multiple bidding, and shill bidding.

Non-delivery means that a person is placing a good on a site for others to buy it but the owner gets the money and does not send the item to the buyer. Additionally, if the buyer pays by credit card, the seller obtains their name and credit card number.

Misrepresentation is deceiving the bidder of the good’s true value (price, condition, and picture), giving false information about the item. 

Triangulation involves three parties: the scam operator, a consumer, and an online merchant. The operator buys merchandise from an online merchant using stolen identities and credit card numbers. Then, the operator sells the merchandise at online auction sites to unsuspecting bidders (buyers). The unsuspecting buyer becomes the target of a stolen goods investigation. Law enforcement steps in and collects the stolen merchandise to keep for evidence. The buyer and merchant end up the victims.

Fee stacking involves the seller adding hidden charges to the item after the auction is over to obtain more money. 

Black-market/Counterfeit goods are also offered for sale on Internet auction sites. These goods include copied software, music CDs, videos, replica name brand items, etc. The goods are delivered without a box, warranty, or instructions.

Multiple bidding is used to buy an item at a lower price. This occurs when a buyer places multiple bids (some high and some low) on the same item using different aliases. The multiple high bids by the same buyer cause the price to escalate, which scares off other potential buyers from bidding. Then, in the last few minutes of the auction, the same buyer withdraws their high bids, only to purchase the item with their much lower bid. Almost the same thing does the seller sometimes to get interest for the good. This is called shill bidding is intentional fake bidding by the seller to drive up the price of his/her own item that is up for bid. 

Even though it could not be included here, we must take in consideration credit card fraud in this crime category of auction fraud. The seller uses the buyer's name and credit card number for fraudulent purposes or the buyer uses a fraudulent credit card when purchasing an item. 

Not only the seller can deceive but he can also be deceived as he/she sends the good before getting the money, thus loosing the item. 

2.2 Work-at-home
This might be the best job for many people, without them knowing that they are being fooled. Attackers use different scams like the victim will get a nice sum of money if he/she works from home but they have to send a sum of money to get the job and of course their information. The interview is either online or by phone, but all they want is victim’s money and information. People should be suspicious when hearing that easy money can be made from home.

2.3 Identity theft
According to Dictionary of Information Security (Slade, 2006) identity theft is the use of personal information to impersonate someone, usually for the purpose of fraud. It occurs when the thief gets on fraudulent ways confidential information about one person without him/her knowing it for using in fraud crimes. This method is at the base of developing other fraud schemes. Usually, the victim is determined to think that he gives his personal and confidential information to a company of which client he is or to an authorized person, as a response to an e-mail that requires data for finalizing a transaction or mostly a web account update. Sometimes these data are transmitted as the victim thinks he applies for a job offer. Identity theft is known in the field of computer security under the name of phishing. These phenomena takes place because people are not aware of the dangers they face when they give away their private information and even when knowing about them, they ignore the advice of the specialist on personal information security. Being a real crime, the victims spend time and money cleaning up the mess the thieves have made of their good name and credit record (Federal Trade Commision, 2005). They may lose out on job opportunities, and loans for education, housing, or cars. They may even get arrested for crimes they didn’t commit. They can loose a job opportunity, credits, money, etc. E-mail accounts can be stolen, credit card numbers, data from checks, information on takes. The worst thing is that people can even get to jail for crimes they didn’t commit, their bank accounts can be drowned of money and even debts 
to pay off. Beyond the possible financial consequences are social ones, which can be no less disastrous.

2.4 Investment schemes
These frauds refer to credit cards or anything that has to do with banks. The victim might get in e-mail a letter for their card’s account or even letters from banks to make some investments for financial gains. The victim is lured into actions buying for gaining from dividends that are never paid. A well know fraud of this kind is the pyramidal scheme or franchise fraud, or chain referral schemes, are marketing and investment frauds in which an individual is offered a distributorship or franchise to market a particular product. The real profit is earned, not by the sale of the product, but by the sale of new distributorships. Emphasis on selling franchises rather than the product eventually leads to a point where the supply of potential investors is exhausted and the pyramid collapses. At the heart of each pyramid scheme there is typically a representation that new participants can recoup their original investments by inducing two or more prospects to make the same investment (FBI, Common Fraud Schemes). Promoters fail to tell prospective participants that this is mathematically impossible for everyone to do, since some participants drop out, while others recoup their original investments and then drop out. 

2.5 Vacation prize promotions, Nigerian letters, free goods
Attackers will do anything to get the victim’s information so later on they can steal money from their accounts. The victim receives an email stating that he/she has won a vacation or some goods, but in order to get the prize he/she must send full personal details like name, address and bank account. What is strange is that the victim didn’t take part in any contest to win something. This is enough to tell that all is a lie. After getting it, the attacker uses the information to get money from victim’s account. This scam looks very much like the Nigerian letter scam in which the attacker promises to give the victim an important sum of money if he/she gives their bank account details. 

3. INTERNET FRAUD PREVENTION
When thinking of Internet fraud we say that we know what all is about. We can agree on that but the question is do we know to prevent it? Let us see some of the ways to prevent these frauds, and especially those discussed in this paper: Find out more about these crimes. If we buy from the Internet we have to check the site, if it can be trusted, and see who owns it. We have to see the sellers’ and our obligations and all the transactions’ details before we bid; View opinions on the sites so that we can trust it or not; For online paying we must be very careful and check all the signs for a secure connection and the policy that states what the site’s owners are doing with our information; Ask for all the details of the transactions and of the way goods are coming and how they have to be paid, and the extra taxes for shipping; We must not give additional information; Check the source from which you are buying to avoid non-delivery fraud; Check the company’s email and real address so that they are not a scam; Be caution when receiving emails with tempting offers, free goods or free vacations, they are fake; Ensure a site is secure and reputable before providing your credit card number online; Beware of providing credit card information when requested through unsolicited emails; Do not reveal personal data if not necessary; Periodically check for our bank account to see if something is wrong or money has been taken without our knowledge; Be wary of demands to send additional money to be eligible for future winnings; Be skeptical of individuals representing themselves as Nigerian or foreign government officials asking for your help in placing large sums of money in overseas bank accounts; We must not believe the promise of large sums of money for our cooperation; Take in mind that our account information is valuable for the attackers; Be suspicious of any unsolicited email requesting personal information; Avoid filling out forms in email messages that ask for personal information; Avoid changing bank account information as banks do not ask for this. If we get an email in which we are asked to change our account details, we must ignore it; Do not open spam messages and those with an unknown sender, as they might be dangerous; Do not agree to accept and wire payments for auctions that you did not post; Log on to the official website, instead of “linking” to it from an unsolicited email.

These are only the basic ways to protect ourselves from the hackers. After all, knowing about Internet crimes is preventing. We must not believe that everything we see over the Internet is safe and  trustable, we have to keep in mind that there are people who take advantage of our gullibility and we are the ones that suffer in the end. We might loose money, faith in people; credibility in front of other people, reputation, and our image could be affected. In the worst case, if a hacker makes credits in somebody’s name it could lead even to suicide in situation without a solution. 

4.CONCLUSIONS
Whether we like it or not, the Internet is full of bad people that try to steal our information and money. What we must take in consideration is that every piece of information is valuable not only to us but to others too, especially if they can hurt us and steal money from us. We must not be ignorant, and not pay attention to security advices coming from specialists. As we are in a knowledge society, knowing means power to protect ourselves from the attackers. That is why we must read the news as we can find information over the Internet on attacks. Being informed can prevent more damages. For example, knowing that an attack on an online services site is taking place we are prevented, so we will not give information as we know it is not safe. This way we can save our money by not revealing sensitive information and not doing online transactions in a critical time. Many of the problems could be avoided only if the people would be informed in time. This requires at least reading the news from time to time. If we get strange messages we must be suspicious. First we have to see if we know who the sender is, then check the subject and only afterwards open it. Even though we know the sender, he/she may not know that the links in the message are dangerous. The future of Internet fraud has not been established. Together with the increasing numbers of Internet connections come even more dangers. The user will not find easy to just surf as it is a place full of temptations. Being informed is the first step to protection. But information is not useful unless we use it. 
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ANALYSIS OF MARKETING EFFICIENCY, COMPONENT OF THE MARKETING AUDIT – PROFITABILITY THRESHOLD METHOD
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Abstract: The marketing audit must achieve an analysis helping the managers for a strategic perspective, respectively in making decisions such as : access on the new markets, new activity fields, launching of new products, establishment of a tariff policy, selection of the distribution channels, definition of the range of products, implementation, creation of products, decision to manufacture. The stake is the optimization of the company’s offer, adapting the costs undertaken to the value of its product for the customer. 
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1. INTRODUCTION

The marketing audit is a systematic evaluation of the way of using the company’s marketing resources and supposes the pick up, the measurement, the analysis and the interpretation of the information related to the company’s external and internal environment. The premise of the system analysis concerning the efficiency of the company’s actions on the market is the highlight of the revenue and income determined by the marketing efforts. Knowing and measurement of the marketing activities efficiency and the evaluation of alternative mixtures concerning the products offered to the market are achieved by means of this analysis. By following the changes in sales, profit and marketing expenses, during various periods of time, the company’s management will get to know better the market's reactions to its marketing efforts.

The level of the results can be influenced by several combinations of resources, each of them achieving a certain efficiency level. Thus, variable ratio of resources for the draft of several efficient projects can be achieved in view of solving the marking problems and solution thereof by reaching the target .The product is the result of an assembly of processes, consisting in complementary activities, providing its creation, manufacture, sale, follow up and then, after sales, the management of administrative works triggered by it. The action on the product’s cost is carried out by influencing the cost of the activities consumed, the activities are consumed under the guidance of a product responsible well aware of the performance expected by the customers, as well as the causes determined. With regard to a certain product and its price, the company is to set forth the ways of directing the marketing efforts to the market segment chosen as target and the means by which it is going to seek to determine the potential users to purchase the product, respectively making a decision related to the marketing tactics to be adopted. After making such decision, the marketing specialists will evaluate the total cost of various marketing mixtures for the sale of the product. The evaluation will be provided for each component of the mix necessary for the sale of the product at the amounts stipulated: features of the product, effort for the sales promotion, number of personal contacts achieved by the company with the large corporations, the number and the frequency of the advertising messages, methods for distribution thereof etc. The costs of each component of a marketing mix will be put together obtaining thus a single value for each marketing resource combination.
2. ANALYSIS OF THE PROFITABILITY THRESHOLD 

The marketing efficiency requests the construction of an offer different from the competition’s offer, better adapted to the customer’s requirements. This difference in offer aims at the increase of the product's “value” for the customer, improving the performance or decreasing the cost for the purchaser. The strategy is pertinent when the customers accept to pay the costs the company undertakes to differentiate.The simplest and the most general form of marketing profitability is the profit, determined by the difference between the exits and one or all entries in the system. 

The real performance criteria of a company is to select the number of the products maximizing the difference between the total gross income and the total costs and not the separate approach of the maximization of the gross revenue or minimization of the costs. The basic problem of optimization of such indicators is the selection of the physical volume of the quantities to be manufactures and sold, thus of the level of the production and marketing efforts and of the price to maximize the profit. The premises of the optimization are the following: 1) the function of the cost covers all manufacture and marketing costs related to the manufacture and sale of a certain quantity of products; 2) the function of the total revenue, respectively of the total value of the sales, depends on the price and on the sold quantity, and in general there is the need to decrease the price of sale for larger amounts; 3) considering the relation between the sold quantity and the price (function of demand) and the function of the total cost, the level of production to maximize the profit can be selected.

In planning marketing programs the influence of marketing costs must be taken into account not only over the sales but also over the other costs of the company related to the product. The relation between sales and profit, on the one hand, and the marketing programs and the company's costs, on the other hand, can be determined by a formula of the profit obtained from the equations:
B = V – C;

V = (p) * (q);

C = (cv)*(q) + Cf + Cm,  where: B - profit; V – value volume of sales; C – total costs; p – unit price; q – number of sold items; cv – variable costs on product unit (without marketing costs); Cf – fixed costs (without marketing costs); Cm – marketing costs.

This is an example of the relation between sales and profit, on the one hand, and the marketing costs, on the other hand, by means of the information displayed in the following table:

Table no. 1. Sales and product profit soft, in the IVth quarter of 2007, of the Trade Company CIBER Soft SRL

	Product
	Price 
	prod

_v
	sales

_pr
	Fixed 

_cost
	cost_v

/100,00
	cost_m
	B

	hcont              
	390
	45
	17.550
	4.000
	4.500
	2.000
	7.050

	Hmarfa             
	790
	285
	225.150
	67.900
	28.500
	15.000
	113.750

	hmiss              
	140
	10
	1.400
	400
	1.000
	0
	0

	hsint               
	1.180
	6
	7.080
	2.100
	600
	200
	4.180

	hsalar             
	390
	243
	94.770
	28.400
	24.300
	7.000
	35.070

	hsal+f        
	790
	10
	7.900
	2.370
	1.000
	50
	4.480

	himob              
	290
	4
	1.160
	350
	400
	50
	360

	hpent              
	2.090
	8
	16.720
	5.000
	800
	50
	10.870

	hbilant            
	290
	2
	580
	170
	200
	50
	160

	hprod              
	290
	3
	870
	260
	300
	50
	260

	hstoc              
	290
	4
	1.160
	350
	400
	50
	360

	 
	 
	 
	374.340
	111.300
	62.000
	24.500
	176.540


The goal of the promotion resides in obtaining a high level of sales. By running promotion actions, the trade company CIBER Soft SRL aims at increasing the number of soft products or even a higher price of the product. The optimum level of the promotion can be established by the increase of the expenses for such actions, up to the point where the ratio of modification of the sales value or of the income becomes equal to the variation ratio of the cost of promotion (Demetrescu, 2001). 

The relations between costs, amounts, profit and price can be analyzed by means of the pattern of the balance between costs and revenues, referred to as method of profitability threshold. This method determines the volume of sales necessary to cover the anticipated cost of the achievement of a new product or of development and achievement of an improved product. The balance point is a critical volume, respectively the level of the sales allowing a new result. The analysis of the profitability threshold (cost/value) for one product is useful in view of assessing the relation between the volume of the production, the production costs and profit, being thus possible the identification of the strong points and respectively of the weak points of the product or of the project concerned. The efficiency of the product can only appear after the company sells enough amounts of the product in order to cover the costs and not to have losses. The product’s profitability potential is bigger as the difference between the anticipated sales is bigger based on the demand of sales determined by the equilibrium point. In the equilibrium point, the sales cover the total expenses, the difference between them being zero. Any sale beyond the quantity determined for the balance point generates a margin which, in the conditions of covering the costs, is transformed into benefits. Consequently, the amounts sold in the balance point will be: 
          Cf

q = --------- .

        p- cv

By means of the profitability threshold the amount to be sold at a fixed price can be determined, in view of covering the costs, in exchange, one cannot state whether such amount can be actually sold. The factors influencing it can be of external nature: demand /offer ratio, market segment of the company able to provide a monopole or oligopoly situation, the purchase power of the users etc. At the same time, one cannot neglect the internal determinations concerning the specific consumptions of materials and man power, and also external determinations of the materials’ procurement prices and salaries. The amount absorbed by the market at a certain price can be under the profitability threshold and the company can experience losses. Through the estimation of the total demand for various sale prices, the deficiency can be removed.

Table no. 2. Use of the dimensions of the market demand in the analysis of the profitability threshold 

	product
	price
	market_

demand
	Cash in/

Product
	Prof._threshold
	fixed_costs
	cost_v

(Q*chv)
	Benef

	hcont              
	390
	285
	111.150
	285
	48.450
	62.700
	0

	hcont              
	645
	150
	96.750
	114
	48.450
	33.000
	15.300

	hcont              
	730
	100
	73.000
	95
	48.450
	22.000
	2.550

	hcont              
	1.070
	80
	85.600
	57
	48.450
	17.600
	19.550


We can note that, as the price grows, the number of the products to be sold and that determines the profitability threshold decreases, the maximum profit being registered at the price of 1070,00 lei/ product (where: chv = 220 lei/pcs.). The demand curve at column 3 of the above table is represented in figure 1. The point on the demand’s curve indicating the largest distance to the line of costs (point A), shows the maximum benefit of 19.550 lei, and the price represented by the sales line crossing the demand curve in this point is 1.070 lei.

Figure 1. Introduction of the demand curve in the analysis of the profitability threshold 
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At the same time, the analysis method by means of the profitability threshold is used in activities of design of the range of prices possible for a new product and generally, for the establishment of the price alternatives for investments, production programming, risk analysis, forecast of benefits. This limit acceptance threshold or rejection of a product or project can be used as limit of exposure of the company to the risk involved by the investment considered.

3.CONCLUSIONS

Marketing audit implies the evaluation of the activities of keeping under control the actions concerning the surveillance and verification of the suitable run of the marketing process within the company (Malcomete, 2003). By using the concepts and the analytical calculation instruments, the marketing is directly connected to quantity methods of the economic research and of other field studying the efficiency of the performance of the system as in the case of bookkeeping. At company level, the marketing implies important decisions for optimization, such as cash resources, representing manpower, raw materials and matters, energy, fixed funds etc. These assignments are highly important both for the overall company's efficiency, and for the economic efficiency of various operations of the company's system. Just as any system of the company, the marketing consumes entries of materials and produces exit of materials, the management being the one selecting and merging the entries, so that the company can produce exit of money with a higher value than the total cost of the entries.

The efficiency on the market of the marketing system is the result of meeting the consumers’ needs, by combinations of actions (marketing mixes) suitable to the market segments, identified and studies in advance. The company can sell just as much as it manufactures, if the market has a favorable reaction to the marketing mix combining the efforts for improvement of the product with the ones for promotion and distribution, its price meeting the power of purchase of the consumer on a given market segment. Consequently, the effects obtained through the marketing mix are the ones forecasted and the system is efficiently operating on the market .At the same time, of high importance are the economy conditions based on which the functions the system converting the resources (information included) into assets and services and operates on the market. The typical quantification of the economy process is: cost saving, accomplished as a result of the competitive process of market quotation, without affecting whatsoever the quality and also the financial savings, obtained as a result of the discounts obtained from trade partners. In other words, one must know the costs of obtaining its efficiency. All activities or main aspects of a marketing program must be covered by a performance quantification system. The marketing system aims both at the achievement of the efficiency (level of reaching all goals), i.e. actual satisfaction of the consumers through suitable achievement and sale of the products, representing the safest way of sales development, and the achievement of the efficiency (level of reaching the goals, in relation with the available resources), by covering the charges and obtaining a profit. The performance of the marketing activities is limited to the influence of internal and external limitations, affecting the whole system of the company. By listing the internal limitations we can mention the ones originated from the limited character of human resources, cash and material resources or the ones derived from the company’s goals and purposes. The external limitations are determined by the size of the market, the level of technologies, as well as a series of legal, economic, social, political etc. regulations 
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Computerized Business Simulation/Games
Cristina ANTONOAIE,

Transilvania University of Brasov, Romania
Abstract: This article considers the opportunities and challenges for designers of business simulation/ games afforded by the multicultural environment of the Internet. It is suggested that business games designed for Internet use demand more detailed consideration to be given to their role as tools of communication and to the profile and culture of the end users.

Key words: business simulation/games; communication; Internet, multicultural perspective. 

1. INTRODUCTION

The first business game was introduced by the American Management Association in 1956. Since that date, we have seen an exponential rise in the number and type of business games available. In particular, there has been a widespread increase in the availability of computerized business games in which participants assume the role of decision makers within organizations. The intention is that the lessons learned from participating in these games reflect reality and may be taken as a measure of the participants’ ability to manage in a real-world environment. 
2. INFORMATION 

2.1 Decision Making
All business game/simulations require some decision making. Clear cultural differences exist in the decision-making process. The Japanese, for example, reach decisions by group consensus (there is no word in Japanese for decision making), whereas Western cultures tend to have hierarchical structures in which decisions are made at the apex of the hierarchy. The typical sequence of decision making inWestern cultures may be depicted as a stepwise process involving: intelligence gathering, design of possible solutions, choice from the list of possible solutions, and review of the implementation of the choice. This type of action/decision process is, however, viewed mainly as an implementation issue by the Japanese. They view the first step in decision making as that of consulting a broad range of individuals at various levels in the organization who will provide input on how to do something and not necessarily on why to do it. Not only is the process by which decisions are made culturally influenced, but so too are the ethical principles on which these decisions are based, for example, utilitarianism versus formalism. Utilitarian principles advocate the judgment of a decision to be ethical on the basis of its perceived outcome—for example, sacrificing the few for the good of the majority—whereas formalism is based on established universal moral principles. 

It may be that different cultures have a preference for one of these types of decision making. The Japanese, for example, with a rice-producing cultural background, prefer cooperative decision making to maximize benefit for all in the community. Further evidence to support this view may be found in the example of Russian negotiators, who, in negotiation withtheirWestern partners, were more likely to appeal to normative principles in negotiation, whereas their Western negotiation partners emphasized the benefits of a negotiated decision. To eliminate some of the decisional bias that may arise in designing multicultural business game/simulations, consideration may be given to the following (Lee, 1966): Define the problem or the objectives according to the customs, behavioral standards, and ways of thinking of the various participants’ culture; Define the problem or the objectives according to the behavioral standards and ways of thinking of the culture where the decision will be implemented; Isolate the influence of the culture on the problem, and identify the extent to which it complicates the decision-making process.; Redefine the problem and the objectives without the bias related to the culture, and then find the solutions and make decisions that fit within the cultural context.

2.2 Problem Solving
Cultural approaches affect the cognitive, affective, and directive ways in which problems are solved. Galtung (1981) distinguishes between actual reality and potential reality in problem solving and contrasts the intellectual styles of four different cultural groups, namely, the Gallic, the Teutonic, the Saxonic, and the Nipponic. He found that Saxons prefer to look for facts for evidence in problem solving, which results in factual accuracy but weaknesses in both theory formation and paradigm awareness. Teutonic and Gallic styles place emphasis on theoretical arguments and primarily use facts to illustrate what is said. The Nippon style is heavily influenced by Hinduism, Taosim, and Buddhism and views knowledge as being a temporary state—they dislike clear statements that have a ring of immodesty about them. Differences in approaches to problem solving are well illustrated in a study by Hofstede (1980). Students of various nationalities were given a case study to analyze and solve. The case outlined a conflict situation between a sales department and product development. The French suggested that the solution should be solved in a hierarchical setting, a solution being sought from the chairperson. The Germans felt that the lack of formal rules and written procedures was to blame, whereas the English felt that the problem was the result of lack of communication.

2.3 Marketing
Consumers buy meanings and marketers communicate meanings through products and advertisements. Many of these meanings are culture based and are intersubjectively shared by a social group. In designing a business game for Internet use, this consideration becomes crucial, as the outcome of the game will frequently be influenced by the players’marketing strategy. In particular, three areas of the marketing process require attention: product selection, pricing strategy, and advertising spend. Product selection. One of the most distinguishing factors of a game is the type of product that the game portrays. 

In selecting the product for the simulation/game, questions need to be asked as to how the product selected meets with the cultural lifestyle of the participants. For example, a bicycle may be viewed as a means of transportation in one culture and as a leisure item in another. Consideration should also be given as to whether there are any cultural customs associated with the product. In Britain, for example, the image exists of blue as an appropriate color for males and pink as appropriate for females. If the product selected for the game is of a technical nature, such as computer equipment, it is important to consider whether international standards exist for its use. For example, the use of Electronic Data Interchange is widespread in the West with clearly predefined communication standards, whereas this is not necessarily the case in many developing countries. It is also important to take care that the product selected for the game is in a similar phase of the adoption process in all the participating cultures. Innovative products may be more widespread in one culture than another.

Pricing strategy selection. Pricing plays a crucial role in business simulations. It is frequently the mechanism used to achieve maximum company profit, gain market share, increase cash flows, or increase the unit volume of sales. However, once again, pricing strategies are influenced by cultural factors. Usunier (1993) draws attention to variation in pricing between northern and southern European countries. He states that prices tend to be higher in northern Europe, where spending is more likely on durable goods as a result of the harsher climactic conditions. He also suggests that northern Europe tends to be Lutheran by religion, which considers it a virtue to limit consumption. By contrast, southern European countries tend to be Catholic, and the Church has a more relaxed view of spending. 
Determining advertising spending. Very broad cultural differences exist in advertising spending, regardless of whether countries have comparable levels of economic development. Switzerland and the United States tend to be the highest spenders per capita on advertising among the developed nations, whereas spending in the underdeveloped countries is significantly less. Advertising spending will be influenced by the medium available for the delivery of the marketing material. Western cultures are more likely to select satellite television channels as the communication channel for their product where target audiences are high, whereas in less advanced economies, the selection for communication of material may be newspapers or posters. Some countries will have restrictions on the amount of advertising time that is permitted on a channel.

2.4 Accounting
One of the main problems for business game designers is that business performance is predominantly judged by financial criteria: increased profitability, larger net assets, greater cash flows, more dividends, and higher share price, to mention but a few.Aproblem exists in that even two economies as similar as the United States and the United Kingdom have practical, regulatory, and legal differences. For example, simulations designed in the United States assume that the labor costs in manufacturing are variable. The labor components of a product are usually constant per unit over large ranges of schedule production. Most simulations allowfreedom in scheduling production. As a result, the players soon learn to use frequent changes in production levels as a substitute for effective planning and forecasting. Hence, they can cover up their errors and let the labor force pay for their mistakes. Although this strategy may be appropriate for participants in the United States, it is not necessarily the case in Europe. European players would not necessarily, therefore, consider this in formulating their strategy. Cox and Saunders discuss the game IV NETWORK$ as an interesting example of how potential problems may arise from differences in reporting financial information. In this game, the gross receipts and payments for subsidiaries are written off to the profit and loss account in the period in which the transaction occurs. This may well be standard accounting practice in France or Japan, but in the United Kingdom, it is prohibited as an accounting treatment. The UK/US approach shows the acquisition of a subsidiary by increasing assets in the balance sheet. When disposed of, the balance sheet reduces with net gains or losses being written off to the profit and loss in the period of sale. The net effect of this is that an $8 million purchase under a UK/US systemwould have no profit and loss effects until the point of sale, but in IV NETWORK$, it reduces that period’s profit by $8 million.

3. CONCLUSION

Wolfe draws our attention to the fact that there is an important dimension of change that takes place regardless of whether cognition has changed. That dimension is affect, or the emotional assignment made by the participant as a result of experience. Affect may be either positive or negative, but seldom neutral. Designers of games that are intended for participation by a broad range of cultures should, therefore, give serious consideration to ensure that cultural offense is neither given nor taken, either through content of the simulation itself or through the process. All participants should either participate on an equal footing or potential differences should be made explicit from the outset. In this article, some of the central behavioral attributes and skills used in participating in business games are considered, such as attitude toward competition, decision making, and problem solving. Also, how these may affect the outcome of the game is considered. I have also considered approaching simulation/game design as a communicational process as well as an educational one.
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FINANCIAL - ACCOUNTING INFORMATION USED BY MANAGERS IN SUBSTANTIATING THE MANAGERIAL DECISIONS

Mirela BABA
Transilvania University of Braşov, Romania
Abstract: The role of the accounting department is to provide the management of an entity with the necessary information and to draw-up statements for the substantiation of their decisions. The present paper systematizes the sources of financial –accounting information that is necessary to the managers of a company in order to substantiate the managerial decisions and strategies.  

Key words: financial-accounting information, managerial decision, managerial policies and strategies
1. INTRODUCTION
Decision is considered to be the quintessence of the management activity because it can be found in all the functions of the management process. The integration of an entity in the economic environment depends on the quality of a decision made at a certain point and from that can be also deduced the role of the decision. A quality decisional process influences the following: profits, costs and the efficient use of the production factors. 

2.THE SOURCES OF INFORMATION FOR MANAGEMENT
Offered in real time, the financial-accounting information has a crucial importance for top managers, for the substantiation of their decisions and for the undertaking of appropriate managerial control. The decisional role of a manager is visible in the use of these information, contacts and relations in order to make the best use of the resources, to solve out conflicts and to initiate optimal solutions for the problems that must be solved. Once the decision taken, it must be communicated in an appropriate manner to all the other factors. Nowadays, the decision-making processes that take place in the companies are characterized by an evolution in opposite directions of two of their defining elements: the duration and, respectively, the volume of the processed information. The information that is necessary for the managerial analyses come from two main sources: internal sources and external sources, as the figure1 1 blow shows. 
Fig. 1 Sources of information necessary to the managerial analyses


The accounting information is not the only foundation of the decision making process. The accountant decides the format of the accounts and statements in a way that satisfies the need for information of all the parties involved. It is important for the managers to know what piece of information is necessary, to obtain that information regularly and to integrate the information in the decision making process. So the quality of the accounting statements, which contain an important amount of information, is one of the key elements that are a condition for the efficiency of the managerial process and, first of all, of the decision making process. In order that the information to be utilized by an economic entity, it must fulfill the following conditions: to give a fast response to the modification of the conditions of the competition (in this way the new opportunities can be exploited faster and the weaknesses can be ameliorated), to increase the efficiency and the internal productivity of the company, accentuating the managers’ productivity (this means that the coordination of the functional elements of the entity are very good); to improve creativity and productivity of the individual and group decision making factors of the organization (this means an improvement of the tools for gathering real and updated information, an improvement of the analysis of information and of the quality of the decision and release, assistance and survey of the implementation of the actions and decisions of the management).

The financial-accounting statements are the means by which the economists, accountants, etc. transfer information about the financial performance of a business to the manager as well as to the external users of economic information. The manager’s mission is to direct the resources and actions towards economic opportunities. Every manager has at hand a set of tools (techniques and methods) to assist him/her in the process of making decisions. The managers are interested in the financial statements and in enhancement proposals in order to transform them into supporting information for the substantiation of the decisions they have to make. The optimal solution for them is the computerized program that processes and updates accounting data, a computerized accounting system that makes possible the transformation of the accounting information in specific reports as requested by the internal management system.  

3.  MANAGERIAL STRATEGIES AND POLICIES 

The policy of the economic entity contains a number of objectives set in the medium-run and may be represented by the whole major criteria and positions which are the main touchstones for the fixing of the main directions of the proper functioning of the entity. The policies are usually concretized in the program or the annual plan of the entity and/or in specific programs for specific domains, such as commercial, technical, financial, personal, etc., drawn-up for short and medium periods of time, varying between a couple of months and maximum three years. The managerial strategy refers to establishing strategies for the long run. Strategic management is defined as a set of decisions and actions that result in drawing up and implementing plans of action in order to accomplish the objectives of the company. The most important contribution to the strategy usually belongs to the general manager. As a rule, the fundamental objectives of the company are divided in two categories: economic and social. 

4. CONCLUSIONS 
The accounting department has the important role of representing the support for the economic and financial decisions made in order to optimize the activity of a company. The type of information solicited by managers depends on the objectives and attributions they have. The manager is in a permanent search for information, and he obtains it from every source possible, even if it is potentially harmful for the objectives or performances of the managerial activity.  For a good internal information, the manager has the duty to ask for information which is indeed useful for the decision making process, even this implies the risk of rising the costs. 
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Underground Economy in Romanian Tourism

Bogdan BACANU
“Transilvania” University of Braşov, Romania

Abstract: The purpose of the paper is to understand the underground economic activities in Romanian tourism and to explain their negative impact on general performance of the industry. The discussion integrates some specific information from mass-media, secondary statistical official data and legal facts in order to explain phenomenon. The paper revealed some aspects of underground economy in national tourism and discusses the possible cause. 

This is an exploratory study based on a small sample of figures and facts. On the other hand the statistical data are not the result of a study focalized on the underground economic issues. The understanding of the causes of underground economic activities in Romanian tourism can guide the improvement of legal environment of this industry and of the national specific strategy. The paper contributes to understanding the problem of the forms of underground economic activities in tourism and their correlations with the State strategy in industry.

Key words: underground economic activities, tourism, legal environment 

1. INTRODUCTION

Underground economy represents a topic for frequent discussions linked with performances considered as unsatisfactory at the level of a certain industry or at the level of a certain national economy. One can usually observe that both the conceptual tackling of the phenomenon and the suggested global solutions mirror diversified approaches. There are diverging opinions even beginning with the attempt to define the underground economy, that leads to an extreme diversification of the viewpoints dealing with the causes, the evaluation methodologies and the suggested remedies. Most of the studies related to this topic discuss the aggregated results on the level of national economy, without offering either details specific to a certain industry or clearer estimations linked to the respective industry. That’s why the solutions are global and, consequently, have a disputable impact on a certain field of interest. The everyday reality of the tourism services in Romania, perceptible to any client due to the simple facts, suggests that they represent an “area” of expression of the underground economy, in its various forms. The manifestations are more easily distinguished by an individual observer, being linked to a poor quality of the services. On a national scale, the particularization of the phenomenon in tourism finds expression in the extension of general negative phenomena, distinguishable both in the tourism products and offer and the poor results shown by the industry contribution to the GDP. The tourism underground economy has obvious forms of manifestation not only in Romania, but also in Greece, Turkey or Bulgaria, to mention only the countries in the vicinity. That’s why an approach with a higher degree of specific features may be useful to identify a precise solution, which will lead both to the diminution of particular manifestations in industry and to the improvement of the services and products quality. 

2. BASIC CONCEPTS

The underground economy has neither a commonly accepted definition, nor a commonly label. The literature presents a huge number of different labels like “grey”, “black”, “shadow”, “informal”, “unreported”, “unrecorded”, “illegal”, “underground”, “undeclared”, “parallel” and many others “local” used names. In this paper the preferred name is “underground economy”. These labels underlined the obvious confusion about the nature itself of the phenomenon and the fact that there are many forms of underground economy, which has different characteristics and particular institutional set of rules that they circumvent. Feige (1990), for example, distinguishes four specific underground economies, labeled them as: the illegal economy, the unreported economy, the unrecorded economy and the informal economy. The measuring of dimensions of each form of underground economy is based on the evaluation of aggregate income generated by the activity. Table 1 present one of the most “popular” taxonomy of underground economic activities proposed by Lippert and Walker (1997).

Referring the tourism to the taxonomy of underground economy activities present in table 1, one can easily distinguish their most probable categories of expression. In the category of illegal activities that may be included or associated to the tourism, the prostitution and the unauthorized gambling may be added. There are tourism destinations whose main point of attraction is the prostitution, a fact that generates the “sexual tourism” label for this genre. They are specific to the some South East Asian countries, but there are interesting “areas” in Europe, even if the economic importance of this kind of services is smaller, referred to the respective industry’s income. As far as the gambling is concerned, apart from the authorized one, for which there are tourism destinations renowned on a global scale, there is a category which fits into underground economy.

Most of the tourism activities that may fit into the underground economy patterns belong however to the legal category, mentioned in the presented taxonomy. They are mainly characterized by tax evasion and, secondarily, by tax avoidance. The accommodation and alimentation services show classic manifestations associated to the tax problem, beginning with the unrecorded accommodation and finishing with the staff’s tips, mainly of the restaurant staff. Even if the forms of concretization may vary, including the addition of a national specific character, there is however a common denominator, which finds expression in the diminution of the tax basis. These activities fit into the category of the unregistered and unreported ones, according to the classification of Feige.

Table 1. A Taxonomy of Types of Underground Economic Activities

	Type of activity
	Monetary Transactions
	Non-monetary Transactions 

	Illegal Activities
	Trade in stolen goods; drug dealing and manufacturing; prostitution; gambling; smuggling, etc.
	Barter: drugs, stolen goods, produce drugs for own use; theft for own use

	
	Tax Evasion
	Tax Avoidance
	Tax Evasion
	Tax Avoidance

	Legal Activities 
	Unreported income form self-employment; wages, salaries and assets from unreported work related to legal services and goods
	Employee discounts, fringe benefits
	Barter of legal services and goods
	All do-it-yourself work and neighbor help


(Source: Lippert and Walker, 1997)

The unregistered and unreported activities are supported both by the small size of the companies which operate in tourism and by their territorial dispersion in the countryside area or in other difficult to reach areas. So, many tourist facilities are placed in areas where fiscal verification is made only with difficulty. In the same direction of supporting unregistered activities acts also the use of cash to pay products and services whose price value is small. All these elements must be settled in the general context of the national level of the underground economy. For the Mediterranean countries, as Spain, Italy, Greece or Turkey, a high underground economy level in tourism is expected. All these countries has a great weight of underground economy in GDP (Schneider and Enste, 2000, Schneider and Savaşan, 2007, Katsios, 2006). As the weight of the tourism in the national economies is important, one can infer there is a correlation between the underground activity level in tourism and the general level of underground economy.

Table 2. Methods used in the evaluation of the underground economy

	The method for evaluation of the underground economy

	The difference between the officially declared and the real labor force

	The transactions’ approach (Feige)

	The econometric modelling of monetary type (Gutmann)

	The physical input method

	The cash demand method

	The DYMIMIC method

	The difference between GIP calculated based on the costs method and the one calculated based on the incomes method

	The fiscal audit

	The statistical research


The underground economy measure in tourism generates a series of main problems related to methodology and to the demarcation of the phenomenon and of the specific sector. The most utilized general methods are shown in table 2. Analyzing the nature of the shown patterns, one can infer that is difficult to realize a sector application, as the majority relies on the interpretation of certain aggregated economic results. “The sector solution” means both the insertion of general data on the basis of proportionality coefficients settled by referring the size of tourism activities to the size of all national economic activities, and the application of the mentioned coefficients for specific consumptions, for instance the energy consumption. Finally, what really matters is if the weight of certain underground tourism activities is greater than that belonging to underground economy in GDP.

From the viewpoint of the solution that may be adopted in order to limit the phenomenon, apart from the general solutions recommended by the economic theory and the associated practice,  the approaches specific to the national sector or area do matter. A causal analysis, dealing with the way of manifestation related to certain activities characteristic to tourism having probable expressions in underground economy, may be more useful than a global and undifferentiated approach to the phenomenon on the national economy scale. 

3.  FIGURES AND FACTS

The existence of a tourism underground economy in Romania seems a predictable fact, having in mind the importance of the phenomenon for the national economy. According to the measure methodology used, the underground economy dimension in Romania is estimated between 20% and 35% using the fiscal audit, respectively the DYMIMIC method. For similar underground economy weights in Turkey, Greece or Bulgaria, the official mass media discuss a specific manifestation in tourism, a fact that leads to the idea that the phenomenon importance in tourism is even more influential than the official media. In the Romania’s case, there are many sources of static data that suggest the phenomenon has significant amplitude, comparable with the national average for the economy as a whole. The study conjectures suggested by these statistics are underlined by a tessellated work of current facts related with the development of tourism activities in clearly defined contexts and moments. 
Initially, the methodology issued for this study was centered on collecting primary data from the tourism enterprising people or managers. Many insight interviews were realized, not only with tourism people, owners or managers, but also with tax clerks and experts from the national statistic system. The collected data were to guide the elaboration of a questionnaire dealing with tourism underground activities. The dispersion of the answers and the technical difficulties had become insurmountable for obtaining a significant result and the approach was abandoned. The partial conclusion was however that the underground economy forms of manifestation are relatively diversified, but the persons questioned favor a “caste approach”,   preferring to protect the trade’s “operation secrets”.
The study of international statistics dealing with the Romanian tourism shows that at almost all indicators, the country’s position is in the lower part of the European charts. If this position doesn’t surprise, due to the quality of the transport and tourism infrastructure, the great technical-economic output differences between Romania and the countries in the vicinity suggest the possibility of certain unrecorded activities. The clearest Romanian statistics of these capacities, offered by Romanian National Institute of Statistics, are those dealing with accommodation capacities. The degree of utilization of these capacities generates a series of question marks, due to the relative constancy of figures for the period 2004-2007 and on account of referring to an economic reasoning linked to the profit. The study for the utilization indicators for the above mentioned period shows that most of the 16 types of receiving structures present only one percent variations or even less (INSEE, 2005, 2006, 2007). On the other hand, the exception being the hotels and the accommodation places on the ships, other categories record values are between 10% and 30% that calls in question the economical viability of the business. Because in the case of the hotels with a 40% utilization indicator the profitability is by a narrow margin, one may conclude that in the case of other forms of accommodation there is an unreported segment. The increasing number of accommodation places apart from hotels shows the entrepreneurs have the certitude of the profit, even for an “official” use of the accommodation places. According to the premise of profitability similar to that belonging to the hotels, the conclusion will be that 25%-50% from the services paid by the tourists are not recorded. 

Mass media point out a number of typical situations that underline the existence of tax avoidance manifestations in tourism. A number of tourism areas characterized by a high demand of services especially during the season or on weekend, for instance the seaside during the July-August period or the Bran passage and Prahova Valley, present a wide range of unauthorized services. The entrepreneurs from these areas build large houses, having a 10-12 room accommodation capacity, which are then rented without paying any taxes. If some eventual controls identify tourists in these places, it is explained that they are the “relatives” of the owner. It is considered that in the Bran area 90% from the tourists are unrecorded (www.realitaea.net). A particular case is represented by the Romanian seaside, because the passages used to cross the Danube allow a satisfying approximation of the tourists’ number for a given period of time, especially during the weekend. Then, one can record - for instance – an increase of about 25% in the number of tourists referred to the maximum existent capacity of accommodation. The input data related to the afflux of entries into the seaside area are provided by the police force and the accommodation capacity is the official one, as it is registered by the tourism authority. It is estimated that during a weekend an amount of 17.5 million Euros in taxes is lost (Ionescu, 2008). Obviously, a prominent role in the expansion of this kind of tourism is played by the undeclared accommodation activities. These employ the members of the family and this happens even in the case of the declared small companies. It is the case of pensions, inns, holiday homes or hostels. The use of cash payment and of the barter services in the countryside stimulates such services. In the case of public alimentation services on can firstly estimate that an amount of 5-10% from their value, representing the tips, goes without taxes. Apart from this aspect, there are others which find expression in tax avoidance by making unregistered products. 

4. CONLUSIONS

The Romanian tourism presents obvious and systematic manifestations belonging to the underground economy phenomenon. The estimation of its size with the same precision, as in the case of the economy as a whole, is difficult because  the interference between tourism and economy as a whole don’t allow a distinct border, and the global methods of evaluation are unusable, when in original shape. According to the significant facts and figures which were pointed out, one may appreciate that the weight of the grey part in tourism is superior to that belonging to underground economy in the national economy.

To its diminution, apart from relaxing the policies dealing with taxes, sector policies should be elaborated in order to stimulate the declaration of tourism services and for the improvement of services and products. Even if ample projects of social marketing in order to decrease the demand of services in the grey zone, the phenomenon will keep an important weight, comparable with that belonging to the underground economy in the national economy.
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TOTAL QUALITY MANAGEMENT AS A LONG TERM OBJECTIV
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Abstract: The paper emphasizes the concept of Total Quality Management (TQM) and the implementation of this concept at the level of firms and at the level of public sector. The study is structured and inspired by the approach used in some business classic articles. The fundamental issue explored here is the appropriateness of the application of a management approach that was originally designed specifically for the corporate manufacturing environment to public management needs and requirements.
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1. TQM DEFINITION, CONTENT AND PROCESS
A generally accepted definition of Total Quality Management (TQM) is not to be found in the specialized literature due to the fact that TQM is simultaneously a process, a technique, a management style, a goal, a tool, all of this and more. TQM has been described as a shift in thought patterns (Spenser, 1994) or “thought revolution” in management (Ishikawa, 1985) when referring to the management of an organization. As Wood and Peccei (1995) stated, TQM is widely agreed as a way of managing organizations with the notion to enhance employees’ attitudes. “TQM is a set of systematic activities carried out by the entire organization to effectively and efficiently achieve company objectives so as to provide products and services with a level of quality that satisfies customers, at the appropriate time and price.” (TQM committee 2002) Cohen and Eimicke (1994) ascribe specific and particular meaning to each word making up the acronym TQM: “Total means applying to every aspect of work, from identifying customer needs to aggressively evaluating whether the customer is satisfied. Quality means meeting and exceeding customer expectations. Management means developing and maintaining the organizational capacity to constantly improve quality” [italics in the original].

There are several key figures that have contributed significantly to the conceptual development and implementation of total quality management. Analyzing their work, R. Reed et al. concluded that there are common points of view on TQM, dealing with the strategy and the management of the process. Referring to the strategy, all the authors agree that it must realize two elements, namely: improving customer satisfaction and reducing costs. Relating to the management of the process four fields of unanimity was identified: leadership and commitment, training and education, using teams, and having the appropriate culture.

2. QUALITY AWARDS – THE MALCOM BALDRIGE NATIONAL QUALITY AWARD, DEMING PRIZE, JAPAN QUALITY AWARD AND EUROPEAN QUALITY AWARD
Quality awards represent their host countries’ efforts in promoting quality excellence in products and services, and provide in their frameworks the essential concepts of TQM for achieving organizational development and long-term business success. The goal of MBNQA is, on the one hand, to strengthen the competitiveness of the American companies on the international market by continuously improving the quality of the processes and of their results, and on the other hand, to promote local and global business competition. It was introduced by law in the United States in 1987 and it is afforded annually to the organizations which have achieved excellent results due to consistent insertion and application of the TQM principles. DP was instituted in 1951 in Dr. Deming’s honor and is afforded to the Japanese organizations which achieve excellent results in controlling the processes, by using methods of statistic quality control, within the framework of the CWQC (‘company-wide quality control’). Since 1984 organizations from other countries have been also allowed to compete in order to receive this prize. The JQA is presented to enterprises in Japan that excel in creating value through effective leadership, human resources focus, and customer satisfaction. In order to stimulate the European organizations in the implementation of TQM, EQA has been afforded since 1992 on the basis of a self-evaluation, made by the company according to the pattern developed with that end in view by EFQM. The MBNQA and EQA sets of criteria are displayed in Tables 1-2 respectively.

	Table 1 MBNQA (2001) set of criteria

	1.0  Leadership
	
	5.0  Human resource focus

	1.1  Organizational leadership
	
	5.1  Work systems

	1.2  Public responsibility and citizenship
	
	5.2  Education, training and development

	2.0  Strategic planning
	
	5.3  Employee well-being and satisfaction

	2.1  Strategy development
	
	6.0  Process management

	2.2  Strategy deployment
	
	6.1  Product and service processes

	3.0  Customer and market focus
	
	6.2  Business processes

	3.1  Customer and market knowledge
	
	6.3  Support processes

	3.2  Customer relationships and satisfaction
	
	7.0  Business results

	4.0  Information and analysis
	
	7.1  Customer-focused results

	4.1  Measurement and analysis of organizational performance
	
	7.2  Financial and market results

	4.2  Information management
	
	7.3  Human resource results

	5.0  Human resource focus
	
	7.4  Organizational effectiveness results


	Table 2 EQA (2008) set of criteria

	Part 1: Key Factors
	
	Part 2: Results

	1.1 Organisational environment 
	
	Criterion 6: Customer results

     Perception measures

Performance indicators

	1.2 Organisational relationships 


	
	Criterion 7: People results

      Perception measures

      Performance indicators

	1.3 Competitive environment
	
	Criterion 8: Society results

      Perception measures

      Performance indicators

	1.4 Main strategic challenges
	
	Criterion 9: Key performance results

      Key Performance Outcomes

      Key Performance Indicators

	1.5 Performance improvement system
	
	


3. PRIVATE SECTOR VS. PUBLIC SECTOR 

At first, TQM was developed by Japan and the United States in the privates industries to improve their production and productivity outputs. TQM is based on Japanese experiences from the motor and electronics industries and may be seen as an American variety of the Japanese Toyota system. According to Hellsten and Klefsjö (2000), the aim of TQM of today is to increase external and internal customer satisfaction with a reduced consumption of resources. Hellsten and Klefsjö describe TQM as a continuously evolving management system consisting of: values: top management commitment, continuous improvement, decisions based on facts, letting everybody be committed, focus on processes and customers; methodologies: self-assessment, employee development, policy deployment; tools: ISO 9000, tree diagrams, criteria of MBNQA, control charts, etc.

In the late 1980 s, a variety of the public sector services of many countries have adopted total quality management (TQM) philosophy and practices to enhance service quality and improve performance (Cohen & Brand, 1993; Morgan & Murgatroyd, 1994; Saint-Martin, 2001) by providing customer-oriented services (Font, 1997; Marson, 1993; Milakovich, 1994/95). The public sector consists of organizations that deliver goods and services of the government whether at local or a national level. The size and the nature of the public sector vary from country to country and over time. In modern, developed countries, the public sector usually includes: Education, Public transportation, Electricity and gas, Fire services, Healthcare, Police services, Waste management, Water services, Housing, Social security, Welfare and children. A frequent topic of discussion in the literature is the applicability of what are essentially manufacturing techniques and approaches to public service delivery. Some researchers have found successful cases to support the effectiveness of TQM in enhancing the service quality of public sector services (Cohen & Brand, 1993; Morgan & Murgatroyd,1994; Rago,1994). They argue that government’s performance can be improved if human capital is leveraged more effectively through continuous improvement of operating processes and more effective group processes.  On the other hand, many writers have suggested that TQM is ill suited to the public sector for several reasons. These reasons include the nature of TQM itself, the nature of the public sector itself, the work cultures of the professionals in the public sector, and the more problematic concept of the customer in the public sector, all of which may make the public sector services inimical to TQM (Morgan & Murgatroyd, 1994; Swiss, 1992). These two opposing views define the forum within which the applicability and effectiveness of quality management in government is discussed.

4. DISTINCTIVE FEATURES, PATTERNS

Even if the borders between the public and the private sectors overlap or are not at all distinct in certain areas, the specialized literature underlines a number of  key areas where the public sector differs from the private one: The main goal of the public sector is not to reach a maximum profit; Talbot (2003) identified that most public services have three distinct areas or domains – the policy, the managerial and the professional – each of which had   their own mores, working patterns and values and were constantly at odds with each other. The people within the organizations have to switch between the different domains as well as having multiple reporting structures. This presents conflicts and uncertainties; Public sector organizations suffer from a lack of clarity about who their customers are (Ustuner and Coskun, 2004); Along with the different needs of customers, the public sector organizations have a diverse range of stakeholders to serve, many of whom are customers as well; The public sector is subject to the whims and fancies of government, and usually a new administration results in reorganization with new boundaries, partnerships, etc. in at least one area of the public sector. Any reorganization results in uncertainty and changes take time to settle down; neither factor is conducive to providing a first class service. Taking into account the specific aspects of the public sector, new patterns of  TQM in the public sector where created. Some of them are displayed in Tables 3-5 respectively.

Table 3- TQM Dimensions in the public Sector-GARWIN Model
	Information
	In the public sector (PS) information shall be rapid and precise and be available to all

	Speed in serving

Customers
	In (PS) tasks should be done rapidly

	Accuracy in serving


	Customers in PS wish all  the results of  tasks performed  to be  correct  and  accurate

	Beauty of service

Environment
	Customers in PS wish all actions, communications and facilities to be clean  and  attractive

	Suitable behaviour
	Customers in PS wish to receive services in a friendly behavior

	Rules and regulations
	Customer of the PS expect the PS staff  to observe rules and regulations

	Simplicity
	People expect  tasks to be done in a simple manner

	Flexibility
	Clients of  PS wish enforcing  regulations to be done

with  flexibility and consideration


Table 4 - TQM Dimensions in Public Sector – Keith Smith Model

	Humbleness
	Giving a sincere welcome to the customer, facing him in a cheerful  and  polite  manner and assisting him

	Conciseness
	Rapid  reaction, explanations for delays, concentration on or items

	Completeness
	Providing complete service, ensuring work accuracy, providing procedures  and  adequate  replies

	Clarity
	Speaking clearly and in the customer’s words, avoiding specific terms as well as technical  and  ambiguous terms

	Correctness
	Ensuring  the correctness of the documents

	Attention
	Listening  with  complete attention, taking  advantage of opportunities for and giving enough time to hearing  the customer

	Cleanness
	Neat  Appearances, Clean  Safe  And  Pleasant  Environment


Table 5 - TQM Dimensions in Public Sector - Parasoraman Theory

	Tangibles
	Customers consider physical surroundings, equipment, personnel, tools etc

	Reliability
	Customers consider the organization's ability to provide promised services

	Responsiveness
	Customers wish the staff  to be answerable for services provided

	Assurance
	The ability, know ledge and skill of the personnel in the public sector must give people confidence and assurance

	Commitment
	The staff must each and everyone show a sense of commitment towards customers.


Even if there are differences between the private and the public sectors, they are treated the same, relating to the ISO quality assurance standards which are the same for the public and private organizations, and to the excellence patterns. Although EFQM has established a specific quality award programme for public organisations the framework used to asses the applicants is exactly the same. 

5. THE IMPLEMENTATION OF TQM IN ROMANIA
Since 1990, the implementation of the quality standards and of the quality systems has become necessary in Romania too, and also has the implementation and the quick adjustment of accreditation and certification systems according to the quality systems in EU. Between 1990 and 2001, a new legislation in this field was adopted and a new infrastructure concerning the standardization, the authentification and the accreditation. In 2000, it was launched the “Joseph M. Juran Romanian Quality Award”. This Romanian Quality Award is based on the former EFQM European Model of Excellence. Until the end of the year 2006 - according to the data offered by the specialized literature at a global level - 897,866 SMC certifications were realized, conformably to ISO 9001 (670,399 at the end of the year 2004), from which 32 %  were business services. The certifications were realized in 170 states (154 states at the end of the year 2004). Relating to the number of SMC certifications, Romania occupies the last but one place in Europe, the last place being taken by Bulgaria. Until the end of the year 2006, 9426 certifications were realized (3097 Bulgaria, 105799 Italy, 46458 Germany, 40909 UK), in comparison with 87 certifications in the year 2001 (38 Bulgaria, 1974 Italy, 2338 Germany, 8501 UK). The Accrediting Association of Romania (RENAR) has authorized until now a number of 16 organisms for the certification of quality management systems. 
6. CONCLUSIONS

Although some people tend to think of TQM as management tools only for goods-producing enterprises, i.e., the manufacturing sector and some perceive him as being relevant only to profit-making organizations and only for big companies, TQM have been successfully adopted widely in the service sector, small- and medium-size enterprises, public corporations, and non-profit making organizations. TQM is a way of managerial thinking for any type of corporation. All around the world, in many developed and developing countries, TQM and ISO 9001 are promoted by government bodies and many firms.
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Risk management in hydro-energetic sector in romania
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Abstract: For the major sectors of economy, time has come to implement also the modern techniques and methods that will allow the top management to have a better financial understanding of the processes performed. This is also the case of hydro-energetic system in Romania, where, after years of state monopoly, interest was shown concerning the risk management of hydro-generators. This paper is based on a PN2 research project that intends to establish a common method to identify, quantify and counter-act the negative effects of exposures for the hydro-energy sector in Romania.
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1.INTRODUCTION

It is well known that risk management is a management function that aims to identify risks and their causes and impact assessment and proposing solutions to protect the organizations. Risk management has emerged and evolved as a result of the transformations occurring within organizations, such as: 

-Increasing technological complexity and the interdependence of the supply and production system.

-The need to assess the total cost of the system. 

-The need to coordinate and optimize the allocation of resources to control risk. 

Risk analysis begins by identifying the risks - the distinct stage of setting the exposures of a person or organization to an uncertain environment. Such a step involves a very detailed knowledge of the organization, the external environment in which it operates, and an understanding of strategic and operational objectives, including the critical factors of the organization. (Badea a, 2008)

The main attributes of a risk are: the exposure area, the nature of (strategic / operational / financial / knowledge / compliance), generator, quantification, tolerance towards risk, control and transfer mechanisms, actions for improvement. The risk estimation can be quantitative, semi-quantitative and qualitative, in terms of probability and potential consequences. The consequences in terms of threats and opportunities may be of a low, medium or high level. The probability may be high, medium or small, but some level clarifications are needed, depending on the situation - threat or opportunity. For a more realistic appreciation of the risk exposures it is necessary, obviously, to identify the risks. The main methods for identifying the risks are (Badea a, 2008): 

· Using questionnaires and / or lists of risks; 

· Risk inspections, made on the spot;

· Analysis of the organization’s diagram, including interrelations between departments;

· Analysis of production flows; 

· Analysis of contracts with suppliers and beneficiaries; 

· Historical records (statistical) both of the events that have generated losses and the incidents that have not generated losses;

· Outside interactions – the risk manager receives from entities that interact with the organization information regarding exposures that may be caused by them or are identified by them.

2. Methods of risk identification and analysis 

Although there are a significant number of identification methods, there is a series of common characteristics to all of them. Usually, a single identification method is not sufficient for discovering all the problems related to risks that a company deals with. The application of only one or two techniques for identifying risks is not desirable because the exclusion of others would reduce the number of exposures that risk management will be able to reveal. The methods of risk analysis can be classified in several ways. Some are based on the office work, while others may not be complete without an inspection at the place. Some methods are useful for post-loss situations, while others are applicable to ante-loss situations. Some methods involve quantitative analysis and others involve qualitative studies. Modern methods of identifying risk were inspired and have developed on the basis of already tested and applied risk management techniques. For example, the method for risks scoring has its origins in the balanced scores method used to asses business performance, while Process Mapping methodology developed in the field of Quality Management and is based on techniques used in the field of Flow Diagram. (Insurance Association of Insurance Supervisors, 2003) 

Regarding the process of quantifying risks, the main steps are: 

-Data collection 

-Data representation

-Statistical Analysis

The first step in quantifying risk is collecting data. In most cases, these data are collected more through a routine activity than by a conscious decision. After receiving the data, the risk manager must analyze them and decide how they can be used. The final result depends on the quality of the data already collected. The main issues to be taken into account when collecting data are the following: 

-Instructions - the presence of instructions will make it impossible to return a questionnaire uncompleted, for example, because of misunderstanding the context of the questionnaire. Sometimes it is even appropriate to specify the recipient of this questionnaire, its objective and how the questionnaire will be used.

-Ambiguities - they must be eliminated. Each question must be clear in terms from the point of view of the respondent. Where are ambiguities or the possibility of unclear understanding of the questionnaire, the data will not have high accuracy and value for analysis. 

-Complications - questionnaire must be clear and should not be more complicated than necessary. A long and complicated questionnaire will slow down its completion.

The form of representation of the data collected depends on the type of analysis carried out by the manager of risk. The easiest representation is the creation of an ordered data vector which may provide a first picture of the data spreading.
 
The number of classes established for determining the frequencies is elected by every risk manager in part,  so that classes may not be not too many, but not too few to be analyzed. The amplitude of the distribution may be helpful in determining the number of classes that are to be used in the analysis of the data. Most statistics from the insurance industry (especially as regards claims settlement process) generates data sets grouped around reduced monetary values. Most claims are reduced, with the exception of a few cases which are very high values. The three methods of statistical analysis of data include basic measures of location, dispersion and asymmetry set of data. A 100% answered correctly in the range of data implies a list of all the data set. What is used most often is a tiny part of the values, a small portion to be representative of all values. 

3. Risk identification and analysis in hydro-energetic sector 

Risk management in the field of hydroelectric plants is a complex issue, which can be approached very differently, depending on the participants in such a large project. The risks are numerous. Some of them can be covered by the guarantees issued by the public authority (in compliance with the safeguards agreement for the sale of energy emitted by the government and central bank), or events recognized as the case of force major, or simply covered by an insurance product (exchange risk, political risk, etc.). However, several risks are not insurable or may not be subject to satisfactory guarantees. These are the cases exemplified by the engineering risk, quality in execution, or natural conditions of the target site. Among the latter, we may mention the obvious hydrological data (maximum debits for work safety, medium debits for estimating the energy production), seismic data, or geological data, conducting underground work, all of which have important implications on the cost of arrangement of hydroelectric objects.

Overcoming the initial value of the investment leads to diminishing the final benefit. Moreover, failing to meat the execution period, caused by the execution of additional work, leads to postponing the deadline for putting into service, with negative consequences on credit return and worsening indicators including technical-economic ones. It must be stressed that in the case of an unforeseen event, such as a high intensity earthquake, war., etc classified as "force majeure", it may be granted an extension of the duration of implementation, but this situation leads to the increase of the majority of costs. The main factor which may affect the economic efficiency of a hydro-energetic project is its profitability; in other words, a capital investment must lead to attractive earnings during the operation of the hydro-energetic plants, or even on a shorter period. Unfortunately, for a new plant, or already existing one, an event generating a risk will bring about also a failure in guarantying the profitability. Based on historical data, it can be noticed a certain state of affairs prevailing in our country after 1989, in hydro-energetic sector in relation to financing investments to plants already performing, or the development of other hydro-energetic facilities, presenting favorable technical-economic indicators and profitability. Approaching this matter is done through the analysis of risk factors, which may reduce the effectiveness of the hydro-energetic work. It is obviously that the development of new plants is useful, if it presents favorable technical-economic indicators. The plants must take into account a number of common factors of the international community, such as: reducing toxic gases resulting from fuel combustion, the depletion in a near future of the fuels, any possible social and political changes, the inability to import fuel, etc. (Badea b, 2008) All these must be considered in comparison with the hydro-energetic resources of the country as, although they have a relatively modest value (the maximum value assessed is approx. 40 TWh / year), we are still talking about a domestic resource that is renewable. Moreover, in the current conditions of our country, it is difficult to determine with sufficient accuracy the factors involved in determining the economic efficiency of different solutions to ensure the domestic consumption of electricity. Therefore, knowing the risks that may arise from the execution should be an objective. Every factor that intervenes, even starting with the basic data (hydro, topographical, geological, etc.), engineering, financing, the deadline for setting up, operation, etc. should be the subject of detailed analysis that would determine the calculations of "sensitivity" change how they affect the desirability and economy the project. (Badea b, 2008) The recovery of funds invested in a specific project in the conditions of significant exposures such as the commercial risks (the product is salable and at what price), the major political risk, technological risk etc. The recovery period may be calculated in present net value or historical value, from the time they are put into operation, meaning the first capacity in the project. In all cases, it should be borne in mind not to carry out projects in which investment is recovered in a period of time that exceeds the moment until forecasts can be made on real factors affecting the market during the recovery (such as the costs, the success in selling the product). An inconvenience of this criterion is of course its arbitrary nature. (FSA , 2003) Analyses of sensitivity should be made mandatory in an economic study to analyze how technical-economic indicators vary, particularly the profitability, when each of the components of the financial flows is different. For example, in the case of hydro-energetic plants, there are many elements that present a lower or higher degree of uncertainty: 

-natural conditions (geological, topological, hydrological), 

-the volume of investment, the duration of project execution, 

-the amount of energy produced during the recovery period, based on the real period; 

-the production costs, the sales prices and their evolution in the period of analysis and in particular the return of any loans; 

-the evolution of the restrictions imposed by environmental conditions; 

-the quantity of water likely to be removed from the energetic circuit in order to be provided to various energy consumers.

In order to determine the "risk" of the project, the calculations of "sensitivity" must consider the degree to which each variation of elements affects the economy of that project as well as the situation in which several independent factors may change simultaneously. For example, in the case of hydro-energetic plants, it is possible to extend the duration of implementation due to initial unforeseen geological accidents, and after completion of the execution a hydrologic negative period may follow. Obviously in this case, the return of any borrowed capital becomes difficult, and supplemental  interests may be required and consequently, the project’s profitability may fall, or it may become unfeasible. 

In the case of hydro-energetic plants, the probability (mathematical expectation) must be taken into account when it cannot be observed a uniform variation or a certain distribution based on a parameter. In this case, the size of the annual production of energy is considered a direct function of the hydraulic degree, which varies from one year to another. Therefore, taking into account the records in the past, several options should be retained, each with its probability (based on the resulting analysis of past recorded data) calculating thereby "the mathematical expectation" to obtain a certain energy production, and thus establishing the "mathematical expectation” of the income earned on a specific period. In the same manner, it is possible to calculate the "mathematical expectation" for an income, a net present value cost, a recovery price. It is however impossible to calculate the "mathematical expectation" for certain indicators such as internal rate of return. Profitability can be estimated from the frequencies of sets of values in the past, which influences the indicator. In the case of hydro-energetic plants, the sets of values recorded on a past period may define a law of probability for the occurrence of maximum flows necessary to sizing the dam bursts or the average flows needed to obtain a medium energy production. In certain cases, such as when it comes to sale price, the rate of growth of the economy, the political developments in the country, it is not possible to establish a correlation to the frequency recorded in the past. In these cases subjective probabilities may be defined. They characterize the degree of accuracy that an expert might associate to the event. The expert (or experts concerned) estimates the probability, based on his experience in similar cases. In some situations, subjective probability can be enhanced by collecting additional information (for example, the likelihood of long duration of implementation of a gallery because of geological accidents) may be adjusted through additional studies. In many cases, it is used the simulation of each phenomenon considered random. The most commonly used method is "Monte-Carlo simulation" for generating hydro sets of values. Repeating the operation for a sufficiently large number of times (over a hundred) for example, a large enough sample of income values can be obtained, sample that afterwards allows a statistical examination. If the sample size is sufficient, the method allows determining the law of probability for the net present value of the income and thus to estimate "the mathematical expectation" to obtain the expected revenue.

4. CONCLUSIONS
Regardless of the method applied statistics, the risk models used, the quantify procedure in terms of frequency and severity, all of these are necessary to forecast future activity (maintenance or development). Quantification techniques allow the adjustment of statistical data (for example, the gradation of the mortality tables) for obtaining real of the probabilities. Beyond the multitude of methods that can be applied, it is necessary to establish and implement some common methods to the entire insurance market so that the levels of the premium quotas or of the claims would not cause their bankruptcy.
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Abstract: The pivotal point of the supply chains for fast moving consumer goods (FMCG) is the partnership between manufacturers, distributors and retailers. At least, this is the perspective of the supply chain management theorists. The Romanian market reveals that in the FMCG field there is a long way toward partnerships. A suggestive example is the dispute between agricultural producers / food processors and the large chains of the international modern retailers, during the first semester of 2008. The paper analyzes the situation of the relationships between the members of the supply chains for the agro-food products from the Romanian market. It also explores channel power and refers to the code of good practice developed in 2008, in order to guide the relationships between the market players. 
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1. INTRODUCTION 
During the last two decades, experts agreed that for every organization, the development of partnerships is a source of competitive advantage. However, practitioners may raise several questions. To what extent partnerships are implemented in the supply chains for FMCG? Is the desirable actually achieved? There is no clear-cut answer, just a combination of positive and negative comments reflecting the experience of various organizations.The year 2008 was full of ups and downs, of tough negotiations and dissatisfaction among the Romanian producers/processors and large retailers, especially in the field of agricultural and food products. Who wins and who looses? First of all, the impact is visible at consumer level: frequent out of stock situations for manufacturer’s brands, increase in prices and less choices.

The relevance of this topic is enhanced by the fact that modern retailing visibly increases its share in Romania. According to the estimates for 2013, hypermarkets will reach a share of 21.5%, cash & carry format 8.6%, supermarkets 5.2% and discount stores 4.7% of a retail market of 48 billion Euros. (www.banknews.ro, 8 May 2008) While the market will continue to be dominated by traditional marketing channels (with a market share of 59-60%), the large retail chains will substantially improve their market coverage and share of the sales value and volume. The consumers will enjoy the benefits of modern retailing only if the organizations that intervene in the supply chain will align their objectives and strategies and will develop sustainable partnerships.

2. SUPPLY CHAIN MANAGEMENT AND CHANNEL POWER

Since the 90s, theorists and practitioners have explored the potential benefits of the supply chain management approach. Far from being a synonym for either procurement or delivery, the supply chain - as a recent managerial perspective - has initiated significant shifts in the perception of the relationships between the companies interacting on the market within the value chains. Essentially, a supply chain consists of all the parties – from the producer to the final consumer/user – that are involved, directly or indirectly, in the flow of goods, services and information, with a view to fulfilling a customer request. (Chopra and Meindl, 2004) According to the traditional view, each market player aims at achieving his own objectives when dealing with the suppliers and customers. A different view is instilled on the bases of the supply chain concept. The main objective of a supply chain is to maximize the overall value. Within this framework, the reference for value measurement becomes the profit of the chain as a whole, instead of the profit of each individual member. Consequently, success achievement depends heavily on the ability of the supply chain members to cooperate, align their objectives and develop long-term partnerships. The efforts of any company to maximize own profits on behalf of the other players may generate an imbalance inside the chain and lead to a decrease in the overall supply chain profits.

Channel power is another perspective that has characterized the managerial thinking of producers, distributors and retailers for decades. In essence, channel power is defined as the ability of one channel member to exert influence over another channel member to do something it otherwise would not have done. (Coughlan, Stern et al, 2001) The channel power has a positive impact only if it is judiciously used in order to coordinate the activities of the channel members. Power generates a change in the behavior of other channel members and the dependence of one member upon another. However, experts consider that power is necessary to ensure the achievement of system-level goals. Since the 50s, marketers consider five sources of channel power. These sources reflect a well-known psychology approach. The power sources are the following: coercion, rewards, legitimacy, expertise and reference. (French and Raven, 1959). Two major forms of channel power exist in the marketing channels. On one side, there is the power of the supplier and, on the other side, the power of the intermediary. The supplier may exert power mainly on the basis of a unique product or technology, of a strong brand or of special services provided. The intermediary may have power due mainly to the access to the market and to the customer/market information. 

Experts consider that scale or size range among the sources of channel power. (Kasturi Rangan, 2006) Both suppliers and intermediaries may influence channel members due to their magnitude reflected in market coverage, volume of resources invested etc. At present, on the Romanian market, the international retailers that have developed large chains enjoy a substantial scale advantage in front of the local producers/processors, especially in the agro-food sector. The negotiation power of the large retailers stems from their capacity to get access to an important number of customers, to attract masses of consumers enchanted by the convenience of the modern trade. In Romania, market studies have revealed that consumers perceive shopping in malls as a hedonistic experience, even if sometimes is limited to window-shopping. At the same time, small and medium producers/processors of agricultural and food products often have to comply with the rules set by the large retail chains of hypermarkets and supermarkets that enjoy the scale-advantage.

3. THE CONFLICT BETWEEN ROMANIAN PRODUCERS/ PROCESSORS AND LARGE RETAIL CHAINS

During the first semester of the year 2008, signs of a conflict between the producers and the large retail chains became visible on the Romanian market. The chains of international retailers have been the target of intense criticism from the producers/processors and of governmental scrutiny. The contractual terms imposed by the large chains of hypermarkets and supermarkets have been perceived as financially overwhelming by the Romanian suppliers. In addition, the suppliers have also contested the retail practice of discontinuing relationships with the producers/processors that do not comply with the requests of the large chains. From a producer/processor standpoint, doing business with a large retail player involves the payment of various fees and contributions that increase costs and diminish profits. While Romanian producers/processors, especially the small and medium ones, consider such fees and contributions a financial burden, the retailers label them as marketing fees for services provided and the value added by stores. To get and remain on the retail shelves is a costly endeavor for producers. (Vlad, 2007; www.banknews.ro, 13 June 2008; www.banknews.ro, 16 June 2008) Among the fees that must be paid by a producer range the following: 

-entry fee. It is paid to ensure the entry of the products on the shelves of the hypermarkets and supermarkets. For instance, a producer of soft drinks newly entered on the Romanian market may be required to pay in the first year, if the company launches two products, a total amount of about 200,000 Euros, in order to be present in all the large chains existing in the country. The fees are prohibitive for the small producers. More precisely, the first entry of a producer in the assortment of a large store costs 10,000 Euros.

-store opening fee. The large retail chains have requested suppliers to pay a fee for their presence in each new store added to the network. Thus, producers have paid for the access to customers from a new market area. A hypermarket could cease orders to the producer that did not accept to pay such a fee.

-store enlargement and/or refurbishment fee. The producers have been compelled to contribute to the enlargement and/or refurbishment of the stores where their products are present. From a retailer standpoint, this contribution aimed at ensuring the compliance with the modern retail standards and an improved customer experience in the store.

-shelf fee. This fee is paid for each product that a manufacturer wants to place on the shelves of a retailer. The annual amount is approximately 2,000 Euros for each product. For example, for a food product, the total amount due is calculated according to the number of distinct package sizes and flavors etc.
-catalog fee. Four to five times annually, each producer must participate to the product promotion through the catalog of the retailer. The fee for each issue is approximately 700 Euros.
Besides the fees and contributions, the price clauses imposed by the large retail chains have been another factor that led to tensions between producers and retailers. (www.banknews.ro, 16 June 2008) Until now, a hypermarket could cease the orders for the goods of a producer if the latter sells the same goods at lower prices to another retail player.

On the Romanian market, in March 2008, the dispute between the large retail chains and the producers/processors has started. The patron organizations and the unions from the food industry have voiced accusations targeted towards hypermarkets and supermarkets. The issue was the power and dominant position abuse consisting in excessive contractual terms imposed by the large retail chains to the national producers/processors.  

4. CONFLICT RESOLUTION AND THE CODE OF GOOD PRACTICE 

The reaction of the large retail chain was prompt and based on financial arguments. According to the vice-president of the Association of Large Retail Networks in Romania (ALRNR), no large retail chain, which sells mostly food, derives profit higher than 5% of its audited turnover. (Popescu, 2008) At the same time, the representative of ALRNR has stated that the abuse of power could not be blamed on an entire industry, but on a single player on the market. The conflict could not be solved between the parties involved. It has developed and required the attention of authorities. In April 2008, the Parliament started to explore the situation. The Commission for the Economic Policy of the Chamber of Deputies has initiated an investigation relative to the accusations of supermarkets’ unfair competition and monopolist practices. (Dumitrescu Pralea, 2008) The main objective of the commission was to identify the effects of possible incorrect practices upon the small entrepreneurs, suppliers and consumers. A third-party mechanism has been considered for the resolution of the conflict. Mediation was the applied strategy that kept the conflict within bounds. The mediator between the two groups – producers/processors and large retailers – was the Ministry of Agriculture and Rural Development (MARD). On 26 March, a working group has been established by MARD for the development of a code of good practice relative to the relationships between suppliers and large retail chains. The group was made of representatives of the Ministry of Economy and Finance, Ministry of Agriculture and Rural Development and Ministry for Small and Medium-Sized Companies, Trade, Tourism and Liberal Professions. After several months of negotiations, on 2 July 2008, the producers and retailers have signed the code of good practice for the trade with agro-food products.  On 8 July, the Competition Council has approved the code. (Competition Council, 8 July 2008) The press release issued by the council states that the code does not infringe the competition regulations. However, the Competition Council has underlined that code implementation should not lead to an “excessive transparency” due to the exchange of information. At the same time, the council will intervene and apply sanctions in the case of any cartel action. From the large retail chain side, the Code of Good Practice has been agreed with and signed by the representatives of Metro Cash & Carry, Real Hypermarket, Cora, Selgros Cash & Carry, Carrefour, Auchan and Kaufland. From the producers/processors side, the code has been agreed with and signed by the representatives of Romalimenta, Romanian Meat Association, Patron Association from the Dairy Industry, National Patron Association of Vineyards and Wine, Rompan, National Patron Association of Pork Meat and National Union of Poultry Breeders. (Baciu, 2008)

The main provisions of the code are the following (Badescu M., Popa C. et al, 2008): supplier are not compelled anymore to contribute to the marketing costs for the store opening or revamping; retailers cannot cease the collaboration with a supplier that does not want to contribute to the marketing costs of the store; retailers may not delist a product from a supplier without good reason and a prior written notification; delisting will be achieved gradually in the case of distributors that sell more than 30% of their turnover through a large retail chain; payments made by retailers for agro-food products should not overpass 30 days; trade contracts should not impose minimal order quantities; each retailer should refrain from asking for the best price on the market and from conditioning a supplier not to sell to other traders at prices equal or lower than the level it pays for the products of that supplier; if retailers ask distributors to pay for product promotions, they should make the promotions only after they have received the distributor written agreement; bases for the calculation of discounts and fees should be clearly defined and specified in the contracts.
Is the code of good practice the panacea for all the issues that have emerged in the relationships between producers/processors and the large retail chains on the Romanian markets? The opinions of the two categories of supply chain members relative to the code are different. Producers/processors would like to turn the code into a law. On the opposite, the large retail chains would like to keep the code as a “moral obligation” and nothing more.The code has the value and power of a voluntary agreement, not of a law. It produces effects only for the organizations that have agreed to comply with it. Several code provisions are interpretable. Some code articles are not clearly formulated. According to a pessimistic scenario, large retail chains can rename the fees and contributions required from suppliers and the former issues will surface once again in the supply chains for agricultural and food products. While the code cannot change and improve immediately the relationships between suppliers and large retail chains it is the first step in the resolution of the conflict. Good relationships are desirable but require time, effort and determination.
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Abstract: Information is crucial for the performance of a supply chain because it offers the basis on which the managers from the supply chain’s field can take decisions. Informational technology consists of the tools used for obtaining the information that can lead a higher performance of the supply chain. This study shows the importance of information, its usage, and the technologies, which allow the managers of supply chain to use the information for taking the best decisions. 
This paperwork is based on the most recent studies and researches in the logistics field.
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1. THE ROLE OF INFORMATIONAL TECHNOLOGY WITHIN THE SUPPLY CHAIN

Information is a key element of supply chain, playing the part of an aggregate that allows all other elements of the supply chain to work together in order to create an integrated and coordinated supply chain. Information is essential for the performance of the supply chain because it provides the basis on which the processes of the supply chain make transactions and managers take decisions. Without information a manager cannot know what consumers want, what are the stocks or when to increase the production, or the delivery. Briefly, without information a manager takes blind decisions. That is why information makes the supply chain visible to the manager. Due to this visibility, a manager can take decisions to improve the performance of the supply chain. 

Due to the importance of informational technology to the success of a supply chain, the managers must understand the way information is collected and analyzed. Now we can talk about IT. IT consists of hardware, software and people, who collect, analyse and fulfil the requests, based on the information offered by the supply chain. IT represents the eyes and the ears (sometimes even a part of the brain) of the supply chain management, gathering and analyzing the necessary information in order to take a good decision. For example, an IT system of a computer producer can tell the manager how many processors are stored at a given moment. IT is also used to analyse the information and to act accordingly. Therefore, an IT system can determine whether to order or not more processors (e.g. Intel), starting from the number of processors existing in the inventory and the demand predictions.                Using IT systems to collect and analyse information can have an important impact on the performance of a company. For example, a large computer producer discovered that a large amount of the information collected was not used to schedule production and stocks. Because information was omitted, inappropriate production decisions were taken (blind decisions). After installing software in the supply chain, the company was able to collect and analyse information on the demand, and to establish the proper stock levels. Using the IT system allowed the company to reduce to half the existing stocks, because decisions were based on real information of the demand of computers on the market, and not on pure guess. The high impact emphasizes the importance of the IT as a determinant factor of the performance of the supply chain.        
The most efficient strategy of the supply chain is to see it as a whole and not to look at each individual stage. Having under consideration the entire supply chain the manager can decide upon all factors that affect the chain, and not upon the given factors that affect a stage or a certain function of the supply chain. Taking into account the entire supply chain, a maximum profit is achieved, leading to higher profits for all companies involved in the supply chain. How does a manager achieve this major objective? The objective of the supply chain is entirely composed of information, and the dimension of the information determines whether the objective is local or global. In order to obtain a global objective of the supply chain a manager requires correct information as well as accuracy of all company functions and organisation within the supply chain. For example, in the attempt to schedule the production it is not enough for the computer producer mentioned above, to know the available stocks. He must also know the demand on the market, as well as the time requested by the suppliers within the chain. Therefore, the manager is able to schedule the production and to determine the stock level that supplies the maximum profit. When deciding referring to the supply chain the information must have the following features in order to be useful:

a) Information must be correct, accurate. Without information that supplies a correct and obvious image of the supply chain, it is very difficult to take good decisions. It does not imply that the entire amount of information to be 100% accurate, but to be able to highlight an image that is correctly “directed”.  

b) Information must be available when needed. Often, correct information is available, but no longer actual, or, if actual, it is not accessible. In order to take good decisions a manager must have actual information and very accessible.   

c) Information must be proper. Decision takers need useful information. Often, companies own a large quantity of information that they cannot use in taking decisions. Companies must establish the type of information that must be stored (archived). It is very important that valuable resources not to be wasted on collecting useless information, while important and proper information is lost.   

Information is the main element not only of each stage of the supply chain, but also within each decisional level within the supply chain – from strategic phase to schedule phase, and all the way to the operational phase. Information also has an important role to the other side of the spectrum – operational decisions, such as the quantity of goods produced on a given day. Managers must be able to understand how to analyze information in order to take the proper decisions. For example, Wal-Mart has been a pioneer not only in collecting information, but also in understanding the way that information must be analyzed in order to take the best decisions within the supply chain. Wal-Mart collect information at the right time, referring to products bought from its selling points, and then sends the information to producers or suppliers. Wal-Mart analyzes information concerning the demand in order to determine the stocks in each selling point and to decide when to ask for more quantities of goods from the suppliers. Producers use this information to schedule their production so that they can deliver in time the demand from Wal-Mart. Wal-Mart and its suppliers not only collect information, but they also analyze it, setting the bases of good decisions. Information is used when taking different decisions on each important element of the supply chain, as shown:

a)Place – In order to determine the location, the capacity and the movement time, information referring to efficiency, flexibility, demand, exchange rates, taxes, and so on, is required. Wal-Mart suppliers use information referring to the demand collected in Wal-Mart selling points in order to schedule their production. Wal-Mart uses this information in order to establish the location of new selling points and in the so-called: “cross-docking” process (the movement of goods from one member of the supply chain to another, with no storage requirement between the two). 

b)Storage – Establishing optimum storage policies require information on: demand, maintenance of the storage location, and so on. For example, Wal-Mart collects information referring to demand, costs and suppliers in order to determine the storage policies.  

c)Transportation – In order to decide on the means of transportation, the routes, the goods and the merchandisers, information referring to costs, client locations and quantities are requested in order to take the proper decisions. Wal-Mart uses the information collected in its own selling point to correlate its activities to the ones of its suppliers. This correlation allows Wal-Mart to implement the so-called “cross-docking”, saving both time and money (by reducing the costs of storage and transportation). 

d)Provisioning – Information referring to prices, quality, delivery timings, and so on, are very important for taking decisions on provisioning. A large amount of transactional information must be registered in order to carry out operations, even though provisioning decisions had once been taken. 

e)Income and price management – Information on demand (volume and means of payment, as well as elements such as optimum time and availability) is requested in order to establish a proper price policy. Using this information companies can take intelligent decisions referring to prices, in order to increase the profits obtained in the supply chain. 

As a conclusion, information is essential for taking good decisions in the supply chain on all three levels in each one of the elements of the chain.IT allows not only obtaining the required information by the transparency of the supply chain, but also the analysis of this amount of information, so that the decisions referring to the supply chain lead to a maximum profitability. 

2. THE CONTEXT OF INFORMATIONAL TECHNOLOGY WITHIN A SUPPLY CHAIN
It is very important to develop a context that will help managers to understand the way information is used by different segments of the IT within the supply chain.  It is important to highlight the fact that using information within a supply chain was possible due to the software of companies. This software collects transactional information, analyzes it in order to take the correct decisions, and carries out commands based on decisions taken within the company, as well as within the supply chain. Definitely, other parts of the IT than companies’ software, such as hardware, implementing services and support, are essential for the efficiency of the IT. Anyway, within a supply chain, the possibilities offered by the IT system are based on the possibilities of the software of the companies’ supply chain. 

In many ways, the software shapes the entire IT industry of companies, and the other components follow the mains software. Because of this fact, we use the software of the companies and its evolution as primary guide in IT analysis, as well as in impact on supply chain analysis. The evolution of companies’ software supply important aspects not only in the future of IT, but also about main processes of the supply chain. Further, we analyze this evolution and its impact on the processes of the companies’ supply chain.   

The number of software companies increased a lot at the end of the 90’s, situation caused by the demand of software that was ascending. At the beginning of the new millennium, the pressure on the software market caused many companies to go end their activity, or to fuse or establish partnerships with other existing companies. Then, why some software companies are long term profitable, and some fail or go bankrupt? Many factors influence the natural selection of software companies. Nevertheless, three of decisive factors of the software domain evolution are the three major processes of the supply chain, which we call macro-processes. The successful categories of software are those focused on macro-processes. Failures come when such a focus does not exist. 

3. THE MACRO-PROCESSES OF THE SUPPLY CHAIN

The apparition of the macro-processes enlarged the objective according to which companies take decisions. The objective expanded from the attempt to optimize performance at the division level, to companies and now to the entire supply chain. It is very important to include processes along the supply chain when taking decisions. From the company point of view, all processes within its supply chain can be divided into three main categories: ascending focus processes, internal focus processes and descending focus processes. We use this classification in order to define the three macro-processes of the supply chain, as follows:

Client Relationship Management (CRM) : It consists of processes that are focused on relations between companies and their clients (descending relationship).
Internal Supply Chain Management (ISCM): It consists of processes that are focused on internal company operations. Software industry generally calls this process SCM (Supply Chain Management, excluding the “Internal” term.  In our definition, the management of the supply chain includes all three macro-processes: CRM, ISCM and SRM.
Suppliers Relationship Management (SRM) : It consists of processes that are focused on ascending relationships – between the company and its suppliers.
The fourth important category is notable, supplying the base that supports the macro-processes. We call this category TMF – Transaction Management Foundation, including basic ERP systems (and its components, such as human and financial resources), infrastructural software, integration software. TMF software is required for all three macro-processes, in order to function and to communicate with each one of them. The relationship between the three macro-processes and the TMF is shown in the following figure (figure no. 1):   
Figure no. 1: The three macro-processes of the supply chain
	Suppliers Relationship Management (SRM)
	Internal Supply Chain Management (ISCM)
	Suppliers Relationship Management (CRM)

	Transaction Management Foundation (TMF)


Source: Chopra, S., Meindl, P., „Supply Chain Management”, Pearson Education, USA, 2007, pg. 486;

4. WHY ARE THESE MACRO PROCESSES IMPORTANT?

Because the company’s performance starts to depend more and more of the performance of the supply chain it’s essential to give an importance to the macroprocesses. The companies saw that they have to change the orientation on the whole supply chain  if they want to get performance. So, the main objective must be rising the profitability at the level of the whole supply chain. The management of the supplz chain shouldn’t be a ”game of sum zero”, in which some partners raises their profit and the others, no.  It must be a „game with positive sum”, through the comun work of all the members, aiming the raise of profitability at global level. For this thing could be possible, each member company of the supply chain must begin to watch the procces at the macro level, because the raise of total profitability implies the raise of the individual profitability. 

5. CONCLUSION

As the performance of a company becomes more and more connected to the performance of its supply chain, it is very important that companies focus on the three macro-processes presented above. After decades of focus on internal processes, a company must take under consideration the entire supply chain in order to be successful and profitable. As mentioned before, the objective must be increasing profitability of the entire supply chain (referring, as well, to the excess of the supply chain). A good supply chain management is a win-win situation, in which all partners involved in the supply chain can increase their profits by working together. So in order to increase their profits, companies must look beyond their own borders, but to the entire area of the supply chain they belong to, and think in the terms of all three macro-processes. In the end, we can say that we have tried to give a solution to the following problems:

1.Understanding the importance of information and IT in the supply chain

Information is essential for taking good decisions in the supply chain because it gives a great perspective, necessary for the best decisions. IT supplies the useful tools for gathering these informations and analyse for taking the best decision in the supply chain.

2.Knowing at a high level the way in which each supply chain uses the information

Each factor which influences the supply chain (facilities, transport, price) need informations for taking decisions. Information represents the effective component on which the decisions are based. The information is the glue that sticks together the  whole supply chain and which permit to function well.

3.Understanding the main aplications IT used in the supply chain 

The processes of the supply chain of a company can be put in 3 main groups of macroprocesses. CRM includes the processes that makes easier the interaction between the company and it’s clients. ISCM includes the processes focalised on internal operations of a company. SRM includes the processes which allow the interaction between the company and it’s suppliers 

A good IT system allow not only obtaining dates from the supply chain but analysing the decisions which maximise the profitability of the supply chain. 
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RESEARCH ON OBTAINING AND USING MARKETING INFORMATION IN COMMERCE COMPANIES
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Abstract: The present work refers to the issue of using marketing instruments (concepts, policies, strategies, research, etc.) in commerce companies in Brasov. The research is about identifying the marketing instruments that are used in the activity of the commerce companies in Brasov and about the particularities of marketing in commerce companies. The information obtained helps in better understanding the way marketing activity works in commerce companies in Brasov. 
Key words: marketing, marketing information, research, focus-group, marketing behavior. 

1. Introduction
Within modern market economy, marketing per se is an essential instrument for a business to develop. In order to be successful under the conditions of strong competition is important and necessary for companies to develop marketing strategies. One must create a model to follow by using a series of consecrated methods. An unquestionable fact is that whoever has information has the power. Therefore, a correct gathering of information will help the company to understand its position within a certain environment. The larger amount of information and, we may say, the most relevant, comes directly from the clients. Observing their behavior as consumers, very important aspects can be discovered showing specialists the right solution for each situation. Of course, the consumers’ behavior is not the only aspect had in view when defining a marketing strategy, but a better acknowledgement leads to a better satisfaction of the clients’ needs and requests. Therefore, marketing activity is very important for any company, but there are some questions, such as: do companies know how to do marketing? Do companies know marketing instruments and know how to use them? Is necessary for a company to have specialists to deal with these aspects, or marketing is also accessible to those with fewer knowledge in the field?
A qualitative marketing research was necessary, such as a Focus Group, to analyze the present situation, to observe the attitude of managers in Brasov regarding the marketing instruments, whether they use them or not and how much confidence do they have in marketing instruments when it comes to improving their activity. If they use marketing instruments, we wish to identify the problems they confront with and the solutions to these problems. We also wanted to find out the advantages of using marketing instruments and how helpful were them in commercial activity. If there are managers who do not use marketing instruments, we wish to find out the reasons for this. All these aspects, resulting from the research, will help us understanding better the relationship between the retailer and the client, and so observing the impact of using marketing instruments on consumption behavior. 

2. The methodology of the research

The Focus Group implied two groups of subjects that work as managers in commerce companies in Brasov. We chose a focused debate because this kind of debates are more flexible and generate ideas. These debates allow participants to communicate freely, by saying their own opinions, leading to the obtaining of relevant information.  The present research is about “Attitudes, opinions and behaviors of commerce companies’ managers in Brasov, regarding collecting and using marketing information”. The first group is formed by 8 members aged between 20 and 40 years, as well as the second group, managers of both sexes. The sampling was made by the means of a database that included the number of retailers in Brasov, as well as their contact information (phone number, address, etc.). The most recent information was from 2007. in 2007 the number of retailers was 7621, of different dimensions. To define the sample we used the systematic random sampling method, and the range was 6, “from 6 to 6 company”. The recruitment is realized by the means of a recruiting questionnaire. This questionnaire includes questions regarding all-important characteristics 
(age, sex, occupation, education, average income, etc.). With the help of the questionnaire, the possibility of including in the sample individuals who participated in the last 6 months to similar debates is eliminated. The recruiting questionnaire is applied by using the phone until all participants plus reserves are identified. 56 persons were questioned of the total population had in view, until 16 + 2 reserves were identified.         

Participants: At the level of the group the imposed selection criteria were respected. 

The participants were:

First group: 

	· One person, female, aged between 20-30 years, Sales Point Manager – retail company
	· One person, male, aged between 20-30, Marketing Manager retail company 

	· One person, male, aged between 30-40 years, General Manager retail company 
	· One person, female, aged between 30-40 years, Regional Sales Manager, retail company 

	- One person, male, aged between 30-40 years, General Manager public alimentation company 
	· One person, female, aged between 20-30 years, Regional Sales Manager, retail company 

	· One person, male, aged between 30-40 years, Regional Sales Manager retail company 
	· One person, male, aged between 20-30, Logistics Manager, retail company 


Second group:

	· One person, female, aged between 30-40 years, General Manager retail 
	· One person, male, aged between 30-40 years, General Manager construction company  

	· One person, female, aged between 20-30 years, PR Manager retail company  
	· One person, male, aged between 30-40 years, PR & Marketing Manager auto dealer 

	- One person, female, aged between 20-30 years, PR Manager retail company 
	· One person, male, aged between 20-30 years, PR Manager retail company 

	· One person, male, aged between 20-30 years Marketing Manager advertising company  
	· One person, male, aged between 20-30 years, General Manager catering company 


Defining hypotheses: Most companies in Brasov apply modern marketing in their activity; Companies in Brasov use most of the available marketing instruments; Companies in Brasov confront themselves with certain obstacles is collecting information from the market; Companies in Brasov are reserved concerning information exchange with business partners (suppliers, partners, etc.).  

Defining the objectives:

I. The attitude towards the marketing strategy and the necessity of knowing the  consumers’ behavior: Identifying the promotional means used; Identifying the profile of the consumer in participant companies; Identifying the orientation of the company (towards market, product, or client)

II.The conception regarding marketing instruments and their role in defining the marketing strategy: How does marketing work in questioned companies; Identifying the marketing instruments companies use; Identifying the most frequently used marketing instruments; Identifying the reasons that set the basis for choosing the instruments; How much reliable are the result obtained by using the certain marketing instruments

III. The impact of using marketing instruments on the merchants’ strategy: Identifying the marketing instruments used in defining the marketing strategy; How easy are the marketing instruments to use; Identifying the disadvantages of using the marketing instruments; How cooperative  are those who supply information

IV. Suggestions for optimizing the efficiency of using marketing information: Identifying the intentions of the strategy in use; Identifying the importance given to secondary data; Are the subjects willing to share information; Identifying the methods to avoid conflicts in information exchange; Identifying the most important information for subjects; Identifying the persuasive methods of convincing those who posses information to share it  

Planning the moderators’ guide
The date must be carefully chosen in order not to coincide with any holyday or any other event (sportive, cultural, etc.). The Focus Group took place on May 19, 2008, in AIII1 hall, on Colina Universitatii. Both focalized debates took place on that specific afternoon. The first group started the debates at 5 p.m. and the second group at 7 p.m.    
Preparing for the debate: preparing the interview guide; preparing the apparatus (2 video cameras, 1 photo camera and one recorder); verifying the equipment that is to be used during the debates; preparing the snack (cookies, soda, water, etc.). 
Preparing the interview guide:
The debate starts with a series of questions meant to make the participants comfortable with the subject of the debate, and the identification questions so all participants get to know each other. The introduction will last for approximately 5 minutes, while the participants introduce themselves. The first part lasts for 20 minutes (each member of the group has approximately 2.5 minutes). The middle part (2+3) lasts for 55 minutes, while the participants supply information regarding the marketing activity that companies run, marketing strategies, marketing instruments, etc. The final part lasts for 20 minutes. 
The interview guide
Preamble (5 minutes)

Good afternoon/ good evening! Welcome and thank you for accepting to participate to this group debate. My name is Simona Balasescu. We will all participate to a communicative Focus Group. I will try to ask questions as clear as possible and I must inform you that no answer will be regarded as wrong or right. 

This debate will be recorded both video and audio, and my colleagues will follow the debate. If you wish, you can have soda, cookies and everything else is put on the table. We shall start the debate on marketing information used by retailers as well as about instruments that help collecting this information. If there are any questions or ambiguities, please ask me now. At the beginning, let us get acquainted! (each participant states his/her name).

I. The attitude towards the marketing strategy and the necessity of knowing the consumers’ behavior (20 minutes):  Generally, are you satisfied by the activity your company runs? Do you consider the effort of maintaining your company on the market as unjustified? What promotional means did you use to increase the awareness of consumers regarding your company/products? Which of those means you consider as being the most efficient? Why do you think clients come to your company?  What do you think first when you hear the term “strategy”? Starting from the idea that the marketing strategy is_______________, i would like to know your opinion regarding the importance it has in ____________. Do you thing it is necessary for a company to have a marketing strategy in order to be profitable? In your opinion, how important it is for a company to know the consumers’ behavior?  How would you characterize in 2 or 3 phrases the modern day consumer? Is studying the consumers’ behavior sufficient for defining the best marketing strategy? 

II. The conception regarding marketing instruments and their role in defining the marketing strategy (25 minutes): Do you think the company you work for has a clear defined marketing strategy? Who was in charge with defining the strategy? Resume in 2-3 phrases the most important aspects of the marketing strategy used by your company. Do you have the tendency to rely on your intuition in taking the decisions? How important is the marketing strategy for your company? Is there a specialized person taking care of marketing activity in the company you work for? Select from the following list the marketing instruments you use in your activity: database, data warehouse, marketing research, primary data (simulation, experiment), secondary data (internal – reports, graphics, situations; external – articles, works) For what reason you chose these instrument (s)? How reliable are for you the results obtained after using these instruments?

III. The impact of using marketing instruments on the merchants’ strategy (30 minutes):Do you use marketing instruments to define the marketing strategy? What king of instruments do you use? Have you ever contracted a consultant (company) for helping you chose the marketing instruments? How difficult it is for you to use these instruments? How was the activity of your company influenced by using the marketing instruments? Which were the main disadvantages in using the marketing instruments? Which of the marketing instruments you think it supplied the larger amount of information and was a real support in the activity of your company? How cooperative are the subjects from who you must collect information? What were the biggest issues in accessing information?

IV. Suggestions for optimizing the efficiency of using marketing information :Do you intend to change the present marketing strategy? What other instruments are you thinking to use in the near future in order to better define the marketing strategy? How important do you think secondary data is in taking decisions concerning a present issue? Under what circumstances are you willing to share information you own with suppliers or business partners? In your experience, did you have any conflicts with partners regarding information exchange? How can conflicts between supplier and retailer be avoided, when exchanging information? If you had at your disposal a full database of consumers, what information would you like it to include, that will help improving your activity? By what means can clients be persuaded to supply various information required by the marketing strategy?

If there are any completions, please feel free to express yourselves! This is where our conversation ends! Thank you for your participation!

3. The abstract of the final research report 

In the opinion of the subjects, the most efficient promotional means are both direct and indirect ones, particularly indirect, which are more accessible to the company, no matter its dimensions. The promotional means are selected depending on the exact needs of the company, as well as on the companies’ financial possibilities. Regarding the profile of the consumer, all subjects characterized the consumer by the means of one term. A full profile could be: snob, picky, undetermined and easily influenced. In other words, the nowadays client’s profile is: clients who want high quality, low prices and delivery terms as shorter as possible. Some of the companies are oriented towards the market, others towards profit and some towards clients. This statement results from the association of the term “strategy” with a random term. Having under consideration the fact that most companies are oriented towards clients, we may say that the commercial activity in Brasov has a good direction. 

In companies had in view, the marketing activity is done mainly by a department (6 cases), but in the case of 25% of the companies (2 companies) marketing activity is done by the General Manager, which does not allow a good development of the company. As long as the 2 companies do not have a marketing department and not even a specialized person to do marketing, is obvious that a marketing strategy does not exist. In these 2 companies, decisions are often taken on intuition, which leads us to say that the market activity does not follow exact rules, as in the case of the existence of a marketing department which defines a viable marketing strategy or plan. Regarding the marketing instruments, smaller companies use primary data and databases obtained by own means, while larger companies use all marketing instruments mentioned by the moderator, meaning: databases, primary and secondary data, marketing research, etc. From all these, the most efficient are – databases in the case of smaller companies (37.5% - 3 nominations), marketing research in the case of larger companies (62.5% - 5 nominations). Smaller companies chose databases as main marketing instruments because of the lack of funds for using other instruments, while the other companies chose all instruments for a better analysis of the market, or for better understanding of the client, or even for increasing the profit. There is a concordance between answers provided to this question and the association of the term “strategy” to a random word, strengthening their orientation as company, towards client, market or profit. The subjects are very confident in the results obtained by using marketing instruments. We may say that this confidence helps them because it allows building a clear vision and mission of the company. Defining the marketing strategy, small companies use databases and larger companies use all instruments, especially marketing research. The representatives of the 2 companies without a marketing department, stated that they do not have a marketing strategy well defined. 

Having under consideration the difficulty of sustaining on the market, we reached the conclusion that using the marketing instruments is not difficult at all, but quite easy. 2 issues may appear when using marketing instruments, more exactly: non-representative data and irrelevant data. Subjects stated that, sometimes, data from databases is out of time, incomplete or wrong, which makes it be irrelevant (in the case of smaller companies that use databases as main marketing instrument), while others stated that information is not always representative (in the case of larger companies that use mainly marketing research), referring to the fact that they receive some information from marketing research, but they see something different when they contact directly the client. 

All subjects stated that those who posses information do not cooperate and do not share it, and the lack of communication (and the low budget in the case of small companies) is an obstacle in accessing information. From here results conflicts when it comes to exchanging information. Most subjects intend to change the marketing strategy in the near future. Small companies are willing to use marketing research as a marketing instrument that will help with their marketing activity, and larger companies will continue to use all marketing instruments. Regarding the secondary data, it is very important to all subjects. Using secondary data as marketing instrument reveals a great importance given to marketing activity, even in the case of the companies that have neither a marketing department nor a specialist dealing with marketing activity. Having in view the problems we identified in information exchange, small companies are willing to share information, but an absolute “no” comes from larger companies concerning this exchange. Starting from the hypothesis that subjects own a full database, they would like to find in it more information referring to the history of their partners, exact needs of the consumers, satisfaction, and other information.  

4. Conclusions
We can conclude that marketing activity is very important to all companies. This can only lead to improving their activity on the market. The marketing instruments companies use are various, including all elements brought into discussion. The importance given to the marketing instruments, strategies and plans, emphasizes the fact that also in our country, marketing activity is essential to the success of any company. The present work is only the first step in understanding marketing in commerce companies. A quantitative marketing research will follow and the results will be published with the occasion of a future scientific manifestation. 
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Abstract: It would be the most appropriate to define relevant market in order to determine the market segment where anticompetitive practices occur. Competition, as an economical process that the legislation of the countries with an economical market tend to promote and protect, develops on the backround of a specific market: the relevant market. Implementing the legal stipulations concerning competition always involves relevant market. Anticompetitional practices have the following connections with the relevant market: agreements involve a top level risk when they are settled between economic agents interacting on the same relevant market; abusively making use of the dominant position is defined with reference to the relevant market where the respective abusive practices occur. The very concept of relevant market is used to determine the products (services) and economic agents in direct competition. Relevant market is the concept which reunites the product to its geographical area where made and traded.
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1. INTRODUCTION

The definition of relevant market is necessary in order to establish the market share where the anticompetitive practice occurs. The competition, as an economic process which the legislation in some countries having a market economy is trying to promote and protect, is developing on a certain market: the relevant market. The application of legal provisions regarding competition always refers to the relevant market. The anticompetitive practices present the following connections with the relevant market: the agreements present a maximum risk of noxiousness when they establish between the economic agents which are acting on the same relevant market; the abusive use of the dominant position is defined through a reference to the real market on which the abusive practices manifest themselves. The notion of relevant market is used in order to identify the products (services) and the economic agents which find themselves in direct competition. The relevant market is the notion which reunites the product and the geographical area on which this one produces itself and commercializes. The relevant market has two components: The product market; The geographical market.

2. THE PRODUCT MARKET

Its definition is based on the following elements: all products which may become in a certain period of time the substitute for the respective product , create the image of the product market from the view point of the supply; all products considered as being substitutes for the respective product by the consumers; create the image of the product market from the view point of the demand; the relevant market of the product is equal with the reunion between the multitude of products considered to be substitutive from the view point of the demand and the multitude of products considered as being substitutes from the view point of the supply;In order to identify the products considered to be substitutive from the consumer’s point of view the following parameters are being used: the characteristics: the products have to be similar (not necessarily identical), but they have to be able to be considered substitutive from the consumers’ point of view; the utility:  it is given by the fact that the products present a sufficient degree of substitution for satisfying the consumers’ necessities; the price: it is important not only as a level, but especially as an element according to which the cross elasticity is calculated, which must have close values. Through the empirical analysis, the consumer establishes a certain relationship between: The degree of satisfaction which a certain product procures itself thanks to its characteristics; The price to which this product is offered.The product market from the view point of the supply is identified on the basis of two parameters: The easiness refers to the possibility a certain producer has, so that in a reasonable period of time, to be able to offer substitutive products for the analyzed product. This depends on: Technology; Preparation of the work force; Natural and financial resources; The reward: how acceptable the production of the respective goods is from the economic point of view for the economic agent.
3. THE GEOGRAPHICAL MARKET
Its definition is based on the following elements: the economic agents involved in the production/ commercialization of products included in the relevant market of the analyzed product (substitutive products); the territory on which the economic agents from above are localized; the homogeneity of the competition conditions on the respective territory.The definition of geographical market is subsequent to the definition of product market.In order to define the geographical market, the Competition Council recommends taking into account the following elements: the type and characteristics of the involved product; the existence of some barriers when entering in the respective branch; consumers ‘preferences; differences at the level of the market quotas held by economic agents in the neighboring  geographical regions; substantial differences between the price level at the supplier and the level of shipping charges.
4. DEFINING THE RELEVANT MARKET IN CASES OF ECONOMIC CONCENTRATION 
The first step done in the analysis of the economic concentrations is represented by defining the product market and geographical market affected by the notified economic concentration.The product market and the geographical market will represent the context in which the market power of new economic entity resulted from the concentration is evaluated. In order to define the relevant market, in the economic concentration cases, we will have in view the impact of the proposed concentration operation on competition, in its dynamics, so on the relevant market in its new structure, which will result after the concentration implementation. For this reason, the notion of relevant market is being used. The affected market represents the relevant market of the product, within which: two or many more involved parts in the concentration operation act on the same product market and, as a consequence of concentration, their market share surpass 15% (horizontal relations); one or many of the involved parts operates on a product market situated in the upstream or downstream of any other market on which other involved parts are presented and, moreover, their individual or combined market share is of at least 25%, no matter if there is or not a relationship between the supplier and the client, between the parts that participate at the concentration (vertical relations).
5. ECONOMIC CONCENTRATION REALIZED THROUGH QUALITATIVE MODIFICATION OF THE CONTROL EXERCISED ON A COMMERCIAL SOCIETY – CASE STUDY
5.1. Description of economic concentration operation 

The economic concentrations according to the Competition Law no. 21/1996, refers to the situation in which a reduced number of economic agents hold a high percentage of economic activities- expressed by the total of sales, assets and work force-on a certain market. The size of these indexes characterizes the degree of economic concentration, at a given moment. The economic concentration operations, according to article 10 paragraph (2) from the law, are realized through: fusion or the control achievement. The objective of the economic concentrations control by the Competition Council is to watch against the creation of monopolies or economic agents with a dominant position on the market, which may lead to significant limitation, elimination or distortion of competition on Romanian market.The Competition Council analyzed the economic concentration operation achieved through the qualitative modification of the control exercised on SC Fabryo Corporation Ltd Popeşti Leordeni, from the unique control hold by Fabryo Holding Ltd. from Cyprus, to the common control hold by Oresa Ventures Nv from the Netherlands Antilles and Mr. Daniel Guzu. The control achievement was realized on the basis of a Transfer instrument of shares, concluded on 3 May 2006 between Fabryo Holding Ltdfron Cyprus, a unique associate at Fabryo Corporation and Oresa Ventures Nv from the Netherlands Antilles and Mr. Daniel Guzu. Through this transfer, these last ones acquired a number of 4935, respectively 3975 social parts from the social capital of the Fabryo Corporation Ltd Popeşti Leordeni. The operation of economic concentration was notified by the Competition Council, because there were fulfilled the conditions stipulated in article 14 from the Competition Law, no.21/1996, republished, respectively the cumulated turnover of the involved economic agents, realized in 2005, surpassed the equivalent in Romanian money of € 10.000.000 .Otherwise, each of them has partly realized on the territory of Romania, a turnover higher than the equivalent in Romanian money of € 4.000.000. The structure of the stockholding SC Fabryo Corporation Ltd. after the common control achievement, on June, 3, .2006, presents itself in the following way:
Table 1. The structure of the stockholding SC Fabryo Corporation Ltd. after the common control achievement

	Critical

Number
	Associates
	Nr. of  Social Parts
	Social  capital quota

(%)

	1.
	Oresa Ventures
	3.975
	39,75%

	2.
	Guzu Nicuşor 
	4.935
	49,35%

	3.
	DanieGuzu Irina
	1.090
	10,9%


Between the associates SC Fabryo Corporation Ltd., there was concluded an agreement through which the parts agreed that the strategic decisions which determine the company’s behavior on the market, will be adopted with at least 75% from the held social parts. 
5.2. The definite relevant market
According to instructions regarding the definition of relevant market, in order to establish the substantial part of the market, the relevant market represents the market on which the competition is carried on and it is used for the identification of products and economic agents which find themselves in a direct competition in businesses. A relevant market contains a product or a group of products and the geographical area on which these ones are manufactured and/ or are commercialized. The relevant market has two components: the product market and the geographical market. In the case of the economic concentration subjected to the analysis, in order to define the product market there were identified the products realized by the involved parts. Sc Fabryo Corporation Ltd. purchased society produces and commercializes the following products: decorative paint (washable paint, alchidic paint and varnishes); solvents for alchidic paint; solvents for automobiles paint; antifreeze; adhesives (different types of glue); trade with building materials, metal frames, polystyrene, other automotive products etc. These products are not substitutive products from the view point of their characteristics, utilization and price. Oresa Ventures Nv, purchasing part and no one of the member societies taking part from the Group, does not have as activity objective the manufacture of paints, varnishes, printing inks and mastics. Therefore, these are not present on the market on which the purchased society is acting. According to item 185, from The Rules regarding the license of economic concentrations, in case of a vertical economic concentration, the relevant market where the operation of economic concentration is taking place is the relevant market of the acquired economic agent. Taking into account the fact that Mr. Daniel Guzu, purchasing part, controls SC Farbe Net Ltd., society which is present on one of the markets where Fabryo Corporation is also acting, respectively on the market of decorative paints, on this market a horizontal integration is also realized.  Therefore, the products on whose markets the economic concentration is realized are: decorative paint (alchidic paint, washable paint and varnishes); solvents for alchidic paint and automobiles paint, antifreeze and the commercialization of building materials and other automotive products. The geographical market is made up of producers’ products included in the relevant market of the product situated in the same places on which the consumers group of the respective products takes into consideration when taking the decisions of buying. When giving the definition of the geographical market, it was taken into account the fact that the products manufactured and commercialized by the Fabryo Corporation Ltd. and Farbe Net Ltd.societies are delivered on the entire territory of Romania. Therefore, in the case of the economic concentration operation subjected to the analysis, the geographical market was defined as being the entire territory of Romania. As a conclusion, the defined relevant markets within the analyzed economic concentration operation are the following: the market of decorative paints (alchidic paint, washable paint and varnishes); the market of solvents for alchidic paint and automobiles paint; the market of antifreeze; the market of adhesives; the market of the commercialization of building materials and other automotive products, on the entire territory of Romania. The supply of these markets is represented by SC Fabryo Corporation SRL and by Farbe Net Ltd., along with other native producers and imports. The demand on the defined relevant markets is represented by economic agents who are developing their activities in the automobiles domain. According to the estimations of the Association of Paint Industry from Romania („AIVR”),  the total consumption of paint on the market (industrial paint and decorative paint ) decreased from approximately 190.000 tones in 1989 to approximately 100.000 tones in 2000. Later on, the market started to recover, reaching in 2005 an estimated volume of 140.000 tones. By realizing this economic concentration, the structure of markets concerning the products supply:solvents for alchidic paint and automobiles paint, antifreeze, adhesives,  do not change, because the purchased parts Oresa Ventures and Mr. Daniel Guzu, were not present, before realizing the operation of economic concentration, on the relevant markets through the commercial societies they manage. For the consumers of this market they remain unchanged, presenting the same characteristics, before and also after the realization of economic concentration. Changes from the view point of the supply take place on the market of decorative paints ( alchidic paint, washable paint and varnishes) because before realizing the operation of economic concentration on this market, there were present the purchased society, Fabryo Corporation  as well as Mr. Daniel Guzu, through SC Farbe Net Ltd.
5.3. The situation of the competition on relevant markets
In order to determine the effects of the economic concentration there were compared the market segments owned by the involved societies and their competitors on the main relevant markets. As a consequence of this operation accomplishment, the situation of competition on the market of decorative paints does not change, meaning that at the market share held by SC Fabryo Corporation Ltd., it is added the market quota held by the society managed by Mr. Daniel Guzu, SC Farbe Net Ltd. This increase does not represent a significant change of the market, because on this market there are competitive societies which own bigger market quotas. On the other defined relevant markets the situation does not change, and the resulted market segments are in fact the market quotas previously held by Fabryo Corporation SRL. The most important competitors of SC Fabryo Corporation Ltd. and SC Farbe Net Ltd., on the market of decorative paints, are Köber, Dufa and Policolor.  The imports of decorative paint occupy fewer than 10 % from the national market and come from countries as Hungary, Turkey and Germany. On the market of decorative paints, in 2005, SC Farbyo Corporation Ltd., purchased society, occupies the third place, the first two places being held by Dufa Romania and Köber.
Conclusions
The operation of economic concentration realized through the qualitative modification of the control exercised on the SC Fabryo Corporation Ltd. Popeşti Leordeni, did not have as an effect the significant limitation, elimination or distortion of competition on defined relevant markets. As a consequence of the effected analysis, it was noticed that there are not foreseen as possible the effects with an anticompetitive character on the defined relevant markets. The competition authority, in accordance with the stipulations of article 46, paragraph 1, b) from the law, issued a decision of non-objection, realizing that , even if the operation of economic concentration notified falls under the law’s incidence, there are no serious doubts regarding the compatibility with a natural competitive background.  This case was an interesting one because of its complexity, because of the realization of a vertical integration, as well as on horizontal of the involved activities of parts. 
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Abstract: This paper aims to identify the place of the promotional communication within the marketing activity of the service firms on the Romanian market. In order to achieve this objective, the paper is basing on the results of an exploratory and quantitative marketing research conducted in the summer of 2007. The sample contains more than one hundred service firms, which active on the national market, and our team used a well-built questionnaire as a research instrument. The main issues analyzed within this research are: the existence of a specific marketing structure into the company, the main types of activities conducted within this structure, the marketing activities carried out in the company, the place of the marketing communication activities within the marketing activity, communication or promotional objectives and budget and the promotional techniques used by the company.
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Over the last few decades, both scholars and practitioners have become extremely interested in identifying the most effective means for delivering the necessary services to the targeted public. This is why the increasing role of promotional communication in the domain of services has been highlighted within the advertising literature. In addition to this, the authors Lovelock and Quelch examined only at the theoretical level the use of temporary promotions to lure consumers in a time of economic recession, in order to offer guidelines to service marketers on the effective use of promotions and caution against misuse of this technique. [Lovelock;  Quelch, 1983, pag. 66]. Meanwhile, there was conducted an exploratory study, in order to examine the degree to which integrated marketing communication has been utilized by advertisers across various service categories. [Grove; Carlson; Dorsch; 2002, pag. 393]. Even if Quelch (1989) states that sales promotions – another important promotional technique – are used by nearly all services producers as temporary incentives aimed at changing purchase behavior, unfortunately there is still a little understanding of what kinds of promotions attract which consumers to one location or another. So, another research was conducted in order to determine who is likely to respond to sales promotions, particularly those sales promotions that attempt to deliver additional hedonic experience to the leisure services. [Wakefield; Barnes; 1996, pag. 410]
In Romania, until now, there have not been made scale studies on the use of promotional techniques by service companies. Therefore, we consider useful to initiate a series of research on the place and role of promotion within the marketing activity of the marketing firms on the Romanian market and on the way in which marketing specialists use promotional communication to achieve their objectives. In a first stage we have made a study in order to underline the place occupied by promotional communication within marketing services firms.

Over 90% of the services related companies have a marketing department under a variety of names: marketing department (60%), office (8%), service(4%), division (2%)). Some companies that mentioned having a marketing department integrated the marketing function with other functions such as: sales (7%), commercial (5%), advertising and communication (3%), client service (3%). Almost 70% of the analyzed companies have less then 5 employees in their marketing department, less then 15% of them between 5 and 10 employees and this should not be regarded as an effect of outsourcing the marketing related activities. Usually the outsourcing process regards the production of advertising related materials, sometimes market researches and in store promotion. As expected there is a strong link between the name under the marketing department resides and the number of employees working in it. As a rule stand alone marketing departments have less then 5 employees, bigger numbers being reported for combined marketing and sales/commercial departments. The main activities evolving the marketing department are: establishing the products portfolio (47%), conceiving the marketing strategy of the company (43%), marketing research and other analyses (41%), marketing communication (40%), conceiving short and medium term marketing plans (34%), setting the price levels (32%), maintaining relations with suppliers (27%) and distribution companies (24%) and testing various products and packing solutions (13%). The unbalanced answers received regarding the activities specific to the marketing department show a relatively low understanding of the marketing mix concept among some of the companies being analyzed and also the strong heritage these departments have from the commercial/sales departments. Supporting the statement above is the rather consistent number of marketing specific activities being done by the commercial department: establishing the price levels (28%), marketing research and other analyses (24%), establishing the products portfolio (18%), percentages significant above the number of companies that use the commercial department for marketing purposes.  This also shows the strength of the link that still exists between these two departments. Either if this is simple work division strategy or a vague separation between the marketing and commercial function remains to be seen later on this article.

The logistics department seems to stand clear out of the way of the marketing department; the only two activities they seem to share are maintaining relations with the supplies and the distributors, this being a normal behavior for the two departments. Some of the analyzed service based companies reported marketing activities being done in some unusual departments starting from the secretary and the production department and ending up on the top management. Even companies with a decent number of employees and a marketing department left some sensible marketing activities (like conceiving the marketing strategy, establishing the product portfolio or sitting the prices) to the top management or some other trust worthy department. We can understand the reason for doing so, especially in a bigger enterprise but acting this way may end up with rather severe loses for the company if these decisions are made without the information gathered by the marketing department or if the marketing department itself is being let out in the dark regarding the means in with these decisions are being made. As for the specific marketing communicational activities almost half (44%) of the companies analyzed regard them as being as important to them as the other specific marketing activities. By correlating the total annual turnover with the importance given to communicational marketing activities we can observe a remarkable balance between the one considering them more important and the ones considering them less important then other marketing activities. Companies with an annual turnover exceeding 50 million euros stat clear that the communicational activities are more important than any other marketing activities.

When inquired about the objectives established for the communicational strategy over 70% mentioned finding new customers, and presenting their offer towards the consumer, 40% stated that they desire to increase their public image, the brand awareness and less then 25% mentioned market research, pleasing their business partners and finally educating the clients through sending them important information. Confronted with the delicate question - how much of the marketing budget goes to communication activities?- over 12% refused to say or had not even approximate figures and 20% said it was variable (the budget was made as they needed funds). Approximately one third (30%) of the analyzed companies reserved between 5 and 20% of their marketing budget for communicational purposes, 21% reserved between one third and one half of their marketing budget (36-50%), 15% are allowing 21-35% of their marketing budget to go to communicational purposes and more then 10% of the companies reserved less then 5% of the marketing budget. Most of the companies reserving 36-50% of the marketing budget for communication activities have an annual turnover greater then five million Euros but still this is relative as we can not determine the size of the marketing budget of each company. An interesting fact is the fall of TV and radio publicity and the rising of the popularity for the daily newspapers (22% are using it often) and magazines (24% are using it often). At first this behavior seems to be an effect of the high prices required by the TV and radio stations but the true reason seams to be the ever increasing number of TV stations (the same audience is now divided between more and more stations) and the increasing popularity of downloaded movies and TV shows (witch decreases drastically the time spent watching TV). Other very popular communication tools for the Romanian companies, specially the services related ones are the mass distribution of flyers, brochures and catalogues (over 55%), outdoor and indoor displays (22%). Those methods can not be included among the cheapest methods but their efficiency can not be doubted and the competition loves them. A particular set of methods often used by the Romanian companies are price reductions (49%), promotional gifts (43%) and games and lotteries (10%). They are particular because companies used  them more in order to get rid of a bad selling stock of products then as a way to send a message towards the consumer.

Free try-outs, in-store publicity and merchandising have little or no applicability for services related businesses but some of them use demonstration shows on TV or in stores, endurance tests and other means to brig the service closer to the consumer. The communication using press relations is often used to announce a new product or to reinvent an old one with good results and 23% of the companies use then. Working with the press might be expensive and quite tricky sometimes but the effect on the consumer is far superior then direct publicity. Special events on the other hand are divided in two main categories as our respondents see them: expensive large scale events (like concerts, plays and others) and less expensive demonstration tours, presentations. 18% of the analyzed companies are using events in order to communicate with their customers but most of them refer to less expensive events witch seem to be of a special importance to service related companies.

Patronage and Maecenas are rarely used by Romanian services companies because the public in general is rather indifferent to them always questioning the methodology for giving the material aid to those in need instead of recognizing a good dead from the company.

For services related company image is everything and specialized fairs and exhibitions are a must for them. Of course the costs are far from small and the overall effort can be substantial but the effects are truly rewording: increased visibility, dialog with the main players and possible future customer, displaying the top rated results and others. Almost 50% of the questioned companies did not attend any internal promotional events, and close to 35% attended less then 3 such events. This clearly confirms the fact that “big companies have money because they have marketing” and not the other way around. Only 8% of the questioned companies attended between 5 and 10 events and nearly 7% participated at more then 10. From a very generous list of national events the most popular seam to be the ones taking place in the Romexpo exhibitions center mainly because the large numbers of attendants, large display spaces and the tradition of attending them formed over the years. Over 80% of the companies enquired do not participate at any international events and the rest participate at less then 5. This is mostly due to the large amount of resources needed, the toughness of the international competition and the difficulties in competing on an international level. 50% of the companies see the effects of the last event as decisive for attending the next edition, more important then the presence of the competition (less then 30%), and the image benefits achieved and almost as important as closing contracts during the event (42%) and showing off brand new products, services and results. Distinguishing between a successful event and a disappointing one is a matter of closing contract during and short after (54%) and having a large number of visitors (43%) and just in secondary receiving prices and acknowledgements, articles written in press and confronting the competition. The most popular domains for patronage are humanitarian aids (20%) sports (18%), science (14%) and healthcare (13), representing the main interests manifested by our society. A rather unexpected result is that our society does not seem to appreciate corporate patronage in education, arts and culture. Maecenas on the other hand is seen by the companies a way to help mainly as humanitarian aid or contributing to the healthcare system. Patronage is mostly seen a method to create and maintain a good image for the company (45%), receive tax related advantages (41%), increasing the sales (35%) and increasing the brand awareness for their services (32%). Maecenas on the other hand is mostly about aiding a cause they believe in (25%) and, increasing the image o the company (20%). The most popular reasons among the ones questioned to have a commercial event are launching a new product/service (38%), the opening of a new shop/headquarter/representative (24%), and celebrating a anniversary (15%). As for corporative events, events that are far more popular to the companies, the reasons are: the anniversary of the organization (39%), obtaining some remarkable professional performances (30%), opening new representatives (26%), obtaining excellent financial results (22%), entering a new market (20%) and finally having good cultural or sport related results (8%). Similar results were obtained regarding proper holydays to have an event for making the product or the brand known. The most popular such day were: Christmas (35%), Easter (25%), The New Year (13%), St. Valentine/Dragobete (10%), children’s day (7%) and the national day (3%).


The most popular activities related to the sales force are: various demonstrations and test for the services/products offered (50%), training for he employees (48%) and ways to motivate the employees (45%). In secondary the companies are also interested in collecting information from the customers (22%) and monitoring the achievement of the established target (20%). Internal communication is becoming more and more important for a modern organization. The most popular internal communication objectives within the analyzed companies are: building and encouraging the team spirit (90%), raising the efficiency of the employees (89%), maintaining a pleasant working climate  (88%), assuring the transparency towards the employees regarding the way in witch the company is organized and its actions (86%) and assuring the same communicational message for the public (66%). The proffered means in achieving the objectives above are: training (67%), the intranet of the company and team building (each with 58%), the internal journal (17%), various meeting (10%) and video-conference (7%). Responsible for reaching the internal communication objectives are: the top management (52%), the HR department (35%) the marketing department (27%) and with less then 10% the PR or the internal communication departments. Less then 7% of the questioned companies acknowledged that they used lobby, usually through an external consultant, in order to push a product in a specific market, avoiding the slow moving public system for obtaining various approvals, enhancing the image of their company and to promote important events. 35% of the analyzed companies have a well established crisis strategy and less then 5% of them declared that they use an external advisor in such matters. 47% of the companies were confronted with a crisis situation in the past but just for 20% of them the crises affected their image and this on short term.

Many managers choose to try and do pretty much everything using internal employees before going to an outside consultant. From the data collected the only activities companies choose to get help from outside are the ones that require certain unavailable knowledge or special equipments like: graphic design and video editing (27%), establishing the media strategy and pre-testing a communicational campaign (each with 22%), composing the content of a communicational message (16%), monitoring a campaign and the evaluation of its efficiency (each with 15%) and building a new brand (13%). For the other most common activities more then 90% of the enquired companies choose to do them themselves: conceiving the communicational strategy, analyzing the current situation, creating the positioning map, establishing the marketing and communicational objectives and choosing the targeted audience. Over 60% of the companies analyzed do not plan the communicational activities in advance; they usually make them as they go, as the situation requires it. This kind of behavior shows that for most Romanian companies the communicational activities are more like a luxury and are to be used only if they are absolutely needed. 

The present research offers a pretty clear picture, but not very gladdening, regarding the integration of promotional activities within the marketing activities of the services firms on the Romanian market. The main conclusion of our research is that the promotional communication activities are listed among the marketing department only in 40% of the analyzed companies. In addition, the results do not indicate a high level of professionalism regarding the use of promotional techniques. So, furthermore we intend to run a series of studies to follow the evolution of issues tracked in this research and to attract attention, when appropriate, on items that can be improved
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THE USING OF TABULAR CALCULATION PROGRAMS 
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Abstract: The example presented in the work is realized with the help of the EXCEL application and illustrates a simple model for controlling the enterprise management by the method of accounting results and the global production. This method is based on the decomposition in price and volume of any accountant post of result that permits simultaneously the determination of the enterprise’s performance variation in one or another year and to make the growth or diminish analysis of these results, repartitioned between the production factors: shareholders, personnel, state, clients, and enterprise. The advantage of the present method: a greater understanding of the business finality and medium of business from the enterprise, e new light for the relations between the partners and the enterprise, the possibility that the tabular calculation program for generating decisional support systems.
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The tabular calculation program consists of a working instrument with numerous advantages, first for being easy to learn, even by the unprofessional managers in the calculation techniques domain. Secondly, at the basis of the decision took was also the possibility of the tabular calculation program to generate supporting systems decisional useful in activating financial management and, at the same time, easy to use. The realized application executes afferent calculations, using different categories of specialized functions, and shows the impact of key variables change over other variables to which the first ones are connected. Also, it is realized a binding between the models from the separated work papers so that the numbers from a paper to interfere also in another’s calculation. In the present case, the part about the production costs can be modulated by the production department, the salaries from the human resources department. Following to the execution of the calculation procedure, the report module receives the edited data for presenting them afterwards under the form of graphics and tables, depending on the criteria selected by the user. The application that uses this methodology comes and completes the other aspects referring to the incoming file format, the time for obtaining results and the result presentation format. The application is extremely easy to use, leading the user towards the final results in a natural way, permanently having control over the variables used.

Administrating the application requests minimum knowledge, periodic data saving being necessary. Thanks to the application structure, there can be taken over easily data to be transferred in a back-up system. The next example, realized with the help of the Excel application illustrates a simple model viewing the global production and result accountancy method for controlling the enterprise’s gestation.

This method is based on the decomposition in price and volume of any accountant post of result and this permits simultaneously to determinate the enterprise performance variation in one year or another and the growth or diminish analysis of these results, represented between production factors: shareholders, employees, state, clients, enterprise. It is considered an enterprise that produces and sells “i” products (i = 1 . . . . .m) using j production factors (j = 1. . . . .n) having the following dates:

The quantity of products (Pi) and the distribution factors (Fj) with the following values: Pi – for the year 0; Pi + ∆ Pi – for the year 1; Fj – for the year 0; Fj + ∆ Fj – for the year 1.

Their unit prices are the following: pi – for the year 0; pi +∆ pi – for the year 1; fi – for the year 1; fi + ∆ fi – for the year 1.

The quantity of products (Pi) and the productive factors (F) with the following values: 

Pi – for the year 0; Pi + ∆ Pi – for the year 1;

In the first step we will present the base equation for applying this method. this way. This way, the accountancy equation of the 0 year is written:

1. ∑ Pi*pi =∑ Fj*fj +R. (R -  represents the universal current result before the tax rates for the 0 year).

For the first year, the equation is the following:

2. ∑ ( Pi + ∆ Pi) *( pi + ∆ pi )  = ∑ (Fj + ∆ Fj ) * (fj +∆fj  ) + R +∆ R

(R + ∆R – represents the current results before tax rates for the year represents the current result before the tax rates for the passing of year 1)

3. ∑ pi * ( Pi +∆Pi ) - ∑ fj * ( Fj + ∆Fj ) = ∑ -∆pi * (  Pi +Pi ) +∑ ∆ fj *( Fj +∆ FJ ) +    R+ ∆R

Decreasing equation 1 from equation 3 we obtain equation 4:

4. ∑ pi * ∆ Pi - ∑ fj *∆ Fj = ∑ - ∆pi ( Pi + ∆Pi ) + ∑ fj *( Fj +∆ Fj ) + ∆ R

And so, the production overdose created is equal with the overdose distributed productivity.

The first term of the equation represents the overdose of result obtained, the second term of the equation the mode of result distribution on production factors. We must not think that there are two moments of the production process;

In the first part takes place a productivity growth again, and in the second part, the process is simultaneous and is developed during the whole production exercise. For edification we give the following example, figure 1, (the total value and the result are in lei): 

Figure 1
The products bought and sold are recorded into accountability; the value of salaries is calculated on the basis of the hours counted and time prices, the provision and redemption value have been calculated in conformation with the new instructions in effect.

The overdose of productivity was created this way, figure 2:


Figure 2
-  A selling volume increase:   ( 1082 - 984 )*12 = 576

-  A selling volume decrease (1320 - 1200 ) * 3.8 = 456

-  A selling volume decrease of worked days (40800 - 36000)*0.12 = 576

Total productivity growth:   1608

This overdose is allocated this way:

-  The suppliers of prime matter and materials: (4,2-3.8 ) * 1200 = 480

-  For the employees : 36000 (0.14 -0.12 )                                      =720

-  For the enterprise and state stockholders (1900-1492)               = 420

Total assigned:   1608
A. The advantages of the presented method :

■  A better understanding of the enterprise’s end Permits a better analysis of the profit obtaining mode as a difference between the obtained result and the different production actors and it’s distribution between the enterprise partners. With this method it is possible to set new enterprise objectives, instead of maximizing the profit (maximizing the suppliers, maximizing the clients).
Depending on the settled objectives, the equation sets the obtained result for those who produce it.

■ A better understanding of the enterprise’s environment An ensemble of retrospective calculations, it improves the restriction analysis that is exercised over the world and the obtained results. The method permits a factor change appreciation, the report between the bought product prices and the selled product prices. In our case the prices of the sold products remain constant, but the prices of the products bought have raised.
■  A new light of the relations between business partners and the enterprise

 Accounting the obtained result can’t be took in the general direction for defining the politics towards a partner or another. The system can be used in the companies collaboration process frame or in determining the personnel’s participation at the new created value.

B. The disadvantages of the presented method: 

■ The method’s lack of analysis By this method we realize the variation of the enterprise’s wealth, without explaining the relation between the enterprise efficiency and the new resource allocation. Also, for an enterprise with a diversified production, it is difficult to make a product reshuffle and to calculate the price index for every aggregate product. In this case other methods must be developed, which permit the disassembling of function costs on products in geographical zones.
■  The inflation incidence over the accountancy kept in historic costs  The inflation exertions a deforming effect over the result and the company’s financial structure. For showing this thing we will compare the evolution of an enterprise in a stabilized period of prices and in an inflation period, fig 3. The scheduled rules for constructing this table are the following:
- in the considered time the selling volume has remained constant, the investments have been null, and there has been no productivity growth.

- inflation in the year N+1 has been of 10%, which could pe interpreted as a price rise of 10%.

- during the year the inflation rate is constant.
- the shopping have been done at the beginning of every trimester, constant quantities being commanded. During the year N+1 with inflation, the effectuated calculation is:

1. 690,0 + 690,0 * 1,1 1/4+ 690,0 *1,1 1/2 +690,0 1,1 3/4 = 2860,0  lei
2. The final stock of prime materials and accessories is evaluated by the principle of medium weighted cost. This represents a quantity of 39,47% from the total entries (initial stocks + shoppings) being equaled with: (1800+2860) *0,3947 =1839,302 lei 

3. The N+1 year salaries can be estimated by the formula: 1440*1,1 1/2 =1510,8lei 


Figure 3

4. The redemptions value is equal with 10% from the immobilizations value. In the analyzed period we don’t have investments neither reevaluation of existent immobilizations.

5. The exploitation result appears as a difference between the incomes (6) and all the costs (from 1 - 4). We suppose that part of this result will be allocated to reserve. The difference will be reserved to the state and stockholders under the form of tax rate or dividend.

6. The selling, so the incomes in the inflation year will be equal with: 6000*1.1 1/2 =6292,8 lei
7. Net immobilizations are diminished in the N+1 year in the absence of investments and accumulation of redemptions.

8.  There are given 3 months of credit for the clients;mSelling *1.19*3 /12 =6000*3*1,19/12= 1779,6 lei
In the inflation year we will have:mSelling*3*1,19/12 *coeficientul inflaţiei= 1779,6 *1,10 0,875=1934,4 lei
9. The social capital remains stable in the periods taken into consideration.

10. It is admitted the hypothesis that half of the exploitation result is incorporated in reserves.

11. A part of the financial debts are refunded in the year N+1.

12. We accept the rule that suppliers accept to credit the enterprise 3 months.mAcquisitions from the suppliers *1,19*3 / 12 = (2760*1.19)*3/ 12 = 818,4  lei In the inflation year we will have:818,4*1.1 0,75=879,6 lei
13. The bank credits necessary to obtain are calculated as the difference between the active posts (10) and the passive posts (13).

CONCLUSIONS

Comparing the two situations of the years N+1 there can be settled the inflation effects over the accounts structure:

a) It is seen a rise up of the result before the taxing from 360 to 520,8 lei , which is superior to the price growth of 10%.

b) The auto financing ability (provision, redemption and undistributed profit) apparently grows from 1440+180 =1620 lei in the stability period, from 1440+260,4=1700,4 lei in the N+1 year with inflation.

This rising is inferior to the price rise (1700,4/1620 =1.049 lei), hiding a real diminish of the auto finance ability.
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Supposing that the inflation is kept at the value of 10% yearly since the year N+1 until the year N+5, we will need to change the equipment to a price of9670,5 (Σ1440*1.1 5 ). In these conditions the accumulated redemptions 7200 lei and the profit that is passed as reserve (1589,8 lei ) (8789,8) does not compensate the difference for the gears.(9670,5) Growing the capacity of auto finance hides actually decapitalization of the company.
c) Usually the need of fund of bearing grows from 2761,2 (1800+1779,6-818,4) lei, in the period of price stabilization, to the value of 2894,4lei (1839,6=1934,4-879,6) in the inflation period: at equal volumes, the stock value grows as the coin is depreciated; at equal volumes of selling the clients accounts grow in the same proportion with the price rise, if the credit conditions remain the same. This rise will be more and more proportional, the mass to receive grows, while the net treasury elements remain still in the nominal value, the fund needs of bearing will rise more and more than proportionally; at an equal shopping volume grows the value of suppliers accountable posts with the prices; if the shopping per ensemble (stocks + clients) is superior to the supplier account and if the inflation rate, which reaches the selling is not inferior to the one that touches shopping, it is necessary to increase the nominal value of the bearing fund.In conclusion we can say that „the inflation is a remarkable tranquillizer that makes all to be seen in pink”. We need also to see the presence of the spirit to avoid the hypocrite optimism of the present, but especially the crude disillusion of the future.
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ETHICS IN TOBACCO BUSINESS

AN APPROACH IN THE CONTEXT OF CSR
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Abstract: This article is about Standards of Tobacco Business Conduct that set out the rules and policies that everyone working in tobacco industry must follow. It is a fundamental policy that all tobacco companies and all employees must observe and comply with the laws and regulations applicable to them and act with high standards of business integrity.

Standards of Business Conduct together with Business Principles, underpin the companies commitment to high standards of corporate responsibility. Corporate social responsibility (CSR) emerged from a realization among transnational corporations of the need to account for and redress their adverse impact on society: specifically, on human rights, labour practices, and the environment. Three transnational tobacco companies have recently adopted CSR: Philip Morris, Japan Tobacco International and British American Tobacco. International Marketing Standards (IMS) set down detailed guidance on all aspects of tobacco marketing, from print, billboards and electronic media to promotional events, packaging and sponsorship.  

Key words: corporate social responsibility, ethics, standards, tobacco business.
1. INTRODUCTION

Tobacco companies recognize that their products generate controversy; as such, they do not encourage people to smoke, and they discourage youth smoking. They recognize the risks of smoking and try to reduce them. They are committed to developing reduced-risk products and fostering understanding between smokers and non-smokers, while respecting norms, legislation and cultures around the world. They are open to, and seek dialogue with governmental authorities around the world to address questions about the manufacture, sale and use of tobacco products. They have the right to express their point of view but they ultimately respect the judgment of each individual society. These companies do not believe that there is a single, global "solution" to the tobacco controversy. The tobacco industry has entered the CSR debate. BAT has published its first CSR report 2002/3 and has been awarded for it. Philip Morris International has published substantial information on its CSR-related position and activities on its webpage. Imperial Tobacco has set up a webpage dedicated to CSR providing information on youth smoking, smuggling, stakeholder dialogue and human rights issues. Japan Tobacco publishes at least information on what they consider their corporate social responsibility. Obviously, even tobacco companies strive for the status of good corporate citizens.
2. INTERNATIONAL MARKETING STANDARDS

In september 2001, British American Tobacco, Japan Tobacco International and Philip Morris agreed a set of voluntary International Tobacco Products Marketing Standards, to be applied by no later than the end of 2002. During 2005, stakeholders in dialogue asked tobacco companies to review the content of the Standards to ensure that it continued to be appropriate. They have always accepted that the Standards should be kept relevant as the international marketing and regulatory environment evolves. In 2005-2006, they thoroughly reviewed and updated the Standards, taking account of developing regulation, stakeholders’ views and discussions with Group companies internationally. British American Tobacco, Japan Tobacco International and Philip Morris believe there is sufficient scientific evidence to support a less restrictive regime for the advertising and promotion of certain smokeless tobacco products, on the basis of their potentially lower health risk. Tobacco companies will, however continue to apply these Standards to the marketing of these products, pending further dialogue with regulators. Wherever they do business around the world, tobacco companies’ marketing is governed by International Marketing Standards. These Standards are globally consistent and embody in detail their commitment to marketing appropriately and only to adult smokers.  They aim to ‘raise the bar’ by establishing a benchmark for the industry worldwide and in some countries they are 
stricter than local laws. The Standards cover all tobacco product marketing and messaging for consumers across print, billboards, electronic media, promotional events and sponsorship.

2.1. CONTENT STANDARDS

International Marketing Standards are to apply to all advertising by or on behalf of any tobacco company, including any such advertising which is, or which is included within, any business communication with the trade. No advertising is to be aimed at, particularly appeal to, youth. No advertising is to: Depict any person under or appearing to be under 25 years of age; Suggest that most people use tobacco products; Feature a celebrity; Contain an endorsement, implied or express, by a celebrity; Suggest that any of the following are enhanced by using tobacco products: sporting or athletic success, popularity, professional success, sexual success, suggest and/or depict any sexually appealing attitude or moment. All advertising is to be appropriate for the context and market within which it occurs, and is at all times to be acceptable according to local social convention. Before any claim in advertising relating to the performance or functional attributes of any tobacco product is made, it is to have been substantiated by appropriate scientific, technical or consumer research. 

3. EMPLOYMENT PRINCIPLES

Tobacco companies Employment Principles build on their commitment to good employment practices and workplace related human rights.  They set out a common approach to their companies’ development of policies and procedures, while recognising that each company must take account of local labour law and practice and the local political, economic and cultural context.  All tobacco companies have committed to the Employment Principles and, through their internal audit process, are required to demonstrate that they are embedding them in the workplace.  Topics covered by Employment Principles include: Equality of opportunity and non-discrimination; Internal communications and the free flow of ideas; Worker representation and freedom of association; Fairness at work and the unacceptability of harassment and bullying; That we do not condone or employ child labour; That forced or bonded labour is completely unacceptable; Performance responsibility; Health, safety and environmental responsibility; Community contributions and skills development for employees and communities in markets where our companies operate; Personal development and learning; Reasonable working hours and family friendly policies; Fair, clear and competitive remuneration and benefits.
4. BUSINESS PRINCIPLES FOR CSR

4.1. THE PRINCIPLE OF GOOD CORPORATE CONDUCT

The perceived increase in the power and influence of major businesses has brought with it greater scrutiny and increasing expectations that they should demonstrate high standards of corporate conduct and accountability wherever they operate. Their responsibility is to work to ensure that all their employees continuously uphold high standards of conduct in the performance of their duties. Tobacco companies will ensure that employees are aware of and understand Standards of Business Conduct; will review their Standards of Business Conduct, as necessary, to ensure they continue to reflect global best practice. They maintain effective mechanisms designed to ensure compliance with the law and Standards of Business Conduct. Tobacco companies work together with their principal business partners to promote high standards of conduct. They strive only to work with principal business partners who are committed to high standards of business conduct. They see it as the role of the wider business community, governments and society as a whole to combat unacceptable business practices. British American Tobacco, Japan Tobacco International and Philip Morris contribute by engaging in public debate about what standards of conduct are appropriate for business and by encouraging a universal respect for high business standards in every country where these 3 companies operate.  

4.2. THE PRINCIPLE OF MUTUAL BENEFIT

The Principle of Mutual Benefit is the basis on which they build their relationships with their stakeholders. They are primarily in business to build long shareholder value and they believe the best way to do this is to seek to understand and take account of the needs of all their stakeholders. British 
American Tobacco, Japan Tobacco International and Philip Morris recognize that a reduction in the health impact of tobacco consumption is a legitimate public health objective. However, tobacco  products are legal, significant demand for them exists and seems likely to continue and informed adults have rights to consume them and to chose the brands they prefer. They have a role in helping to preserve their consumer’s rights, as do others. Their responsibility is to complete lawfully and vigorously for their share of the legitimate market amongst informed adult tobacco consumers. Tobacco companies focus on understanding adult tobacco consumers’ preferences and on the characteristics of the markets where they wish to complete; they provide a range of quality products and brands meeting these different preferences; they, within the law, use all appropriate means to communicate responsibly with consumers about their brands. They share a role with other parts of society in respecting the rights and freedoms of informed adults to consume tobacco products. For their part, tobacco companies work with all relevant stakeholders for preservation of opportunities for informed adults to consume tobacco products and work with governments to preserve the rights of informed adult consumers to be able to choose the products and brands they prefer. Tobacco companies see it as the responsibility of governments, when legislating, to uphold consumers’ rights and freedoms of choice, to make balanced decisions based on sound evidence and to uphold their rights to conduct a legal and competitive business. BAT, JTI and Philip Morris support governments in doing so by providing evidence to them on these issues; emphasizing the right of informed adults to consume tobacco products and advocating fairness and consistency in the enforcement of tobacco regulations. 

4.3.THE PRINCIPLE OF RESPONSIBLE PRODUCT STEWARDSHIP

The Principle of Responsible Product Stewardship is the basis on which they meet consumer demand for a legal product that is a cause of serious diseases. Therefore, their products and brands should be developed, manufactured and marketed in a responsible manner. Tobacco companies also aspire to develop tobacco products with critical mass appeal that will, over time, be recognised by scientific and regulatory authorities as posing substantially reduced risks to health. Smoking is a cause of diseases such as lung cancer, cardiovascular disease and respiratory diseases like chronic bronchitis and emphysema. The common understanding today is that smoking is addictive. Tobacco products are legal and they believe it is for informed adults, balancing the pleasures and the risks, to decide whether to consume tobacco products or not. In order to make informed choices, the message should be reinforced that tobacco consumption is associated with real risks of serious diseases. Maintaining and reinforcing this understanding is a common goal of everyone involved with tobacco. Their main role is to recognize the relevant health authorities as the prime public voice on the health risks of tobacco consumption, while at the same time making their views clear.  Tobacco companies ensure that all advertising, all cigarette packs and primary packaging shall carry a clearly visible health warning even where not prescribed by law. They work together with governments and health authorities to ensure that the public is provided with accurate information about the risks of tobacco consumption. For their part, these companies provide their views on the risks of tobacco consumption to governments and public health authorities; provide governments and public health authorities with their views about tobacco product science and discuss with governments their role in this area. Tobacco companies see it as the main role of scientists, the public health community and governments to provide useful information based on the best available science which reinforces the public’s understanding of the risks of tobacco consumption. They contribute by adding their expertise in relation to their products wherever possible.

5. CONCLUSION

Public authorities have determined that smoking causes and/or is a risk factor for a number of diseases. Tobacco companies support efforts to advise smokers accordingly, because no one should smoke without being fully informed about the risks of doing so. Smokers have the right to know what it is they are smoking, so tobacco companies have the obligation to tell them what they put into cigarettes. The risks of smoking are well known, that is why the companies do not believe that those risks can be completely eliminated, but there are ways in which they may be able to reduce them, tobacco companies being committed to developing reduced-risk products. Youth smoking is a societal problem and cannot be solved by tobacco companies alone. They are committed to playing a full role in stopping minors from smoking. Ultimate success depends on all elements of society working 
together. Smoking is annoying to many non-smokers, and, if people want to smoke they need to show more courtesy to non-smokers. The companies advocate appropriate separation of smokers and non-smokers. They accept that the burden of responsibility lies with smokers rather than non-smokers.  BAT, JTI and Philip Morris recognize that cigarettes are a legal but controversial product. People smoke for pleasure but there are real risks that come with that pleasure. Accordingly they believe that tobacco industry should be appropriately regulated. They also believe in the freedom of adults to choose whether they want to smoke and that no one should smoke unless he or she understands the risks of doing so. These risks distinguish tobacco from most consumer goods and they place upon the tobacco companies a real burden of responsibility. It's a responsibility for which they expect to be held accountable, together with governments and the rest of society.
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Abstract: A number of changes, most of them determined by information and communication technologies, but also by the nature of the new players in the retail banking system, have resulted in the shift of the marketing management in the banking services towards relationship marketing. There is a constant search for new solutions which not only cut marketing costs, but also build value for both the customer and the company. A bank’s ability to compete successfully on the market is given by the potential to acquire and retain customers. The main question arising is how to target customers with the best long-term value in order to insure profitability and sustainability. The present paper points out the role of customers valuation models in addressing customers and reaching the profitability goal. Further it offers a valuation approach based on a practical example. 
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1. INTRODUCTION

In a competition driven world, business people and researchers alike indicate that relationship marketing is the key for success. Since the 1990s the appearance of the relationship marketing concept and the high interest it raised have been catalogued as “one of the most revolutionary changes” (Nevin, 1995, pg. 327) and “a fundamental reshaping of the field” (Webster, 1992, pg. 1). Szmigin and Bourne (Szmigin and Bourne, 1998, pg. 544) point out that “the credentials of relationship marketing are hard to dispute” as both buyers and suppliers can benefit from long term relationships with each other. As a new strategic choice in marketing, relationship marketing is defined as “an interactive process comprised of integrating transactions into relations, structuring and maintaining relational exchanges, and designing and coordinating marketing activities among strategic partners” (Li, Greenberg et. al, 1997). In 2002 Sheth (Sheth, 2002, pg. 591) stated that “relationship marketing emerged as a popular new paradigm in the 1980s due to the shift in focus from customer acquisition to customer retention”. He argues that relationship marketing was likely to shift once more to the IT supported and driven customer relationship management (CRM). 

CRM has multiple definitions and is often difficult to differentiate from the relationship marketing concept. It presents itself as the core of relationship marketing efforts and is generally defined as the “management of mutually beneficial relationship(s) from the seller's perspective” (LaPlaca, 2004, pg. 463). Richard and Jones (Richard, Jones, 2008, pg. 121) order the multiple definitions researchers and practitioners use into two main categories: strategic and operational. They quote The Sales Educators (2006) in defining strategic CRM as “the process that identifies customers, creates customer knowledge, builds customer relationships, and shapes customers' perceptions of the firm and its products/solutions”. On the other side, the authors give the company executives explanation (cited from Rigby et al., 2002)  that “CRM allows companies to gather customer data swiftly, identify the most valuable customers over time, and increase customer loyalty by providing customized products and services”. The more recent conceptualization Richard and Jones present on a new customer facing level belongs to Reinartz, Krafft, and Hoyer (2004): CRM is “a systematic process to manage customer relationship initiation, maintenance, and termination across all customer contact points in order to maximize the value of the relationship portfolio”. Teo, Devadoss and Pan (Teo, Devadoss et al., 2006, pg. 1616) categorized the CRM definitions into three complementary perspectives: technology, business and customer. The technology perspective defines CRM as “the underlying infrastructure and sophisticated applications to understand customers and analyze customer information”. Through the second perspective, the business one, CRM is presented „as the strategy of identifying, understanding and predicting consumer behavior to foster long-term profitable relationships”. Last, the customer perspective of CRM “focuses on all interaction points of the customer with the organization.”

The present paper relies mainly on the operational view of CRM presented by Richard and Jones and on the business perspective offered by Teo, Devadoss and Pan. Based on the consideration that companies must be selective in their use of relationship marketing as the largest accounts are often not the most profitable accounts (Sheth, 2002, pg. 591), the paper offers an example of customer value calculation in the banking services. 

2. CRM IN THE BANKING SERVICES

Banking services represent by their nature a perfect ground for CRM. Customers enter a contractual, usual long term relationship with the bank and, by doing so, they also give a relative big amount of personal data. Thus the bank has the opportunity not only for cross- and up-selling but also to offer customized services throughout the lifetime of the customer. Another important issue in banking services is trust. As Priluck puts it, “banking may rely more heavily on relationships because of the importance of trust in financial matters” (Priluck, 2003, pg. 39). The entire banking and financial system of a country is based its people’s trust in the currency and economic stability. Engaging in relationships and supporting them may help banks build up and sustain trust. Although CRM practices in the banking area are widespread in other countries, in Romania the characteristics of the banking market show that the focus still consists in enlarging the client data base. The Romanian banking market is a developing one with a total of banking assets in 2006 of only 52,3 % of GDP, far beyond the European average of 321 %. In fact, this indicator of development is the lowest among the 27 countries of the European Union (EU). 

Competition intensified on the Romanian banking market as the number of banks grew from 40 in 2005 to 45 in the summer of 2008. By the year 2007 the accession to the EU brought new regulations offering foreign banks the possibility to enter the market more easily. As a result, 143 foreign institutions have notified their intention to do business on the Romanian market. That under the circumstance where the credit institutions are to 88,6 % with majority foreign capital. The year 2007 also brought 200 newly regulated non-banking financial institutions.The level of concentration plays also an important role on defining the market characteristics. At the end of 2007 the top five banks own together 56,4% 56,4% of the banking assets. This high degree of concentration makes it difficult for small and medium size banks to address and gain new customers. All the mentioned facts lead to the conclusion that the Romanian banking market enjoys to this day occasional, spectacular and revenues due to an excess boom. Banks still concentrate their activities mainly on transactional marketing, on attracting new customers and thus enlarging their client data base. It is important to understand the value of long term relationships in this area because the market will eventually deflate and the revenues will become less spectacular.

3. WAYS TO DETERMINE THE CUSTOMER LIFETIME VALUE

Research studies show that CRM often fails during implementation. Mendoza, Marius, et al. (Mendoza, Marius, 2007, pg. 914) state that “only 3% of the companies are developing successful CRM projects; 17% are starting to see the projects from a holistic focus; 35% of the companies have started projects without any type of coordination; and 45% have not evaluated CRM”. In order to reach a successful implementation an important premise needs to exist: “CRM projects need to be viewed as more than the implementation of IT.” The presented negative facts of CRM implementation lead to the quest of factors which determine success. For certain any successful change in a company needs to be supported by the personnel. Acting as an interface between the company and its customers the employees are the ones who make the difference, who build trust and thus the relationship so highly regarded. On the other hand, to establish whether the company implemented its CRM project in a lucrative manner, measuring tools are extremely important. How much can be invested in the relationship with the client? Have the efforts to keep the client been profitable? These questions can only be answered by planning evaluations and establishing indicators. Cornelsen (Cornelsen, 2000, pg. 91) presents a classification scheme of the various ways to determine the customer value: one-dimensional or multi-dimensional; monetary or non-monetary. The Customer Lifetime Value (CLV) is an example of one-dimensional, monetary model for customer valuation and will be further addressed in the present paper. The CLV calculations have their origins in financial net present value (NPV) calculations used to determine the opportunity of investment projects. Authors use different formulas for the computation, still the main and common elements are: the time frame and the unit for time division, the discount rate, revenues and costs generated by the customer or the group of customers in the specific time frame. Chan (Chan, 2008, pg. 2758) works with probabilities and uses a formula which integrates the future expected profitability. He presents CLV as the sum of Current value and Potential value. Bayon, Gutsche and Bauer (Bayon, Gutsche et al., 2002, pg. 216) include in the calculation also the Word of Mouth. This is represented by the sum of the cash surpluses of other customers generated by referral behavior of the analyzed customer, discounted to the present. Stahl, Matzler and Hinterhuber (Stahl, Matzler et al., 2003, pg. 276) shift the focus from historical data to the future potential of the customer. They sum up the net present value of the Base potential, Growth potential, Networking potential and Learning potential. 

In the approach of Pfaff and Simon (Pfaff and Simon, 2002, pg. 8) the weight falls on the customer retention rate. This rate is used as a measure for customer loyalty and helps to define the upper margins of a company’s investment in the relationship. Due to its simplicity and easiness to use, the present paper will apply the computing model of Pfaff and Simon: 
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GCi is the amount of coverage per customer i. T stands for the planning horizon usually set between three and five years. The customer retention rate is noted with r, d is the discount rate (often the inflation is used) and t the time index

3.1. The Outlines of the Practice Example

The practice example regards a bank operating on the Romanian market and is part of a research project. Being a bank which has a relatively small market share, the importance of CRM becomes relevant – the bank needs establish a relationship with its customers in order to secure its position. For the moment the bank has no strategic view of the relationship concept or of CRM. Still the focus on the customer is present and the small size is a plus in dealing with customers, allowing it to address customer demands individually. CRM rises as a possible unique selling proposition and a way to bind customers for a long term relationship.The practice example views one to the branches in Bucharest and has its general focus on SMEs. For confidentiality reasons the name of the bank will not be provided. Also all the numbers (data from three different periods) have been multiplied with a constant factor; set small enough not to disturb the proportions. Hence the values are in Currency units (CU).

3.2. Customer Valuation

Customer valuation means to determine the financial value (revenues for the bank) for a homogenous group of customers, in this case: retail and corporate customers. The first step in any valuation effort is to determine the revenues and costs for the two main groups. As no actual recorded data as such within the bank the contribution of each group to the costs and revenues of the branch had to be calculated. 
[image: image4.png]Year 2004 2005 2006
Inflation (%) 11,9 9,0 6,56
Retention Rate (%) 95 95 95
Expenditures (CU) 223.327,18 285.989,80 270.737,64
Retail 30.149,17 38.608,62 36.549,58

Corporate 193.178,01 247.381,17 234.188,06

Income (CU) 247.601,44 313.280,18 371.403,92
Retail 34.169,00 43.232,66 51.253,74

Corporate 213.432,44 270.047,52 320.150,18

Net Income (CU) 24.274,26 27.290,38 100.666,29
Retail 4.019,83 4.624,04 14.704,16

Corporate 20.254,43 22.666,34 85.962,13

NPV of Net Income 24.274,26 25.037,05 86.668,91
Retail 4.019,83 4.242.24 12.659,59

Corporate 20.254,43 20.794,81 74.009,32

NVP Retention Rate 24.274,26 23.785,20 78.218,69
Retail 4.019,83 4.030,13 11.425,28

Corporate 20.254,43 19.755,07 66.793,41

NPV cummulated 24.274,26 48.059,46 126.278,15
Retail 4.019,83 8.049,96 19.475,23

Corporate 20.254,43 40.009,50 106.802,91





Figure 1: Computing the CLV on the example of a Romanian bank

This effort was done with the help of the bank’s employees and the internal software. Unable to calculate exact sums, the results reflect mainly estimation. The retention rate was observed to be very small, personal relations with the employees keeping the customers generally loyal. Therefore the retention rate was set as constant at 95%. For the deflator was appointed the yearly inflation rate. The specific organization of the banking services in headquarters and branches led to the omission of the marketing costs of the central marketing department and the overall administrative costs of the headquarters.

After calculating the net income and its net present value the first observations can be made. This indicator is growing from one year to another but when weighed with the retention rate the year 2005 registers decline. The Cumulated NPV represents the total CLV for the two customer groups, retail and corporate. In spite of the fluctuation of the NPV when weighed with the retention rate, the bank registers a considerable aggregated financial value for both customer groups. However it is important to further analyze why the revenue growth in 2005 was smaller than in 2006.

6. LIMITATIONS AND FURTHER RESEARCH STEPS

The presented valuation represents only a simplified approach to customer valuation in banking services. Certain problems need to be addressed in further research efforts:

· The analysis whether and how the marketing and administrative costs are to be taken into account in the calculation model,

· The personal relationship of the branch manager and employees fluctuation has a strong impact on the retention rate. A non-monetary valuation model might help address this fact,

· Cost and revenue delimitation for each customer is highly difficult but essential for an accurate calculation,

· Indirect CLV from networking potential. How could double bookings of revenues to the same customer be avoided?

· Specifics of banking services: the client is also a deponent who generates costs from interest rates but is a very important resource for assets to place in credits. Which is the value of such customers?

7. CONCLUSIONS

The presented approach brings the valuation one step further in order to determine the CLV for other, smaller customer groups. For a systemic calculation the adaptation of the IT system is a must. It should enable the bank to detail cost and revenue for each customer (most difficult to solve: the problem of the costs). However CLV calculation can be achieved thoroughly and accurately only with the involvement of the personnel. Trainings and motivation on the one hand, new internal regulations on the other are measures to take in a structured CRM implementation. If done, historic CLV calculation enables also CLV prognosis. This is extremely useful when deciding which customers to keep and which relationships to terminate. The use in marketing campaigns may help to attract only / mostly customers with high future CLV values (high potential). In addition, because the business in the branches depends so much on the individuals working there, a customer profile for each branch (area) can be established. Such an effort would support specific action plans for each branch and adapting CRM to the characteristics of each branch, thus enhancing the client - bank relationship. In order to promote these branch adaptations internal regulations must be changed. The current top-down structure of the bank doesn’t leave space for branch managers to tailor their activities according to their direct customers. CRM and CLV in banks is a complex matter, certainly difficult to address but it holds a spectrum of possibilities to build an USP and thus ensuring an important place on the market.
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Foreign companies in Romania. The role played by national culture in the investment decision
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Abstract: Eastern European Countries are attracting large numbers of foreign companies as direct investors since their opening up to foreign capital entries in 1990. This paper is focusing on the analysis of the factors that influence the FDI decision related to country of implantation, focusing on discussing the influence of cultural variable, in the case of Romania. The impact of this variable as a determining factor of FDI is rarely studied, in spite of the great number of factors analyzed in the related literature.Our analysis of the role played by national culture on the FDI decision in Romania’s situation is based on the results and conclusions of GLOBE Romania and on the results of a survey based research on French companies active in Romania. In the end, the paper is discussing the profile of the Romanian national culture based on the results of GLOBE model, such as very low performance orientation, short termism, high group colectivism, high power distance, and similarities and differences with French societal culture.
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1. INTRODUCTION 

In the case of Central and Eastern European countries (CEECs) having adopted free market economy system since 1990s, foreign capital entries are perceived as a driving force in their process of systemic transition and integration into the world economy (WIR 1998). Incoming flows of Foreign Direct Investment (FDI) are stimulating economic growth, technological innovation and restructuring of enterprises  (Bevan et Estrin, 2000). FDI are an effective and fast way to achieve technological and managerial practices transfer, beside being a “non generating debt” financing source.  Analysing the situation of FDI for CEECs in the 1990s, Romania and Bulgaria were lagging behind Poland, Czech Republic, Hungary and Slovakia. This paper is analysing the factors that influence the FDI decision related to country of implantation, focusing on discussing the influence of cultural variable, in the case of Romania. A large number of determinants of FDI were studied in the case of CEECs. However, literature related to Romania’s case is scarce. The impact of cultural variable as a determining factor of FDI is rarely studied. Defining culture as a ”collective mental programming”, as a conditioning through several factors: education, religion, language, social strcuture, political system, etc., leads us to point out that societal culture of a country is having a strong influence as an attractor for FDI.

2. conceptuAl FRAMEWORK

Empirical literature about FDI determinants in CEECs is analysing their attractiveness using several variables: market size and potential, availability, costs and education of work force, physical distance, macroeconomical stability, privatisation, etc. Inspite of large number of studies and variables, their results are often contradictory (see Brancu, 2008, for an indepth analysis of their results for CEECs). The observation of variables utilised in various works indicates a rational approach (Bandelj, 2002) to FDI, which is considering that profit maximiazation is the main goal of foreign investors trying to reduce to minimum the risks of investments while obtaining maximimum possible income. 

Our oppinion is that, in addition to analysing attractiveness factors only from a rational aproach, we should try to use a relationship approach. We are using the term coined by Nina Bandelj (2002, pp. 412-414) when proposing to consider FDI as a relationship-related phenomenon (which is the result of existing relations between two parties in a commercial exchange), instead of the previously rational approach based on searching for opportunities among atomised markets. Bandlelj considers that social relations are capables to contribute to profit maximisation through diminuishing transaction costs. She proposes three categories of supra-organizational factors that determine FDI: first, alliances, second, personal relationships, and third, cultural links. We will address the second and the third category in the context of this paper. The cited author is considering that personal relationships are referring to managers of a MNC having personal or ethnical links with the host country. On another hand, referring to business relations, the existence of comercial links between companies is having a positive impact on investors’s knowledge related to the host  country, including its national culture. According to this hypothesis, an investor would be more attracted by a host country  because he/she is already knowing it better due to previous commercial links. Cultural links between investors and the host country assume the existence of a durable interest of investors in the host country. It assumes that investors will not only be active in managing host enterprises, but will bring in a new managerial approach in those enterprises. In order to take into account this dimension, Bandelj has used an indicator related to non-immigrant minorities existing in the host country, focusing on historical relations.  

In our opinion, there is little work done on the influence of cultural paradigm on FDI in the existing works. The role of cultural factor is rarely considered as a FDI determinant. We think that there might be two possible explanations for this situation. One is that the cultural factor is quite vague: it is referring to values, attitudes and behaviours, that are quite hidden for outsiders to that culture, such as a foreign investor not belonging to that host country culture. Because they are quite “invisible’ they are difficult to be percieved, understood and measured mainly by outsiders to that culture, i.e. the case of a foreign investor in a host country. Another possible explanation is the emergence and developing of some common cultural business practices across borders, mainly due to the globalisation process. Cultural differences in business tend to diminuish on the longer term, mainly in MNCs, thus making business and management practice more similar across national cultures. 

3. THE RESULTS OF THE SURVEY

We undertook a survey of French companies established in Romania in order to get some information about the role of culture as an attractiveness factor for FDI. Our choice of the nationality of the investors was deliberate: first, the strong presence of French companies, mainly large companies, in Romania, France being the fourh large investor country according to the amount of capital invested (in 2000, first place), having an 8% share of total FDI in Romania; second, we thought that the “cultural factor’ has played a significant role in the decision process of French companies to invest in Romania, due to cultural proximity between the two countries, mainly linguistical and political. We have questionned the top manager of 62 Romanian subsidiaries of French companies regarding several items considered as potentially important advantages or disadvantages in the decision process of implantation into Romania. Each manager had to indicate his/her opinion regarding the importance of each item on a scale from 1 to 5 from “not important” to “very important”. 8 of the most important French companies  have participated in our survey, such as Carrefour, Renault, Véolia Environment. Our list of motivating factors included variables linked to the importance of cultural, economical, and historical links between the country of origin and the host country. We consider these factors to have an important role in our topic because it is quite probable that an investor will tend to choose among several alternatives of investing in a host country, the country which is the closest to his/her own country from a cultural and historical poin of view. That is a country where they will find people speaking easily the language of investors’ country of origin, where they consider that traditions are not very different, is being a long time and important trade partner of the country of origin, etc. All these factors might be considered as risk diminuishing factors in the investment decision. The relatively small number of Romanian people emmigrated to France made us to exclude the hypothesis that the existence of an important migrant community might have represented a motivating factors for French investors in Romania. There is the same situation related to the non existence of a French non-immigrant minority in Romania. On the other hand, we have accepted the hypothesis related to the existence of commercial links between France and Romania in order to verify its impact as a motivating factor for FDI. France has an important role in Romania’s foreign trade being the 3rd supplier and the 3rd customer of Romania in 2004, and the main foreign investor in Romanian economy, up to 2000.

The results of our survey indicate that the existence of significant commercial relations between France and Romania did not represent an important motivation factor for the majority of respondents (see Table 1).The same situation exists for the historical links between the two countries, which are not considered as motivating factors by French investors. Lingvistical proximity is the only motivating factor considered important by the majority (67.8%) of respondents in our survey. Lingvistical differences are perceived as a little important barrier by a large majority of respondents (79%). 
The variable “other cultural differences” is being perceived by respondents as having very little importance (85.5%). Summarising, we consider that an investor has the tendency to favorise a country where people are speaking easily the language of the country of origin of the investor and where the investors considers that social practices are not very different from its own culture. Our results are indicating that lingvistical proximity is the most important motivating factor among specific factors. We were expecting these results since Romanian language is a latin language, Romania is a francophone country and 25% of Romanians speak French. Also, there are 55 bilingual high-schools in Romania, allowing French children of expats to study in their own language, that is representing an additional factor of attractiveness for french expats (Romanian Embassy in Paris www.amb-roumanie.fr ). 

Table 1. The importance of cultural, historical and commercial proximity as a motivating factor (in %)

	
	Not impor

tant

(1)
	Little 

impor

tance

(2)
	Average

importance

(3)
	Impor

tant

(4)
	Very impor

tant

(5)
	Not or little 

important

(6=1+2)
	Impor

tant

(7=

3+4+5)
	Rank 

	Language
	29
	3,2
	19,4
	29
	19,4
	32,2
	67,8
	1

	Commercial relations
	51,6
	8,1
	19,4
	12,9
	8,1
	59,7
	40,3
	2

	Historical links 
	50
	19,4
	8,1
	17,7
	4,8
	69,4
	30,6
	3

	Ligvistical differences
	51,6
	27,4
	11,3
	4,8
	4,8
	79
	21
	1

	Other important cultural differences
	46,8
	38,7
	8,1
	6,5
	-
	85,5
	14,5
	2


Source : our survey

However, we consider that the score 85.5%  for “other important cultural differences” indicates that French investors do not perceive the existing cultural differences as an important negative factor to diminuish their willingness to invest in Romania. The reasons for that situation are linked to the fact that Romania is perceived as a Latin island, a French speaking country, strongly francophone, in language, but also in education. That is due to Romanians’ longstanding interest into getting education and recognition in France in the last 150 years, to strong political ties between the French state and the Romanian state, to the support France has recently given to Romania in the process for NATO membership and European Union membership for Romania. The French state has stimulated French companies to invest in Romania, leading to greatly improved bilateral trade and economic links in the last 18 years. 

The results and experience of the first French investors in Romania were positive and determined others to follow. It proved that cultural similarities are stronger thatn differences and that managing Romanian employees was not very difficult for French managers, due to a process of enculturation of Romanian employees. Our arguments are based on the results for both countries using the GLOBE model of societal culture. Romanian score is based on the results of the first GLOBE-Romania research project. The project was carried out by a consortia cooperation of 12 Universities in Romania and 48 researchers. The presented statistical analysis is based on 362 questionnaires on national culture (Beta version). The research was carried out according to the GLOBE project standard methodology that allow for comparisons of data with every other GLOBE research, and therefore with any country in the world, including France. All these variables had two aspects, the ontological ("As Is"), and the deontological ("Should Be"). The GLOBE results for Romania and France are presented in Table 2. There are only three important differences between French and Romanian culture for societal existing practices (“as is”) out of nine cultural dimensions. These are reffering to Performance Orientation, Uncertainty Avoidance and Group Collectivism. We consider that for the other six there is more similarity, and that French managers need to adapt their management methods and practice to a less extent as compared to other countries in CEEs. At values level, what “it should be”, the most important differences to notice are for performance orientation (again), uncertainty avoidance (again), assertiveness and humane orientation. However, results of (Bibu, Brancu, 2008) indicate that Romanian values evolve closer towards Latin Europe GLOBE cluster, and are diverging from Central and Eastern Europe GLOBE Cluster. 
About Assertiveness “as is”, Romania has a lower score than France. However, as “should be” apperas an important difference: France would like to be less assertive, while Romania would like to be much more assertive than it is. This leads to an important difference between the two cultures. The score for Performance orientation as it is, shows that Romania is less performance oriented than France. As “should be”, for the both countries performance orientation of society should be higher than it is believed it is practiced. However, looking at the difference between the "should be" and the "as is" aspects of performance orientation, the difference for France is bigger than the difference for Romania. French culture is more performance oriented than Romanian culture. Therefore, French managers should try to build organizational cultures that stimulate much more the orientation towards high performance in their Romanian employees, since their culture is not doing so.  Summarising, the analysis of the comparison of GLOBE results for Romania and France indicate that French investors were right into investing in Romania, since cultural barriers at societal practices level are less important than similarities and allow for less adjustments of French managerial practices to Romanian employees cultural profile, reducing the management and organizational related risks and increasing likelyhood of success.

Table 2. The GLOBE results for Romania and France

	
	Societal practices (as is)
	France/ Romania
	Societal values

(should be)
	France/ Romania

	
	Romania
	France
	
	Romania
	France
	

	Power Distance
	5.63
	5.68
	+0.05
	2.77
	2.96
	+0.19

	Uncertainty Avoidance
	3.66
	4.66
	+1.00
	5.39
	4.65
	-0.74

	Institutional Collectivism
	3.75


	4.20
	+0.45
	4.97
	5.27
	+0.30

	Group Collectivism
	5.43
	4.66
	-0.77
	6.12
	5.88
	-0.24

	Gender 

Egalitarianism
	3.88
	3.81
	-0,07
	4.62
	4.71
	+0.09

	Assertiveness
	4.14
	4.44
	+0.30
	4.53
	3.57
	-0.96

	Humane Orientation
	4.09
	3.60
	-0.49
	5.29
	5.91
	+0.78

	Performance Orientation
	3.50
	4.43
	+0.93
	4.92
	6.10
	+1.18

	Future Orientation
	3.32
	3.74
	+0.42
	5.56
	5.35
	-0.21


Source : Bibu et al (2007) for Romania, and House et al (2004) for France.
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Abstract: For the past twenty years there has been a clear and steady convergence path between military and civilian logistic practices. Starting from this background, the paper describes how the issue of Third Party Logistics Support (TPLS) or Contractors’ Support to operations has risen to prominence in the European Union programs, because of its significant potential for performance improvement in EU civilian and military Crisis Management Operations (CMOs), and how the European Defence Agency started a project involving industrial partners as well as associations in order to facilitate recourse to commercial support, thereby helping to address a key capability gap.)
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1. INTRODUCTION

For the past twenty years there has been a clear and steady convergence path between military and civilian logistic practices. Commercial support for military logistics is not a new concept and the practice has grown over the past decade, especially in areas such as “life support” -- accommodation and catering -- as well as fuel supply, construction and strategic transport by sea and air. The whole area of systems design for maintainability, serviceability and transport was developed under DoD initiatives by the early 90’s; once realized the tremendous savings in lifecycle systems maintenance it was soon adopted by all major manufacturers of complex products such as aircrafts, trains and ships.
A third factor contributing greatly to the ever increasing recourse to Third Party Logistic Support is the fact that the Armed Forces of the European Countries for the past sixty years did not develop the capabilities needed to conduct major military operations outside their home Countries. Up to just a few years ago, only the US Armed Forces were capable of large-scale strategic transport by air or sea. Such logistic capability, meant to support NATO Countries in the event of a large scale war in Europe during the cold war era, is obviously available to EU-led operations. For EU to be capable of accomplishing peacekeeping and other crisis management operations abroad, it is therefore necessary to develop autonomous logistic capabilities. Using civilian third party services may lead to faster acquisition of such capabilities. 

2. BACKGROUND
The improvement of European military capabilities has been high on the agenda for a number of years, both within individual European countries and within the European Security and Defence Policy (ESDP). This translates to how to meet challenges of operational requirements of Crisis Management Operations (CMOs) today and tomorrow. Many of the initiatives in recent years originated in 1999, and the lessons of the Kosovo operation in that year. More recently, the EU Operation in Congo helped identifying more clearly both logistic requirements and areas for potential commercial logistic support. Many trends can be identified when looking at the evolution of logistic organization and services in manufacturing and commercial environments. Many of these trends interrelate reinforcing each other or are characterized by ‘cause and effect’. The following trends can be considered more relevant when evaluating the potential use of Logistic Service Providers for in support of crisis management operations. 

Globalization

There is a clear trend to global sourcing and supply. Suppliers and customers are often physically located further apart. This leads to the demand for services on longer transport distances and more destinations and these services have been developed in a way that lead to the availability of a global network of logistic resources (TPL Companies, warehouses, ports, intermodal platforms and other infrastructures) and more know-how on international logistics.

Mass individualization

Economic growth leads to a strong increase in market segments and product variety. Consequently more diverse logistics services are being developed to support new production and marketing demands. For example by delivering products to more types of locations (gas stations, events, at home) at any moment of the day.

More outsourcing logistics activities, and use of less contractors

In the past twenty years more and more companies outsourced their logistics needs in order to ‘focus on core businesses. Logistics is getting more complex, it has to meet new demands. Disputes between Logistic Service Providers (LSPs) and their customers may focus on price when negotiating but attention shifts to quality and inter-company integration issues once cooperation is started.

Developing Logistic Service Providers

LSPs develop to meet changing demands. The nature of the services changes from transport, to warehousing, to value added services to postponed manufacturing. The number of 3PL (third party logistics service provider) and 4PL grows, which means a shift from pure transport to fuller responsibility for logistics activities execution. Logistics service providers become larger as a consequence of a steady consolidation pattern implemented by mergers and acquisitions. This occurs because LSP’s tend to develop a global reach capable of coping with their customers needs: larger and more internationally oriented customers (manufacturing and commercial companies) demand for larger and more internationally oriented service providers.

Environmental and social impact

In Europe there is a strong trend for road pricing. This impacts logistics costs, but the demand for transport capacity is expected to be quite indifferent to price increases (to a certain extent of course). Constraints like road transport restrictions in the Alps, or at specific weekend days lead to increased lead times and higher costs. Working time directives for road transport also lead to less efficient use of transport capacity and increased costs. Speed limits aimed at reducing road and air transport noise can be restricting as well. Widespread EU initiatives to shift road transport to the use of rail, inland waterways and short sea contribute to the development of intermodal transport networks. 

Increasing awareness of the need for resilient supply chains

Fewer companies want to be dependent on only one transport chain from one region to another. From an economic point of view it can be interesting to ship parts of the products by air and part by sea, because the predictable part of the demand can be shipped slowly and cheap and the unpredictable part of the demand must be shipped fast but expensive. 

Potential benefits of IT

Most companies invest in IT tools designed to support and optimize logistic processes. Order management, Demand Planning, Warehouse management, Transportation planning and information exchange within a supply chain are among the most commonly used applications. 

3. LOGISTIC FUNCTIONS
The terminology used by military personnel and logistic professionals working for commercial companies shows many differences. It is worthwhile to point-out the most relevant activities that are usually associated with the concept of logistic support of military operations and civilian crisis management missions.

1. Movement and transport

The requirement is to operate the transport, movement and timely delivery of assets (resources and material) from home bases and ports to terminal destination on the theatre of operations, while being able to track and trace them during the entire route in real time, including in particular the vectors management, management of the physical flows, storage and handling. This inland transport of resources, including the troops, relies on a joint coherent and continued chain running from the entry point on the theatre of operations (airport, seaports, surface hubs…) to the final destinations.

2. Supply 

Examples of supply flows include Petrol, Oil & Lubricant Supply (POL), Food and Water, drugs and other medical materials, clothing and other equipment, (weapons, ammunitions, telecommunications systems, building materials.

3. Maintenance

Maintenance Repair and Overhaul of land and aerial vehicles, telecommunication and other systems including storage and handling of spare parts, sub equipments, ammunitions,…), collection of damaged spare parts and equipment, scrapping of wastes.
4. Health and medical support

Personnel involved in the Operations shall dispose of sufficiently and locally deployed medical means and preparation of medical conditions from prevention to diagnosis phase, including medication treatments and surgery interventions for emergencies up to medical evacuation. The medical means can be implemented on a joint basis which implies sharing of capabilities and assets in an international way.

5. Laundry, canteen and other life – support means

6. Infrastructure

Civil engineering construction and maintenance of hard-walled camps, roads, bridges, railways and waterways. Requalification of airport and logistic bases.

4. THE EUROPEAN BATTLEGROUP (BG) 
As an example of possible use of Third Party Logistic Support Services we can consider Operations conducted by the new European Battle group. Adopted in June 2004 and revised in October 2006, the EU Battle Group Concept is a crucial move towards achieving the capability to rapidly and adequately respond to current security challenges and crises. This concept provides the basis for the EU to prepare, provide and employ multinational forces in the context of crisis management operations. The BG has roughly the consistence of a Brigade, commanded by the BG HQ as the highest tactical command level in theatre. The total strength can amount to 1500 - 3.000 soldiers. The EU Battle Group concept covers a wide spectrum of tasks: Separation of parties by force (SOPF) operations, Conflict prevention (CP) operations, Evacuation operations (EO) in non-permissive environments, including non-combatant evacuation operations (NEO), Assistance to humanitarian operations (HA). EU BG operations are planned to start in theatre no later than ten days after the EU Council decision.

EU BG forces must be ready and on standby to be available within five to ten days notice to move. The EU BG is generally sustainable for a period of approximately 30 days, which, following additional measures is extendable to 120 days. This BG can be deployed worldwide. 
5. EDA “EUROPEAN INDUSTRIAL-BASED THIRD PARTY LOGISTIC SUPPORT PLATFORM” PROGRAM

The issue of Third Party Logistics Support (TPLS) or Contractors’ Support to operations has risen to prominence in the European Defence Agency’s 2008 work programme, from amongst the range of other logistics activities EDA undertakes, because of its significant potential for logistics performance improvement in EU Crisis Management Operations (CMOs). Why contracting out logistic support. In the words of General Henri Bentégeat, Chairman of the EU Military Committee “Mainly because the transformation of European forces to make them more deployable and sustainable has not been completed yet. And because Member States never commit enough logistics assets to our operations”
European armed forces increasingly operate more and more side-by-side, but the greater part of their equipment was still not interoperable. As a result, in all military operations there were as many logistical chains as there were national flags, resulting in duplication and wasted money.

Building on the outcomes of a number of initiatives, the European Defence Agency, in close co-operation with ASD (Aerospace and Defence industries Association of Europe) and other Associations, has developed a program to improve logistics performance in EU CMOs by establishing a European Industrial-based Third Party Logistic Support Platform to facilitate recourse to commercial support, thereby helping to address a what the EDA considers a key capability gap. 

Description & general principles

The Platform is an innovative solution based on the provision of commercial support for EU Crisis Management Operations (CMOs) whenever required from operational commanders (EDA follows a holistic and comprehensive approach to EU crisis management – The terminology “operation commanders” includes civilian and military operation commanders). It would guarantee rapid reaction and simplicity for operation commanders and provide an early warning for suppliers for delivering timely and effective support. The Platform will consist of a catalogue of services and a web interface associated to a business model to ensure proper institutional functioning. It is not foreseen that the Platform be empowered to contract commercial services in its initial phase; this will remain the responsibility of the users in accordance with regulations in place both at national and international levels. The Platform will:

- Identify and propose optimised solutions for the provision of commercial services in response to Requests for Proposal issued by EU Operation commanders, both civilian and military, and it remains the users decision over whether to contract these options or other options identified through by existing channels;

- Provide early information on possible contracting solutions for contingency planning purposes;

- Provide advice for proper elaboration of technical specifications for Requests for proposal; 

- Calculate an estimated service price based upon generic requests (This function will facilitate amongst other, the definition of the reference amount (cost estimate for an EU operation outlined in the Joint Action) calculated by the Council General Secretariat, the EUMS and the EU OHQ if designated). In summary, the Platform will improve situational awareness on solutions for contracting, guarantee informed decision making and rapid response and has only to be considered as an alternative to existing structures at national and EU level offering the best value for money.

A Steering Board composed of representatives of EU stakeholders, industries and users will ensure proper institutional functioning.    

Project methodology

The follow-up work is conducted through 4 distinct work strands under EDA management:

· Workstrand 1 (WS 1): Examines best practices in commercial logistics for application to armed forces.
· Workstrand 2 (WS 2): Elaboration of the typology of contractors’ services which will take the form of a database including a list of services offered and the associated standards and constraints. This workstrand is conducted by EDA (Industry & Market and Capabilities directorates) supported by ASD and specialised industries and Associations.

· Workstrand 3 (WS 3): Development of the business model to be applied to the Platform. The objective is to define in particular the institutional functioning (Management, Location, Ownership…) and the appropriate range of model contractual clauses covering security concerns, liability and calculation of costs.
· Workstrand 4 (WS 4): Workstrand 4 is related to the EDA Electronic Bulletin Board (EBB 1) which will integrate in the near future the insertion of Common Procurement Vocabulary codes (CPVs) as a kind of taxonomy and search engine. Through the Electronic Bulletin Board Email alert system, high visibility and awareness will be provided to the TPLS specialised suppliers about the forthcoming specific TPLS. Furthermore, EDA established contacts with International Organisations and Agencies (UN/OCHA, UN/WFP, UN/DPKO, ICRC (International Committee of the Red Cross) and NAMSA (NATO Maintenance and Supply Agency – http://www.namsa.nato.int)) to exchange best practices.

Implementation

Implementation is aimed at May 2009. In advance, a marketing campaign in collaboration with ASD and the National Defence Industries Associations (NDIAs) will be conducted in order to invite on a voluntary basis the relevant TPLS European companies to join the Platform. This exercise reinforces EDA work to enhance effectiveness of crisis management operations by shortening reaction timelines; consolidate the demand and supply sides; encourage non traditional suppliers to come closer to the defence sector; favour European cross-border opportunities on a competitive basis; promote Small and Medium Enterprises’ (SMEs) potential and last but not least, all the above helps to shape and promote more European integration.

Trial phase
During a 6 to 9 months trial phase, the Platform will use the demands of the 5 European Operational Headquarters, the Civilian Planning and Conduct Capacity of the Council General Secretariat and the Battle Groups lead nations. Following this trial phase, it should be accessible for all pMS TPLS requirements. At a later stage, it could also be possible to grant access to International Organisations with TPLS requirements (e.g. UN).

POST PROJECT REVIEW

A Post Project Review will be conducted after the Trial Phase and adjustments to the Platform might be undertaken according to lessons identified.

APPENDIX: GLOSSARY – LIST OF ACRONYMS

APOD=Airport of Debarkation; BG=Battle Group; BGHQ=Battle Group Headquarter; BL=Basic Load; CIS=Command Information System; CMO=Crisis Management Operations; CSS=Combat Service Support; DLA=Defence Logistic Agency; DoD=USA Department of Defense; EAC=European Airlift Centre; EACC=European Airlift Coordination Cell; EAG=European Air Group; EDA=European Defence Agency; ESDP=European Security and Defence Policy; FHQ=Field Headquarter; FOB= Forward Operating Bases; GSE=Ground Support Equipment; HNS=Host Nation Support; LLN=Logistic Lead Nation; LRSN=Logistic Role Specialist Nation; MCDA= Military / Civil Defence Assets; MoU=Memorandum of Understanding; MRO=Maintenance, Repair and Overhaul; MILU=Multinational Integrated Logistic Units; MIMU=Multinational Integrated Medical Units; NSEs=National Support Elements; PMS=Participating Member State; POL=Petrol Oil and Lubricants; RSN=Role specialist National; SE=Support element (MILU and NSEs); TCN=Troop Contributing Nations; TME=Technical Modular Element; TPLSS=Third Party Logistic Support Services; UNHCR=United Nations High Committee for Refugees; UNJLC=United Nations Joint Logistic Centre; SOPF=Separation of parties by force operations; CP=Conflict prevention operations; EO=Evacuation operations including; NEO=non-combatant evacuation operations; HA=Assistance to humanitarian operations.
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THE COORDINATION OF COMPLEMENTARY RESOURCES ON EFFICIENT REALLOCATION MODELS 
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Abstract: Design an appropriate information decision making system which is able to better measure the contribution of each actor on of an organizational structure concerning the value creation process. This paper proposes the reconsideration of knowledge, information and communication as key resources, which efficient reallocation models is still to be designed. The model is designated to support the need of accountability in hybrid global organization structures, in order to identify the best coordination process of complementary resource allocation, upon which a global organization is currently acting. Sharing necessary information with stakeholders, transparency in relevant decisions and measurement the efficiency of strategic behavior value creation process are the main issues of this research. Upon previous considerations, the items knowledge, information and communication will be addressed in the paper in the framework of sustainable value creation.
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1. INTRODUCTION
This work is the result of an interdisciplinary approach which is indispensably to succeed in the complex matter of the business environment dynamic behavior. We are in the era of rethinking organizational strategies aligning to competitive markets dynamic; able to better repositioning the firm in competition will enable the fulfillment of profit and customer retaining objectives. In this complex process the firms are discovering that the classic value creation process is not any more adequate to this kind of strategic response; this demands a new value creation approach, another type of interaction between the firm and the customer, that is-designing a process of knowledge transfer between the two-high quality interaction between the two actors which itself it is new value creation (Prahalad and Ramaswamy, 2004). The success of this idea demands the reconsidering of the strategic behavior relying upon Co-Creation (Elg and Gustafsson, 2008)  of value. The issue is here the Co- Creation of unique values that might be considered alternative source of competitive advantage as relying upon co-creation experience of unique value in a specific and individual moment.
2. CURRENT STATUS IN VALUE CREATING BUSINESS SOLUTION

One first solution is suggested by Demand Chain Management approach, which offers us arguments for the new value creation process implementation. DCM (Canever  Duarte, 2006) supposes the alignment throughout the chain all the activities that create both firm and customer value. Another consistent area of interest addresses collaborative marketing: market knowledge and technological knowledge are to be exploited in a collaborative marketing (Schepers, 2006) approach experienced upon fresh fruit chain. One important conclusion is the shifted priority from global to local and location- specific factors from firm -specific factors-as determinates of successful strategic behavior, consistent with Alan M book (Rugman, 2005). As we see, the competitive advantage it is difficult to be sustainable any more even for the great players in the marketplace. Consequently it might be successful to have as source of competitive advantage the process  of co-creation based upon partner’s experience-as it meets different and unique thus difficult to replicate offerings. In other words, not product or service innovation, not even market innovation, but the process of knowledge transfer in a determinate organizational structure is the key resource. 

3. ADJUSTING TO CHANGING PATTERNS OF COMPETITION

Due to the changing patterns of competition spaces, we now are all aware that not only the classical combination between small and large firms’ complementary resources can facilitate innovation 
success, but also the regional and local factors determine one successful strategy. Most of all by the possibility to address the economic policy instruments in territory that ensure the sustainability of any innovational solution. This kind of local and regional approach is fostering the cooperation between small firms and MNE’s in terms of designing innovation strategies, relying upon financial European and national government funds. Mostly if this kind of cooperation meets the European policy requirements of promoting cooperation and business innovation as part of an overall innovation system. After all, we speak about territorial competitiveness and local actors must collaborate to obtain synergy from their complementarities. Consequently the main issue of the new value creation process, as it supposes knowledge transfer, is the coordination of complementary resources belonging to different partners of various organizational structures. As we go local, we are assisting today to an innovation process relying upon territorial marketing which is an umbrella for many business innovative areas such as: eco-clusters, local and regional offerings; traditional products and services exploiting, regional competitive advantage which is based upon intra regional competition between clusters for the decentralized governmental funds; B2B local and regional markets and many more. 

4. AGRO-FOOD INNOVATION SPACE

All the above achievements and intentions will remain theoretically interesting if we cannot prove empirically; that is the most important problem of those solutions is the designing of information system as decision support for management for such a complex structure. That’s for our research cover the market investigation in order to define the state of the art in innovation framework; it is part of a European project, which target was the creation of a network of organizations that supports the participation of agro-food SMEs in international collaboration in order to become active part in value creation through business innovation. The strategy group of the project, in a decision conferencing framework, projected the key mechanisms of competence, commitment and coordination at local and regional level of the territorial marketing initiative. The specific achievements of this initiative consist of: Best Practice Guide to assist agro-food SMEs in choosing the most suitable partnership; structured pool of enterprises, and fostering synergies among them; proactive online intelligence service on FP7 opportunities; WEBSITE with infos, IPs & NoEs database, newsletter, communication & network platform, IT transfer solutions, tailored to SMEs; designing a territorial space of  Knowledge. The innovation benchmark helped the questioned firms to assess their company against the European average in the industry and compared to the top-runners In the following we present some general audit results based upon the analysis of 73 Romanian agro-food firms, being followed by two particular business coaching solution, in particular territorial marketing initiatives.
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Fig 3. Objectives in innovation

Being aware about the preferences of SME’s to client centered coaching we insist that this kind of assistance must be structurally integrated into existing regional support frameworks. Coaching must address specific solution that can be formulated relying upon above agro food benchmarking framework. This partial conclusion of the study confirms the lack of success of fragmented solution in innovation process and implies the need for territorial and partner resource complementarities. An efficient resource reallocation model provides an opportunity for new organizational forms-channel networks, alliances, and different partnerships- to create competitive advantage through the Co-Creation of unique value with relying on local-specific factors. This kind of advantage based upon synergy is demanding the most appropriate information system which better coordinate the complementary resources. In the following we resume a territorial marketing initiative considered for too many years inappropriate for Romania, due to technological high implementation costs and lack of marketing skills.  

5. PROPOSED COORDINATION BUSINESS SOLUTION

We propose that one resource for regional competitiveness will be territorial’s new portfolio offers positioning based upon organic products. The marketing research for organic products is still poor in Romania but CORMA follow upon OMIARD (http://www.aramis.admin.ch/Default.aspx?page=Beteiligte&projectid=13473) initiative was completely ignored in our country. In the last five years the neglected organic market issue is becoming to be a lost opportunity for Romania; in spite of this SPAS Final Report (http://www.spas-project.eu) demonstrate that they are a lot of German, Austrian and Dutch firms very interested of the potential Romanian organic food market. The survey analyzed the hard facts of 24 different regional marketing activities. Consumer surveys on the motivation of buying organic products in these areas, the robustness of the trust and loyalty when an organic scandal happens and the economic impact of these activities in the region (e.g. farmer income, employment rates, assortment, product quality and so on) were evaluated. Their results placed Romanian’s agricultural regions as one of the most valuable location for organic market, due to the possibility to obtain appropriate land characteristic for this type of product in short term and less costly accordingly.The comparative studies on the regional marketing activities had the following results: (i) the prices differences for organic products in comparison to conventional products differ from product group to product group; how the product is processed and where the origin is. In average organic products is 20-50% more expensive than conventional products. The consumer needs to understand why and how this price difference is justified; (ii) an organic purchase within a limitation to a specific region has advantages in the communication to the consumer; (iii) the trust of the consumer is preserved. Part of the information we already have from the Romanian SME’s involvement into SPAS project, above audit described (http://www.spas-project.eu ). Our initiative implies the involvement of policy makers also, when applied to the formulation and implementation of territorial development strategies. With this in mind, the issue of territorial development is looked at and marketing concepts are introduced. Considering organic product as a solution, rural and peripheral territories as the product to be marketed, the main components of its marketing system are designed, as response to the current trends in society that affect supply and demand of the rural product are presented. We consider that the main objectives of our research are: strengthen Regional Marketing Activities for Organic Products through experience exchange in Europe; to sustain and improve the distribution of organic products in different European countries; to inform and educate consumer about organic products and their benefits. The expected results may be formulated as follows: higher income for the organic food chain in the regions; increasing demand for organic products by consumers; better understanding for differences in culture and marketing trough research across Europe. Under the light of the above theoretical framework and the current state of the art on agro food market; in the light of envisaged and documented organic market evolution, we propose a regional information system for the infrastructure management of evaluation and certification the innovative activities - sustainable Solution for Romanian agro food sector SME’s access to the on-line knowledge exchange environment. The designing and implementation of such a system suppose complementarities between three local actors: academics and professionals; administration; SMEs and supposed the implementation of the following procedures: audit of European documentation certification; analysis of the local and regional market; detailed classification system of products and activities; designing the scientific and legal framework for the infrastructure certification; laboratories, methods and procedures; comparative, analysis and harmonization between national and European competences in agro food/organic market; Balance European harmonization/Local specificity and regional protection.

The benefits for SME’s are: Orientation- Training- Dissemination through codes, norms, guides of SMEs; identification and matching suitable complementarities and the subsequent framework for knowledge transfer between organic market interest groups and potentials partners; coaching the SME’s in their offerings by communication strategy implementation; dissemination of traditional activities and products description; development of legal information feed back (i)Local administration-market (ii) Innovative regional/local products/activities-Certification-Legislative; multidimensional correlation will follow activity families and innovative local/regional products-European certified data base-starting point of B2B and B2C; Progressive elimination of administrative monitoring and resource consumer factors from the agro food market

6. CONCLUSION 

The relevance to the sector is very high. Currently we notice “semi professionalism” in the organic sector. That means that the different actors in the food chain do not work closely together. Each level knows their own area very well but does not reflect the needs of the supplier or the customer. By this solution projected for the agro food sector, the organic food chain will produce high quality offerings and will be the one of the area that can benefit from new value creation models. Engaging in this will increase the territorial attractively of Romanian regions and a new marketing initiative will increase the income for the food chain actors and lead to more participation in growing organic food. This will lead to more sustainability and protection of the regions.The learning component of the business solution implies external communication via online advertising (through the created web site) as well as offline of the offers portfolio by the target public, in order to direct the demand. The innovative policies of the distribution strategy follow the training of the local and regional decision factors in supporting efficient logistic chains, in ensuring the safety and the security of the consumers. We consider that the regional competitiveness organic agricultural based, must focus not only in organic-intensive use of land by foreign actors, but mainly to modify the local consumer behavior of this products in our regions. It is more; one module of the informational system ( relying upon Territorial Competitive Intelligence Solution) of the proposed solution could be interconnected and synergistically  transformed in relational competitive advantage in pharmaceutical, tourism, medical care, life quality support and other subsectors.Finally, the implementation of this solution will offer us the prove of validity of the theoretical challenge; the organic market could be the first empirical prove of sustainable competitive advantage trough the integration of complementary territorial resources-at least corresponding to current market particular situation when location specific factors are most important than firm specific factors; and the Romanian organic market is not an exception. 
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THE ROLE OF MACROECONOMIC POLICIES IN SUPPORT OF A DYNAMIC INVESTMENT AND GROWTH PROCESS UNDER GLOBALIZATION
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Abstract: Globalization is permanently changing the framework of national macroeconomic policy, offering opportunities as well as posing challenges and constraints. Many developing countries and economies in transition that opened their borders to international trade and private capital flows over the last quarter of a century have experienced crises triggered by the vagaries of the international financial markets. The “creative destruction” expected from the new openness has often been much more destructive than creative, leading to deep recessions and political crises. Closer integration of national economies into the international trading and financial systems by an increasing number of countries has created a new environment for national policy action. Although countries have lost some degree of freedom in de signing and implementing their own economic policies, there has been considerable diversity in macroeconomic policies, both in developed and developing economies, in response to the new challenges arising from globalization and increased interdependence. 
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1.INTRODUCTION

The process of globalization and national policies mutually determine each other, though in an asymmetric way. Smaller industrialized countries, developing countries and economies in transition are less able than the major industrialized economies to influence globalization trends and global economic governance. This asymmetry is particularly noteworthy in the sphere of international monetary and financial relations, where the absence of a rules-based system permits developed countries, with their disproportionate impact, to determine global monetary and financial conditions. 
Capital accumulation is a key variable in sustained growth and structural change. It simultaneously generates income, creates employment, expands productive capacity and carries forward technological progress and productivity gains. However, the occurrence of innovative investment and, more importantly, the occurrence of waves of such investment, is not just the result of the right set of incentives on the microeconomic level; it needs a conductive structural and institutional framework and an appropriate macroeconomic environment that encourages entrepreneurial risk taking and the creation or expansion of productive capacity, with the attendant provision of employment higher qualified workers.There is a widespread belief that, apart from price stability, the key macroeconomic prerequisite for investment is the availability of savings, and that “foreign savings” are a desirable complement to national savings, allowing the investment rate of developing countries to rise without a reduction in consumption. This static view, which has determined the orientation of macroeconomic policies in many countries over the past quarter century, is not only theoretically flawed, but has also misled governments in their expectations of gains from capital account liberalization.

2. MONETARY POLICY AND INTEREST RATES

An increase in net capital inflows following capital account liberalization can temporarily relax balance-of-payments constraints and offers the opportunity to increase imports without a parallel rise in exports. However, experience has shown that such inflows are frequently not used for enhancing productive capacity through higher investment and/or imports of capital goods, practices that would generate the required income to meet debt service obligations. Rather, a significant part of capital inflows to developing countries was channelled through the domestic financial system of emerging-market economies into credit expansion. Rather than helping raise investment in real productive capacity, this boosted consumption or other activities that were either unproductive or not associated with the kind of production that in one way or another could generate the foreign exchange required for debt service. In the case of Latin America, the expansion of bank lending based on the inflow of foreign savings in the 1990s was accompanied by a shift of such lending from producers of tradable manufactures to the service sector and to households. In other cases, particularly in the East and South-East Asian countries before their crises in the late 1990s, a higher part of foreign financing reached non-financial agents directly, and in many emerging market economies domestic credit expansion resulting from increased capital inflows fed speculative bubbles in the stock and real estate markets. Abundant foreign capital was not associated with higher investment rates and better growth performances compared to countries with less dependence on that kind of finance. 
In many countries the traditional monetary rule of following a pre-established quantitative target for money supply has been replaced by inflation targeting. To the extent that the inflation target is credible it provides a “nominal anchor” to price expectations, preventing self-fulfilling inflation anticipation. Although inflation targeting does not exclude in principle that monetary policy decisions also take into account other objectives, especially high employment, in practice it has led price stability to dominate other goals related to growth, employment or the exchange rate. Policymakers often fear that with multiple targets the credibility of the commitment to achieve the inflation target would be undermined, jeopardising the “confidence building” component of the inflation targeting approach. Monetary authorities in developing countries have to manage a financial sector intrinsically susceptible to boom-and-bust episodes, a propensity that has been reinforced in many countries by financial deregulation and capital account liberalization. The central bank has a key role to play in preventing the succession of episodes of excessive credit expansion followed by excessive contraction. It must not only control the quantity of credit distributed, but also determine how it is used and in which currency it is denominated. Moreover, financial solvency and sustained growth depend on the extent to which credit is financing investment in productive capacity, consumption or the acquisition of real estate and financial assets. Prudential regulation does not always cover exchange rate risks appropriately; for instance, the requirement of a balanced currency composition in banks’ assets and liabilities does not keep solvency problems from arising in the case of a sizeable devaluation if borrowers’ revenues are derived from domestic sources and their debt is denominated in foreign currency. In other words, monetary authorities have to regulate the quantity of credit and its use by discouraging nonproductive and speculative uses within fragile currency systems. During recessions and crises, the central bank must play its role as lender of last resort to avoid widespread bankruptcies. One of its main objectives should be to avoid systemic financial crises. Tightening monetary policy and raising interest rates in order to attract capital inflows – or to stop capital outflows – has proved to be an extremely costly way of managing crises. Counter-cyclical monetary policy in developing countries is needed as much as it is in the developed world. This does not mean that monetary authorities should be indifferent to capital outflows and currency depreciation, but they should be flexible in both policy instruments and nominal targets by using ad-hoc policy instruments, including capital controls, for curbing capital outflows and by following a flexible exchange-rate policy.

The usual prudential regulations, if rigidly enforced, very often introduce a pro-cyclical bias into the monetary policy stance in emerging market economies. In a situation where banks lose deposits and face higher levels of non-performing loans and defaults, banks have to restore their asset/capital and liquidity ratios. However, in a crisis situation it is difficult for banks to raise new capital, and as a result lending typically contracts. The more recent modifications of capital requirements introduced in the “Basle II” agreements do not solve this problem. By fixing banks’ capital requirements according to the risk of their assets, this prudential rule reinforces the pro-cyclical bias of bank credit: as the risk of default is negatively related to the economic cycle, the capital needed to meet the requirement will be low and the supply of credit high during expansions, while during recessions, with higher risks, the capital needed to meet the requirement will increase and the supply of credit will contract. A more proper precautionary rule should be to include a supplementary capital provision during expansions in order to constitute a reserve for use during recessions. Rules that are useful for managing the problems of individual banks in normal times may thus amplify those problems during times of crisis and contaminate the whole financial system. Hence, monetary authorities must avoid aggravating recessions and transforming individual problems into a systemic crisis.
3. THE EXCHANGE RATE 

The exchange rate is the most important single price for both international financial markets and international trade in goods and services, and it has a strong impact on the domestic price level in small open economies. The exchange rate must be flexible enough to avoid persistent misalignments  that would harm the competitiveness of domestic producers and overall trade performance. But at the same time, excessive volatility of the exchange rate must be avoided, as this discourages long-term investment, heightens domestic inflation and encourages financial speculation. Hence, an optimal exchange-rate system must allow different and to some extent conflicting demands to be managed. The choice of an exchange-rate regime reflects not only the policy priorities of a government or a central bank, but also the assumptions about the way in which financial and product markets function. The exchange rate plays a central role in orientating investment and in determining an economy’s balance of payments. As a result of international financial integration, changes in cross-border capital flows, which have reached a considerable magnitude and are often unrelated to investment or international trade in goods and services, increasingly influence the level and variability of exchange rates. Massive inflows of capital exert pressure for revaluation of the local currency. In some cases such exchange-rate appreciation has been welcomed as a means of curbing inflation, and the exchange rate has been used as a nominal anchor for inflation expectations. Sometimes currency appreciation has also been interpreted as an indication of the confidence that participants in the international financial markets have in the respective currency. On the negative side, however, revaluation of the real exchange rate, i.e. currency appreciation overshooting cost and price level differentials, has frequently impacted negatively on competitiveness and growth prospects. Exchange-rate misalignment had a particularly negative impact on the outcome of trade liberalization, as local producers were massively handicapped by an overvalued currency.

Due to the specific functioning of financial markets, floating exchange rates produce a most unstable external price level and the price signals for the “real” economy are a substantial source of uncertainty even if hedging for short-run purposes could be further developed. As a result, exchange-rate volatility tends to reduce growth and developing countries are correct in their “fear of floating”. On the other hand, “hard pegs” were also based on an unrealistic view of economic adjustment in both product and financial markets. As the exchange rate could not be corrected in case of shocks or clear misalignment, the full weight of adjustment fell on the real sector of the domestic economy: exchange-rate rigidity had to be fully compensated by stronger adjustments in all other markets, mainly via movements in prices and wages. An overvalued exchange rate, for instance, calls for a general deflation in domestic prices and nominal wages. The most consequent forms of a fixed exchange-rate system are a currency board arrangement or full dollarization of the economy. Experience has shown that fixed exchange-rate systems often end up sacrificing not only growth and employment stability, but also interest rate stability and the stability of the banking system more generally in order to obtain exchange-rate and price stability. The exchange rate, rather than serving as a policy instrument, becomes the central goal of macroeconomic policy, which then also requires fundamental structural changes. Against the background of experience with both rigidly fixed and freely floating exchange rates, “intermediate” regimes have become the preferred option in most developing countries. According to a recent IMF report, “[t]he persistent popularity of intermediate regimes ... suggests that such regimes may provide important advantages ... that ... are able to capture some of the benefits of both extremes while avoiding many of the costs”. Indeed, developing countries require an exchange-rate regime that provides sufficient room for manoeuvre in the presence of instability in international financial markets, and allows them to target a real exchange rate in line with their development strategy. None of the “corner solutions” offer these possibilities. There is an “impossible trinity”: combining a completely open capital account with full autonomy in monetary policy and absolute exchange-rate stability is indeed impossible. But, given the shortcomings of free floating, developing countries are faced with an “impossible duality”: with open capital markets, neither fixed nor flexible exchange rates give developing countries the de facto autonomy to conduct monetary policy with an exclusive orientation toward domestic needs. Thus, aiming at a second best combination appears to be a feasible approach in practice: “It is possible to engage in selective capital controls and a managed-intervention exchange rate regime which reclaims some monetary policy autonomy. In a world where developing countries focus on creating favorable monetary conditions for the domestic economy rather than on attracting foreign savings, the exchange rate should be compatible with a sustainable balance of payments, i.e. it should allow domestic producers to achieve and maintain international competitiveness so that a surplus in the trade balance can be achieved that is high enough to meet obligations resulting from debt service and profit remittances. Such a policy could be labelled the “development strategy approach” to exchange-rate management.
4. CONCLUSIONS

Macroeconomic policies in countries closely integrated into international markets have to cope with several risks at the same time: that of the misalignment of macroeconomic prices – particularly that of the exchange rate and interest rates; the orientation of a substantial share of capital inflows and domestic credit towards financing consumption and non-tradable production; economic instability arising from the volatility of capital movements and credit-led cycles; and the creation of a debt overhang that may durably hamper both investment and growth. Globalization has increased the need for pro-active macroeconomic policies in support of growth, but it has also introduced constraints to implementing them. Some of these are de facto constraints on monetary and exchange-rate policies in an environment of free capital movements, the “impossible duality” referred to above. Given these constraints, it may be necessary to protect the domestic economy against the impact of the instability of international financial markets on capital accumulation and growth by applying controls on capital inflows or outflows, actions that are within the formal “rules of the game” since they are allowed by the IMF Articles of Agreement.
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Abstract:  To achieve orderly capital markets around the world, corporations must provide investors and creditors with relevant, reliable, and timely information. Accounting, auditing, and the structure of corporate governance that they operate within are essential components in the flow of information to capital market participants. However, recent accounting failures have pointed out the need for substantive improvements in these components. The academic accounting community can play a role in stimulating change aimed at enhancing market efficiency through commentary and scientific-based research that provide direction for change. The purpose of this commentary is threefold. First I review the historical development of accounting, auditing, and corporate governance in an effort to identify and understand salient features of the past that have led to the current state of affairs. I then propose changes in accounting, auditing, and governance that I believe will address the current problems with the underlying quality and integrity of the financial reporting process. The third purpose of these comments is to stimulate further debate and empirical research aimed at enhancing the future quality and integrity of the financial reporting process.

Key words: capital markets, accounting, corporate governance.
1. THE USEFULNESS OF FINANCIAL INFORMATION AND THE DECISIONAL ACT 

The importance of issuing the financial situations is equal both for those who perform them and for the users of financial information. The accountancy produces financial situations that have impact over the company and which modifies the behavior of individuals, generating mutations or social changing (Ghita, 2004). In time, the number of potential users of financial situations has considerably increasing. This fact determined exerting a tension more and more powerful on the line of publishing the financial information. Therefore, the risk of conflict between the managers and the external users exists, and its presence involves the necessity of accountancy regulations and of auditing the financial situations. 
Not few times, the same economic event creates different reactions on two or more countries. The explanation results from accounting cultural differences.  The accountancy cultures being in dispute in the view of achieving the supremacy are the European accountancy culture and the Anglo-Saxon accountancy culture. These created two accountancy systems, which as a matter of fact represent two models of requiring the accountancy information on international level: the continental model and the Anglo-Saxon model. 

The continental model of requiring the financial information has as main beneficiaries of information the creditors, fiscal authorities, but also the investors. The option for such model belongs to certain countries as Belgium, Germany, France, Greece, Italy, Portugal, where financing the enterprises is assured generally by bank loans, the accountancy regulations being influenced by those fiscal, and the judicial systems are reunited in codes of detailed regulations, for different areas, where the accountancy is registered, also.  
The Anglo-Saxon model of requiring the financial information is addressed especially to actual and potential investors. Adepts of such model are the countries where financing of enterprises is accomplished by referring to capital market, accountancy being uncoupled from taxation, the capitals markets having a significant part, and the systems of customary right are preponderant. In these countries, the accountancy regulations are issued by the representatives of private sector, within a general regulation frame. For such model, countries as United States of America, United Kingdom of Great Britain, Australia, Canada, Holland, New Zeeland and Singapore. Even when speaking about the own management, the issuers of the Stock Exchange perform upon the syntagm “it goes that way, also”. Why complicating with regulations of corporate governance, when investors buying your shares are existing!? The companies mentioned are far away of having a management taking into consideration the interests of all stockholders. The principles of corporate governance are ignored by those smaller issuers and applied with inconsequence by those bigger. The idea of administrating with higher transparency level does not really delight the companies managers, although it is carried within the stock exchange environment for better than three years. 
The companies are not obliged to apply the mentioned system in the view of being listed to the stock exchange. Applying it represents tough a necessity, the law of capital market being accomplished in accordance to Directives of European Union, which refer to great corporate governance. A study of Ernst Young & Center for Business and Innovation points out that in Occidental Europe, 56% from the investors gives an equal or supplementary importance to information as concerns the corporate governance and to those of financial type. The most if investors are interested on paying a prize to those companies that apply standards of corporate governance. This supplement of stock exchange price is of 12-14%in USA and in Occidental Europe. In Asia and Latin America, this has the value of 20-25%, and in South-East Europe and Africa, the maximal value of 30% from stock exchange capitalization is observed. Improving the system of corporate governance can represent a strategy of increasing the companies’ global performance, respectively of increasing the stock exchange price of their shares, and implicitly of increasing the companies’ values. Within member countries, the regulations of corporate governance were issued by different entities: governmental groups, commissions organized by governments or stock-market, business or academic associations. For most situations, the regulations were carried out by groups or investors’ associations. In order that corporate governance to positively influence the market value of the enterprise, two conditions have to be respected:
· Firstly, the corporate governance has to contribute over increasing the revenues of an enterprise’s stockholders. 

· Secondly, the financial market has to be enough efficient, so that the price of shares to adequately reflect the indicators of performance registered by the company. These conditions are respected more frequently in the countries having developed money markets.  

The corporate governance makes reference for promoting the correctness, the transparency and the responsibility to company’s level. When the mention is made to capital markets in order to obtain finance, the management of enterprise is confronted to a difficult management problem: in what way the investors will have guarantee over the selection of the best projects, over the submission of enough projects in the view of developing the enterprise, over the fact that relevant information was adequately developed and not last, in what way the investors will be remunerated? Within the total lack of a credible commitment, the external investors will let on producing the most unfavorable scenario – that where managers will exploit all the opportunities in the view of cheating the investors or in the view of avoiding respecting the obligations towards these. The more the force of commitment is powerful, the more expensive will be the external financing (and more difficult will become the recruitment of a qualified personnel and establishing long lasting relationship with providers and consumers) The problems occur from two reasons:

· an individual investor cannot dispose of adequate incentives in order to support the afferent costs for imposing the fulfillment of obligations by the economic unit management. As result, the investor can try on manifesting a behavior of ”stowaway” within the process of monitoring and imposing the compliance of contracts accomplished by other investors;
· the mechanisms of constraining and penalizing the managers can be absent or incomplete, possibly because of imposing the compliance of ownership rights in that country. Usually, these two problems are associated. 
When the costs of storing the information and imposing of contracts are high, the investors will consider too difficult their monitoring, so that if there are more investors, it is less probably that monitoring will be accomplished. In this situation, once the institutions are absent, and the mechanisms are too expensive in order to make attractive the search of external financing, the companies will not be able on credibly undertake the obligations. Combining the assessment of ownership rights and of certain weak mechanisms of solving the interests conflicts between many stockholders will generate problems of “corporate governance”, which finally have as consequence the negative evolution of capital markets, an insufficient external financing, a less value of the companies and a bigger value of the capital, etc.  The financial management literature contains different definitions that explain the concept of corporate governance. Within the context of present paper, we believe that more comprising is the vision of Shleifer and Vishny: “Corporate governance considers the modalities where providers of finances of the corporations guarantee the reimbursement and remuneration of their investments. By monitoring or potential penalizing of managers, the investors can reduce the probability of being cheated or deceived”(Shleifer, Vishny).
The corporate governance principles formulated by OCDE (The Organization for Cooperation and Economic Development) and signed in 1999 by the member states contain recommendations for designing and improving the management structure. In accordance to these principles, an efficient system of corporate governance has to:

· protect the rights of stockholders and to assure an equal attitude towards the stockholders, including small and foreigners stockholders;
·  to recognize the rights of interested persons and to stimulate the active cooperation between corporations and persons involved on achieving the value and creating job positions, also assuring the stability of the enterprises which have success under the financial point of view;
· to assure adequate disclosure and time in of information as concerns the essential problems, including the financial position, the results of activity, the structure of shareholders relationship and the management structure of the company.
In Romania, the economic units that organize their activity under the corporate form (the joint stock companies quoted an unquoted, the limited companies) did not reach the implementation of different efficient mechanisms of corporate governance, which should advantage them on attracting the external financing sources. 

2. MEANS AND ADEQUATE TOOLS WITHIN CERTAIN CORPORATE GOVERNANCE PRACTICES 
Any economic entity has a fundamental objective, which represents the motivation of developing its entire activity. On most of situations, the fundamental objective is represented by maximizing the profit. Besides this, other general objectives may appear into sight, such as: survival, economic increasing, optimizing the relationship between the participants on enterprise’s activity, etc. Also, any enterprise has certain financial objectives: the financial balance, the financial profitableness, the increasing of outturn on using the production factors, etc. In order to take decisions by the leading team in the view of accomplishing the unit’s objectives, proper knowing of its situation becomes necessary. As main informing source, the accountancy contributes on preparing the decisions taken by the enterprise and its partners. The industrial enthusiasm and developing the high enterprises, characterized by separation between stockholders – owners and the professional managers, have lead during time on increasing the needs of informing the managers and investors. 

The information used for taking decisions by the enterprise’s leadership comes greatly from the managing accountancy, which constitutes the main source of information on leading and managing the activities. Although, the financial accountancy, resumed by its yearly accounts, will provide to managers the necessary information in order to manage the relationship with third parties, choosing the investments projects and financing resources. Moreover, to small economic entities that do not use accountancy of sophisticated managing, it will become useful for informing and on taking most of leading decisions.   The main part of the yearly accounts is that of providing useful information on taking decisions by the stock exchange investors. The investors, concerned on knowing the real situation of the unit, wish to achieve an answer to following questions: 

· Is the enterprise viable? The balance sheet allows the appreciation of profitableness if a structuring of positions on assets is performed in accordance to the increasing liquidity criteria, and also a classifying of positions on liabilities is made in accordance to the increasing dues. This traditional view of the patrimony, of the enterprise’s solvency aims on being replaced to another, based upon functional structuring of the balance sheet and on using the financing panel. 

· Which are the enterprise’s performances? In order to appreciate the performance achieved by an enterprise, the means used in order to achieve those results have to be compared. This thing is emphasized by the result’s indicators, especially by the intermediary managing balance accounts. 

· Which is its developing phase? How much the enterprise’s activity was increasing during the reporting duration has to be known. 

· Which are the risks whereon the enterprise is exposed? It is about seeing where the risk bankruptcy exists, as result of stopping the payments, for instance, or the risk of interrupting the supplying, the risk of shortening or loosing the company own-outlet, etc. 

Achieving an answer to these questions and of course, to others related to organization of interest, the investors can form an opinion about the future financial investment, thus taking decisions. Though, the problem of this information quality, upon which basis the investor will decide, is taken into consideration.   
3. CONCLUSIONS

The corporate governance has to assure the frame in the view of protecting the rights of stockholders, just as they are foreseen by law and to verify their compliance. The fundamental rights of the stockholders include:

· assuring the methodology  for registering the ownership;

· the transfer or estrangement of shares;

· achieving the adequate financial – accountancy information, on time and upon basis of regulations;

· participating and the voting within general stockholders meetings;

· selecting the members of executive;

·  quota from company’s profits. 

The stockholders have the right of participating and of being informed about the decisions as concerns the fundamental changing within the company, such as: 
· statute’s amendments 

· company’s contract or similar documents, which governs the company;

· authorization of supplementary shares;

· extraordinary transactions, which have as effect the company’s selling. 

The stockholders have to own the possibility of effectively participate on voting within general stockholders meeting and to be informed over the regulations, including the voting procedures, which lead the stockholders meetings: 

· enough and on time information as concerns: the date, the place and the agenda of general meetings, as well as complete information as concerns the problems over which the decisions have to be taken, within the meeting;

· assuring the possibilities that stockholders to address questions  to the executive committee and to establish themes (subjects) on the agenda of general meetings, by respecting the  reasonable deadlines;

· the stockholder has to hold the possibility of voting personally or, in absence, by equal effects for both types of voting.

The information has to be prepared, audited and disseminated in accordance to the highest standards of quality, concerning: the accountancy, the financial and not-financial reports, as well as the audit. Carrying out the audit by an independent auditor is yearly imposed, in the view of providing an objective and neutral guarantee over the financial balance sheets, which were elaborated and presented by the company. Therefore, the channels in order to disseminate information assure the adequate and in time access, by conditions of efficiency from users to significant information.  
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Abstract: Through this paper we want to point out the way that Fair Trade becomes an innovative social value creating practices that can be considered the suitable tool for poverty alleviation through trade.. We can say that Fair Trade reveals that trade can have a sustainable contribution to improve the small farmer’s life without neglecting the environment. We consider that this system is revolutionizing fair trade by correcting markets imperfections, and by increasing transparency, efficiency and competitiveness. This paper represents a cross-section of theory and practice about Fair Trade. In the first part we will present some theoretical. We do consider that this process can be successfully implemented in Romania with tremendous benefits only if private, public and the social sector will work together. In the second part we will present an example of Fair Trade in the Maramures area, by pointing out the impact of this process on the development of this area. Fair Trade is unquestionably a promising way to promote social change. 
1.INTRODUCTION

The international organic agriculture and fair trade movements represent imperative challenges for our continuous struggle for change society. The international market for both organic and fair trade products has grown-up remarkably in recent years. Fair trade is a movement which has as a main purpose to integrate ethical principles in consumer decision-making. The idea of ethical consumption is not a new one. Lang and Hines (1993), identified three waves of consumption culminating in ethical awareness. The first focused on value for money, basic product information and reliable labeling. The second concentrated on consumer safety and manufacturer accountability, and the third which is also the most recent, introduced environmental and ethical issues linked to notions and corporate citizenship and social responsibility. This last stage is characterized by human awareness regarding social issues human working conditions, environment system, trade justice. 

2.Fair Trade for Social Entrepreneurial process 

Social entrepreneurship is still emerging area for academic inquiry leaving its theoretical underpinnings insufficient explored. Outside of a few well known examples we were having trouble identifying any products, groups, or people that we could place in the bucket.Social entrepreneurship may be defined as “innovative, value creating activity that can occur within or across the non-profit, business or government sectors” (Austin, 2006). Social entrepreneurs are primarily focused on social innovation and opportunity recognition of new social value creation. Thus, social entrepreneurs seek out opportunities to add social impact throughout their entire value chain. Social entrepreneurs create new social value by marshalling resources effectively to address key issues (Nicholas A. et al., 2000). 

The idea of fair trade began in the late 1940, and it was originally developed when churches in North America and Europe sought to provide relief to refugees by selling their handicrafts to Northern markets. Soon this system gain land and thousands of volunteers used world shops, churches, or their homes and from stands in public places, in order to promote this social business. Thus, Fair Trade offered a fair chance to disadvantaged producers in developing countries to have access at the world’s market by developing a new path to come out on the right side by having access to self financial model to combat poverty. This was possible by empowering small farmers and agricultural workers to use the benefits of trade as a mean of enhancing their social capital. In 1988 the first fair trade certification initiative was launched in Holland named - Max Havelaar which made fair trade to grow into an international movement. The name was taken from a fictional character who opposed the exploitation of coffee pickers in Dutch colonies. Nine years later the Fair Trade Labeling Organization (FLO) brought Max Havellaar, together with counterparts in other countries. Today, the FLO operates in 19 countries like Japan, North America, Mexico, Australia and New Zealand and several countries from Europe. Compared to conventional trading structures, these Alternative Trade Organizations offered higher returns to producers in the developing world through direct trade and fair prices. Until now we can say that this movement is a response to a global trading system that is both unjust and exploitative, revealing that trade can make a sustainable contribution to improve the small farmer’s life without neglecting the environment. It can be sustained that this system is revolutionizing the free trade by correcting markets imperfections, increasing transparency, efficiency and competitiveness (Alex Nicholls& Charlotte Opal, 2008):.The Fair Trade system was developed to include workers in developing countries who don’t own the means of production. For example the craft producers and farmers are creating goods but without a market for their products those are without value. Nevertheless, for developing an efficient supply chain an organization should represent the people interest by promoting their goods; this could be cooperative owned by the farmers or an independent organization. That should be an organization, which purpose should be a social one not a commercial one. This could be translated into the aim of helping farmers to develop a competitive activity and as well to help them by offering them consultancy for respecting Fair Trade principles. In order to enhance this process and to ensure its development the state should provide some grants in starting stage of the process. The organizations (NGO, COO, NON FOR PROFIT) should become the central piece of the puzzle like is illustrated in the Figure 1, ensuring the link between State, Craft Producers, Farmers, Retail, Fair Trade Labeling Organizations International ( FLO), in order to best represent the interest of farmers and craft producers. In these conditions farmers will receive a fair price, a market and at the same time a source of income which will provide them a higher standard of life. The state has to support, and help the development of a mechanism for poverty alleviation without a constant involvement, this fact, on long term, will decrease the spending in this sector. The retailers will be supplied whit fresh organically products.  In this case we can talk about a value creation process, which can be considered an alternative for trading mechanism to mainstream an economic model. From small opportunities and modest beginnings this process turned to became a global network, bringing together small lenders, factories, small-scale producers, trading and retail companies, state organizations and consumers. 

2.1.Characteristics of fare trade
Agreed minimum prices

Agreed minimum prices guarantee a price above price of production that enables producers a living wedge without neglecting the social and environmental principle. For crops like coffee, tea and bananas, farmers are paid a stable minimum price. Normally these prices are set above the market minimum prices for the same products. For each category of products is established a floor price and if the market price flows under this limit, the importers will have to pay the floor price by obtaining a price above cost of production. The floor price structured up of production costs and cost of living and the costs imposed by the Fair Trade Standards.  

Direct purchasing from producers 

The most efficient way to increase producers income is to hand them money directly (Le Clair, 2002), because every link in the supply chain reduces the farmers income.  The importer pays the fair price directly to the workers representatives. Reducing the number of intermediaries, the costs are dramatically diminished within the value chain. In these conditions more money will return to the small land owners giving them the possibility to develop their activity and life quality. All this is possible by developing a long-term relationship based on mutual support and benefit. All aspects of the trading relationship are open to public accountability.

Cooperatives based on trust and mutual respect 
The profitability of each business is dependent on the size of production. In terms of costs the efficiency of working independently, can draw many disadvantages, such as lack of information about prices, market requirements, new technologies and financial facilities. Undoubtedly, in this situation emerges a risk-averse, without real possibilities of diversifying and developing new alternative for enhancing productivity. Being organized in cooperatives, small farmers and agricultural workers will be able to reinforce their capabilities, becoming easier for them to get access to new markets, credits, information, technologies etc. The production activity requires money investments that obstruct the possibility of developing an efficient activity. These new perspectives for the rural disadvantaged people, offering new possibilities of development even to create Small Businesses.

Environmental sustainer

Goods are produced and crops grown in an environmentally sustainable way. The practices of Fair Trade system is based on environmental principles. In production are forbidden damaging chemicals, fertilizers or pesticides unsafe for people and environment, encouraging organically raised products. 

Sustains social causes
Producers are paid a fair price and workers a fair wage and working conditions are healthy and safe. The work force receives equitable salaries according to their work offering them a decent life and development opportunities for them and their families. It offers new alternative for income, offers job opportunities for women and young in rural area, it supports local health, develops the rural tourism by improving the infrastructure, tourism services, improving safety at the work place. Children abuse and slavery are prohibited. Normally 10% or more of the Fair Trade price is offered to larger community for development projects such as schools, infrastructure, housing, pension funds, clinics etc. 
Pre-finance opportunities.
For many farmers from developing countries the problem is not the access to credits, but the poor possibilities of paying the loans  because of many reasons like, natural disasters, and lack of resources. Normally the importers have to pay in advance up to 60 % of total purchase of the seasonal crop. This represents an enormous help for the farm workers which gives them the opportunity of production financing. There are two mechanisms trough which Fair Trade buyers provide pre-finance, either internally and externally. 
3.Fair Trade in Romania
In Romania the rural population is represented of more than 10 millions habitants who live in more than 13 000 villages having as main source of income the agriculture and animal farming activities. After the 1990 many changes had affected the peasant’s life. The retrocession of land had given more than 55% of the Romanian agricultural and non-agricultural land to more than 5 millions farmers. This has become the source of different problems because, many land holders, were not disposing the required criteria for developing an efficient activity, because of the lack of experience and financial support have not been able to develop an efficient commercial agricultural activity. The retrocession gave the opportunity to the people to dispose a great part of the forests. On the other hand, because of the leak of legislation, this resource was exploited in a chaotic manner, with a disastrous effect on the climate and relief and people’s life. Nevertheless, another reason was that of the infrastructure (e.g. irrigation systems, country roads, sewerage etc.)  instead of evolving toward in a new and functional structure started to decay, because of the leak of investments, both in which concerns the preservation and maintenance of the old forms and in building new ones. Besides this, there are regions where the conditions are worse because of the climate and land quality. Each year thousands of families lost all that they have earned in a life time. Because of the poorness, many of them did not afford to pay for insurance, and so their life was strongly affected.Thus, many of the rural habitants are having a low standard of life and underdeveloped means of farming.  The Romanian representatives offered them support by providing food, clothes and raw materials for rebuilding their homes, but this was not enough.The agriculture provides in general very low income, we can affirm that more and more people renounce to cultivate the land because this activity for many families has become a waste. Most of the peasants are working the land by their own without technical support. In Romania the majority of the poor population it situated in the rural area. The lack of financial resources poses them in the impossibility to have a functional autonomy, and they cannot develop an efficient agricultural activity. Additional, the young exodus abroad or in cities areas, makes that a greatest part of the land workers to be older than 50 years. Unfortunately, considering Romanian economical conditions there is almost impossible to imagine that a large number of those peoples are living with less than 100 RON, like 45 $ a month. Taking into account this situation, it is really difficult to develop a competitive and modern agricultural system. The dependence degree of rural population on the climacteric conditions and their own strength becomes each day riskier. Considering the situation of Romanian rural community there is an acute need for reorganization. 
Hand Craft Fair Trade: example of Romania

Follow up we will present a fair trade example, the first identified by us in Maramures, Romania. There are many places in Romania recognized for their native beauty but which are not promoted. This region has a rich history, authentic tradition and at the same times a picturesque landscape. People are well known for their rich tradition in woodcarving, traditional homes and wooden gates line, and wooden churches. Most of their home use products are home maid, as traditional food, cloths, blanked curtains, wool carpets, pottery, furniture, jewelry, stained glass etc. All products are very colorful maid from row materials directly collected from nature like wood, wool, clay for construction and pottery, natural colorants for paintings, other natural fibers for clothing and decoration.  This project was possible because of the implication CHF International România in collaboration with the United States Agency for International Development (USAID). Their aim was to expand the competitiveness of tourism industry by implementing a methodology focused at developing and promoting the natural landscape, historical and cultural heritage toward tourism. The program was three years long and it started in 2004, by involving approximately $13.3 million. This project wanted to revitalize the poorest rural habitant’s life by giving them the possibility to increase their life conditions. The program has the following principles: working with disadvantaged artisans, to pay fair prices for handicrafts promptly, to offer consumers handicrafts that reflects and reinforces rich cultural tradition, to promote Fair Trade, to get use of their rich tradition and tourism potential and to develop their own brand, to learn how to label their hand maid products, and how to promote them, to teach artisans how to market their crafts to tourists.The training provides group instruction, followed by one-on-one consultations at the artisan’s workshop. The handicraft products have to respect traditional motifs, decoration and design; it has to be made of traditional raw material with traditional techniques and tools.   This project represents a first step for agricultural farming development, showing that Fair Trade can become a mean for change. The beneficiaries of this project were 40 artisans, who were chosen from more than 60 applications which were received. Fair trade allowed village people to earn a suitable income helping them to pay for food, education, health care, housing, who otherwise would be unemployed or underemployed.  There is a need for a certain period of time in order to see the evolution of rural habitants of Maramures as well as their businesses. Some years ago we couldn’t talk about ordering hand craft products by internet, about developing competitive agro tourism offer. Undoubtedly this process gave the possibility of rural habitants to change their perspectives and their potential. 

4.Conclusions

Without question, Fair Trade has contributed in significant ways to addressing major societal problems. Yet traditional approaches are still falling short, especially as the intensity and complexity of social problems has grown. Rather than simply giving money to charity, fair-trade consumers feel that they are participating in a less paternalistic, more sustainable two-way exchange. As the Filipino economist Walden Bello has written: 'Trade can be good or bad for national development-it all depends on the rules that guide it.' Unfortunately, the rules are rigged to benefit the rich and marginalize the poor. Fair trade is an attempt to reverse that bias. It's not going to fix the global system. That will take major institutional changes and a determined campaign. Many people consider Fair Trade as being a niche market for middleclass consumers in rich countries. Many others do not believe in its advantages considering that this will be a short time phenomenon and probably a new source of income not only for those in need. Nevertheless, inspire of all this controverters we have to observe that at least this process comes with something new by trying to use a different approach of trade. With fair trade the wellness starts with the producer, him being in the centre of attention, considering that if he has not proper conditions to develop his activity and also to improve his life, he will present an obstruction for the social system which on long term will harm not only the consumers but also the state and the private sector. Also, because it takes account of the producer, fair trade can address the issue of poverty directly, rather than through the questionable assumption that economic growth will automatically alleviate poverty.Undoubtedly, Fair Trade is an important phenomenon for the social benefits, it resuscitate innovation progress, increases employment, stimulate the moral obligations concerning to the responsibility within society. Thus, we have to promote this phenomenon and also to find the proper ways sustain its development on the Romanian market.  
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PHILOSOPHICAL FUNDAMENTALS OF THE POLITICAL ECONOMY
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Abstract: Economics has no need for philosophical elements as philosophy for economics ones. Our goal in this article is to unmount and then reconstruct the science of economics after the philosophical rules and objectives. If the philosophy of economics means the philosophical guardianship of economics, we ask ourselves what the philosophy of economics really means if it assumes the wit of economics. From the birth of the political economy till today, the sphere of economics is always circumstantially overwhelmed by different intrinsic dilemmas. Political economy is above all a social philosophy and it must be recognized just like that. It is based on a certain concept upon human being and his social relations which excel from the objectives proposed by different economists.
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1.INTRODUCTION

Since the publication of the “Political Economy Treatise” (1615), belonging to Antoine de Monchretien, 161 years had to go by in order for the economic science to be truly materialized in Adam Smith’s work “The Fortune of Nations”, considered as being the cornerstone of our science. Meanwhile, in 1771, Baudeau Abbot was about to publish “The First Introduction into Economic Philosophy”, and afterward other authors have expressed their opinion on this topic too. Nevertheless, until today, the economic philosophy is still awaiting for a defining and an elucidation of its content.

2.THE ORIGINS OF POLITICAL ECONOMICS

Not referring to the standard of the natural right anymore, the western philosophers move the issue of the best social system into the domain of the human responsibility. The implementation of the political power implies actually the fact that the human being should hold the capacity of mastering the resources by means of which to administrate the society. Reciprocally, endowing the human being with characteristic capacities ineluctably poses the question of administrating its environment, its polis.  The value of the human being cannot be acknowledged but after the reconsideration of the connection between human and God. This has been attempted by the Italian Renaissance. The affirmation of the typically human characteristics the way the Humanism does it implies the absence of the omnipresent hierarchy in the feudal times. The humanity of the individual is one thing, thus each person should have an identical and direct relation with God. The principle of the coincidence of contraries, stated by Nicolaus Cusanus, shows that all the people meet God the same as all the mathematical figures coincide in the infinite. Not only that no hierarchy can exist anymore between human being and God, but every person belongs to the divine form. According to this conception it is possible to identify an initial form of the individualism, an obligatory stage for what is to come. The civic Republicanism, whose inventor is Machiavelli, will manage an emancipation which holds the basis of the whole modernity. It doesn’t just endow the human being with the capacity of knowing God, but also with the one of ruling over its own destiny. Further on, the divine reference was going to disappear, and the humans are left with the solving of the political issue central to modernity: how can the individuals be aggregate into the society under the circumstances of peace insurance? 

Machiavelli’s thought had been used unjustly and for a long time, in order to qualify activities unspeakable of from a political point of view. He particularly appeared as a theoretician of the absolute sovereignty, of the Prince’s using of the force and the manipulation. From a pragmatic point of view, Machiavelli transforms into a political principle the idea according to which the human being, thanks to his virtues, can rule over his destiny. The latter doesn’t hold anymore the power to defeat the so easily the ones who do not want to be defeated. Destiny plays easily only with the ones who resign themselves to the inevitable. For the Prince, the virtue is a means of governing. Political necessity combines with the promoting of the civic sense. By asserting that “the general good and not the particular interest renders the magnificence of a state”, Machiavelli favours a type of political organizing which allows the acquisition of virtues by means of the citizen’s participation to the citadel’s life. Translated into the political domain, the virtue is given significance as a civic force and does not appear anymore as being an unavoidable destiny, like the ancients’ works. Therefore, the good is not the result of a hazard, but it is defined by the citizens themselves, and this is where we have the crossing to the technical and political administration of the social.

The unsettling and the major defiance brought by the modernity and the Humanism resides in the contestation of “the natural order” and the affirmation of the fact that responsibility of administrating the fortress and the control of the human actions revert to the humans, which is obviously not lacking risks. Machiavelli was aware of these risks’ existence, because the human beings have limited capacities. Nevertheless, the defying of the modernity gets accelerated when the virtue expands up to the point where it becomes nationality. Together with the nationality, the human gets to the very foundation of the society and not only to its administration. It is now that the modern theories of the social contract appear. Particularly remarkable is the Hobbes’s one, as it combines, in a specific manner, Machiavelli’s philosophical contribution with Descartes’ epistemological one. This unsettling allows to the political philosophy to propose a new consideration when it comes to the institution of the social. The human beings are considered capable of rebuilding the society by means of reason, in the sense of removing its constraints. The humans, who are perfectly independent, are capable to pass from a situation lacking constraints to a civil society. By introducing the reason, the question of the individuals’ aggregation is moving towards the institution of the social. Hobbes lays emphasis on interest. In his Leviathan, written in 1651, he has given a name to a dictatorial form of organizing the state. Crucial for the political philosophy, Hobbes’s contribution is equally important for the political economics, as it projects for the economists their future investigation field. By describing the relations between isolated but rational individuals and by having in view personal aims, the hobbessian state is being presented as the central metaphor of the future economic thought. Robinson Crusoe would become a key character of the economics’ mythology. But Hobbes isn’t the only representative of the contractualism. John Locke truly deserves to associate with him, even if his approach is somewhat different. Unlike Hobbes, Locke does not consider the human reason as a starting point, at least not in Descartes’ sense. His perspective is an evolutionary one. The human is considered, first and foremost, as being a blank page (tabula rasa), gaining its humanity progressively, starting from the impressions picked up from the environment. Condillac will offer, in 1754, an archetypal formulation of this conception about the human being, in the form of a statue that becomes a human being by means of its senses. Hume, Smith, and, later on, Hayek, will embrace this theory concerning the human nature. For this type of sensualism, the reason is the slave of the passions. Consequently, in contrast with carthesian perspective, which makes out of the human being a rational person capable of settling the society, Locke and Hume’s theory considers that he is capable to administrate it.  Locke describes the natural state as being a situation where the society is structured according to the rules of the natural right. Thus, Hobbes’s social contract’s constructivism has as an opposite a transformativist conception. Starting with a situation where the power belongs to the leader of the family, the lickian contractualism describes the manner in which takes place the evolution towards societies with more elaborate ways of governing. 

This evolutionary perspective plays a fundamental role in forming the political economics. Together with the hobbesian rationalism, it opens a second possibility in the modern philosophy, which leaves the question of the social’s foundation outside the field concerning the preoccupations of the political philosophy. When the aggregation of the individuals is being produced against the background of the sudden order, the problem consists of understanding how this arrangement already existent in the human relations is getting preserved. The modern political philosophy not only recognizes a particular capacity belonging to the human being, but it equally insists upon the possibility and the necessity that this aptitude supposes taking the direction of its terrestrial existence. The domain and the means of the political philosophy are being renewed as against the classical approach: the problem of getting to an ideal state is not being posed anymore, but the one regarding giving to the humans the means of creating institutions which secure the social order and the civic peace. 

3.THE FOUNDATIONS OF THE POLITICAL ECONOMICS

3.1. The Interest Shared by the Political and the Economic Science
The political philosophy associates the modernity of the idea of the human’s own value, or virtue. Probably the most important contribution of the economic politics is to translate this universal human 
feature into economic terms. The concept of “interest” represents the economic transposition of Machiavelli’s virtue or the carthesian rationality. To put it differently, being preoccupied by your own interest represents the natural and universal consequence of a behaviour based on reason. Introduced at the end of the 18th century and being used for the first time in a scientific manner by the Rohan cardinal in the paper “The interest of the Princes and of the Christianity States”, the concept of interest has been first used by philosophers, and then, very soon, it will be taken over by the economists. It seems pretty natural to consider the fact that the humans ground their demeanours on the personal interest, whose figurative form is the craving for money. The pursuing of the interest is thus a highly economic behaviour. The interest becomes the characteristic of the human behaviour due to its universality and instrumentality. In this way, economists such as A. Smith or D. Hume will give a greater importance to interest, even if they see sympathy as being the basis of humanity. For Hume, “avarice, the craving for gain, is a universal passion that works on all times, in all places and in the whole world.”

Making out of interest a universal human attribute necessarily modifies the perspective embraced towards the social. This self and gain love motivates the human beings, whether they belong to the civil society or to the natural order, now as well as in the future. In other words, the particular considerations can leave place for a timeless and belonging to nowhere in particular approach, which could thus be a genuine scientific one. Hobbes’s approach takes the visage of the Leviathan, ancient monster resurrected in the modern society. Each individual setting off in order to find his interest draws the society’s economic characteristics. The logic of the origins gets substituted to the history of the origins, allowing an explanation instead of a depiction. The pattern justifies the state’s presence into the society. As Helvetius (1822) wrote that if the physical universe is subjected to the motion’s laws, the moral universe is subjected to the interest’s one. Also, Hume, Smith and Bentham try to transpose in the domain of the society the principles of the Newtonian attraction.

Owing to the interest, the problems of the social binder can shift on an economic field. The issue is not being discussed referring to the rights and the debts of the individuals, nor concerning the laws or the institutions, but it focuses upon the production and the distribution of wealth. The interest authorises the evaluation and the accumulation not only of the quantities of goods and services, but also of people. Everything, including the moral, gets reduced to the cold calculus of interest. The economist becomes the administrator of the society, interested only in the individual’s behaviour and not also in their intentions. Even if the first mathematician economists (d’Auxiron, Canard, Isnard) do not begin to write any sooner than the second half of the 18th century, “the political arithmetic”, one of the avatars of the political economics, had already appeared art the end of the preceding century, together with W. Petty’s work having the same title, significant for the volition to construct a mathematical and physical thought of the social. Altogether with Petty, A. de Montchretien and F. Quesnay try to finalize a realistic and rationalistic science, thanks to some precise studies concerning reality and some mathematical formulations, more or less sophisticated, obtaining a representation of the real that wanted of itself to be available for all times and all possible spaces.

Beyond all these and because economy is imposing itself as a universal and rational science over the politic, a new governing instrument becomes available. Measured, evaluated and formally represented, the human behaviours gain stability, predictability and can be better oriented according to the party in power’s needs. Thus, on a conceptual and instrumental plan, the interest leads to a reconsideration of the social. It imposes a homogeneous and unified society. In this process the mercantilists’ role has been a fundamental one. Even if it cannot be said that they said that they had invented the political economics, together with the physiocrats, the mercantilists are the first who have thought the economic administration of a unified society. Insofar as the mercantilism’s essential preoccupation is the enrichment of the monarch, the state cannot be a simple political power among others, rivalled by the local powers, but it must also impose itself as a unique power, firstly as the sole beneficiary of the various taxes and dues. 

In conclusion, the social binder is not a natural state of affairs, but it must be produced precisely by the state, the only reference that the individual should relate to. The most certain means in order to attain this goal is the administrating standardizing, particularly the unification of the measures and weights systems, the monetary unification, the creation of a national army, the implantation of manufacturer’s on the whole territory, with precisely respected rules. There is nothing left between individual and the 
state. The intermediary reference marks vanish, to the benefit of a unique central reference, the one provided by the Prince.

3.2 The Political Economics’ Concepts
The artificial and administrative deconstruction and afterwards decomposing of the social space surrounding the individual interest obliges to the integral rethinking of the action mode of the society from an economical point of view. There appears the necessity of some new concepts. The economy is not a domestic one anymore, but it shifts from the domain of subsistence to the enrichment one. Rarity is being imposed, as a new characteristic of goods. The economists do not consider as being economic goods but the ones that are rare. In the traditional societies, rarity is socially guaranteed. Thus, it is not an intrinsic characteristic of things in the sense that it can be surpassed by the solidarity between individuals. Rarity is a social state of affairs, so it doesn’t just exist from nature, in the gross stage of economic goods. It becomes what it is only after the respective goods have been transformed by humans. Fundamental notion, rarity brings us to the notion of production and to the one of investment. The first who approached the goods’ production have been the physiocrats. By posing the problem of wealth in agriculture, they describe the activity of land owners as being a production of richness. And this is where we have the opposition regarding the other activity domains, such as commerce or industry, considered by Quesnay as being “sterile classes”. The production can be realized individually or by many more individuals. The awareness of this labour’s division is the skill of the economist. The labour’s division dissociates the individual act by its social result. On the other hand, because each individual doesn’t necessarily have an initial endowment with goods on his liking, the exchange is being imposed as a means of efficacious social coordinating, allowing the solving of conflicts.

The political economics requires for the exchanges between individuals in a modern variant to be expressed. Not only must the economic dimension of the social connection be respected, but the exchange must be understood as a universal behaviour, without making reference to particular circumstances, or to the individuals’ aims or motivations. But, making out of the exchange a universal activity enforces the mercantile dimension of the human behaviour. In this way, the market, as a geometrical place where it meets the demand meets the offer, giving birth to a transaction, becomes an essential concept. The market also gives an answer to the question of the merchandise’s value, harmonizing their individual evaluations by means of prices. The market is a fundamental concept, as it insures to the political economics the bases of a coherent and relatively autonomous system. It is the place where the social binder becomes effective and gets updated. Consequently it is presented as being the economic equivalent of the social contract. After the contract’s image, it indicates the individuals’ agreement when the exchange is being accepted. Still, unlike the same contract, it indicates the way in which the agreement gets permanently renewed. Since the conception of economics only in the space of commercial actions is not accepted anymore, its very first ambition is being given back to it. And it must not be forsaken, even under the form of a science. It is grounded on a certain conception regarding the human being and its social relationships, which results from the objectives set by the different economists. Inevitably, such problems lead to a level of discussion that is not only scientific or philosophical anymore, but rather ideological. 
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SPECIFIC REQUESTS OF FINANCIAL MANAGEMENT OF STRUCTURAL INSTRUMENTS
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Abstract: For the period 2007-2013, the structural instruments (European Regional Development Fund, European Social Fund and Cohesion Fund) represent one third of the European Union budget, a total of EUR 336.1 billion, allocation for Romania is 19.668 billion Euro, the aim is to reduce the disparities between European Union member states. In order to ensure effectiveness, efficiency and efficacy of the operations concerning these funds, according with the European Union provisions, each state member has to establish a sound financial management system. The aim of the article is to make a study of the specific request regarding financial management of structural instruments, including general principle of management and control system as well as roles of institutions involved. On the other hand an major role for an appropriate management is performing audit to contribute to the maintenance and improvement of activity effectiveness. Also article present the major role of the Commission and requirements for an sound financial management of structural funds.
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1. Introduction  

The reform of cohesion policy provides an opportunity to bring greater efficiency, transparency and political accountability and calls for further simplification of the management system. Financial concentration on the Convergence objective increased because of the greater disparities within the enlarged European Union, the effort in favor of the Regional competitiveness and employment objective will improve competitiveness and employment in the rest of the Community. For the period 2007-2013, the structural instruments (European Regional Development Fund, European Social Fund and Cohesion Fund) represent one third of the European Union budget, a total of EUR 336.1 billion, allocation for Romania is 19.668 billion Euro, the aim is to reduce the disparities between European Union member states. The level of spending agreed between the Council and Parliament of the European Union is EUR 2 billion higher than the originally proposed amount EUR 864 billion over the period considered. Beyond the next period Romania assumes the European objectives related economical growth and competitivity. Romania as member state shall ensure compliance with the principle of sound financial management. The respect of the principle of sound financial management in relation with the management and control systems refers to: an opinion of an independent audit body an annual control report and final statement of expenditure (end of period), via the opinion on the system by an independent audit body. Key principles are “transparency”, “differentiation” and “proportionality” in the context of  shared and sound financial management.

2. Core legislative and regulatory framework

Romania as a Member State must regularly control the setting of European Union funds management system and must inform European Commission on the system settings as well as on expenditure execution according to rules set out in: The Council Regulation No 1083/2006 laying down general provisions on the European Regional Development Fund, the European Social Fund and the Cohesion Fund, defines the minimum conditions applicable to control and audit systems and the tasks and obligations of the different actors with a view to the coherence aimed at; evidences the results of control of each part aiming at transparency, improving in the same time efficiency, effectiveness and overall a reasonable balance of shared management. Commision Regulation No 1828/2006 of 8 December 2006 setting out rules for the implementation of Council Regulation (EC) No 1083/2006 laying down general provisions on the European Regional Development Fund, the European Social Fund and the Cohesion Fund and of Regulation (EC) No 1080/2006 of the European Parliament and of the Council on the European Regional Development Fund. Commission Regulation No 2342/2002 of 23 December 2002 laying down detailed rules for the implementation of Council Regulation (EC, Euratom) No 1605/2002 on the Financial Regulation applicable to the general budget of the European Communities. Council regulation No 2185/96 concerning on- the- spot- checks and inspections carried out by the Commission in order to protect the European Communities financial interests against fraud and other irregularities. Relevant conventions for financial management: the Convention on the protection of the European Communities’ financial interests; the Convention on the fight against corruption involving officials of the European Communities or officials of Member States of the European Union (1997); the establishment of the European Anti -Fraud Office (OLAF) in 1999.
3. Share management

In the context of shared management, the conditions allowing the Commission to exercise its responsibilities for implementation of the general budget of the European Union should be specified and the responsibilities of cooperation by the Member States clarified. Applying these conditions should enable the Commission to satisfy itself that Member States are using the Funds in a legal and regular manner and in accordance with the principle of sound financial management. The Commission shares management with the Member States on the basis of agreements. When sharing management the Commission requires the Members States to observe the following rules: an effective separation of functions of a person entitled to the approval of financial operations and the person executing payments, existence of an effective system of internal control of managing operations (programmes, projects) in respect of support for projects, procedures proving that separated accounting is operational and declares the use of EU funds and officially certified annual reports (annual financial statements) declaring the given expenditure; existence of a national institution performing the function of an independent external audit; transparent non-discriminatory procedures of public procurement prohibiting conflict of interests
4. General principles of the management and control systems

The management and control systems of operational programmes set up by Member States shall provide: the definition of the functions of the bodies concerned in management and control and the allocation of functions within each body; compliance with the principle of separation of functions between and within such bodies; procedures for ensuring the correctness and regularity of expenditure declared under the operational programme; reliable accounting, monitoring and financial reporting systems in computerised form; a system of reporting and monitoring where the responsible body entrusts the execution of tasks to another body; arrangements for auditing the functioning of the systems; systems and procedures to ensure an adequate audit trail; reporting and monitoring procedures for irregularities and for the recovery of amounts unduly paid.
5. Role of Commission regarding financial management and control 

The Commission should establish the indicative annual breakdown of available commitment appropriations using an objective and transparent method, taking into account the Commission's proposal, the conclusions of the European Council of 15 and 16 December 2005 and the Interinstitutional Agreement of 17 May 2006 between the European Parliament, the Council and the Commission on budgetary discipline and sound financial management  with a view to achieving a significant concentration on the regions whose development is lagging behind, including those receiving transitional support because of the statistical effect.The Commission shall exercise its responsibility for implementing the general budget of the European Union in the following ways: the Commission shall check the existence and proper functioning of management and control systems in the Member States; the Commission shall interrupt the payment deadline or suspend all or part of payments if the national management and control systems fail, and shall apply any other financial correction required; the Commission shall check reimbursements of payments on account and automatically decommit budget commitments.

6. Roles of institutions involved in the financial management of structural funds 

For each operational programme the Member State shall designate the following: a managing authority (set up on each ministry): a national, regional or local public authority or a public or private body designated by the Member State to manage the operational programme. Responsible that adequate controls are performed at lower level; risk analysis-submits certified payment application to based on the spot checks, submits certified payment application, confirmation on regular content of expenditures of claims. On the other hand intermediate body submits of certified payment applications to Managing Authority and carry out on the spot checks at lower levels. Managing Authority must also ensure that Beneficiaries are informed of the specific conditions concerning their projects, the financing plan, the time limit for execution and the financial and other information to be kept and communicated. The Managing Authority should satisfy itself that the beneficiary has the capacity to fulfill these conditions before the approval decision is taken; a certifying authority (established on Ministry of Economy and Public Finance) a national, regional or local public authority or body designated by the Member State to certify statement of expenditure and applications for payment before they are sent to the Commission.  Receive funds from the European Commission – pre-financing, interim payments, final payment, certifies declarations of expenditures and applications for payments for all funds before transfer to Commission,  submits certified payment applications to Commission and final payment application; payment transfers of repaid unpaid sums and ineligible expenditure, payments to paying units/beneficiaries, verification on Managing Authority and Intermediate Body level of appropriate control procedures and on the spot checks on lower levels; an audit authority: a national, regional or local public authority or body, functionally independent of the managing authority and the certifying authority, designated by the Member State for each operational programme and responsible for verifying the effective functioning of the management and control system carry out.  Romania has established an Audit Authority for all Operational Programmes through Law no 200/2005. The Audit Authority is an associated body to the Court of Accounts, without legal capacity, operationally independent from the Court of Accounts and at the same time independent from all the Managing Authorities and Certifying and Paying Authority. In Romania, the Audit Authority has the following responsibilities: system audit, sample checks and final audit; checks and external audit for the structural funds; annual checks of the management and control systems; checks of the statements of expenditure, on the basis of an appropriate sample; carries out appropriate checks in order to issue winding-up declarations at the closure of measures and programmes; checks the existence and correctness of the national co-financing.
7. Irregularities
One of the most important request of financial management is detecting and reporting irregularities by Managing Authority. The definition of an irregularity is: “any infringement of a provision of Community law resulting from an act or omission by an economic operator, which has, or would have, the effect of prejudicing the general budget of the European Union by charging an unjustified item of expenditure to the general budget”. Irregularities include: Unintentional irregularity, Intentional irregularity, Irregularity without financial impact, Irregularity with financial impact, Once-off irregularity,Systemic irregularity. Intentional irregularity means any action of an operator of involved institutions in order to enrich himself or any other person. Intentional irregularity can be: Invoices made out for undelivered services, goods and works – dummy (fictitious) invoices; Invoices made up by a fictitious firm  - falsifications; Invoices made up in duplicate; Invoices made up for excessive, incorrect amounts – inflation of invoices; Non-charging quantity, price and other discount in the invoices; Fraudulent transfer of funds to a wrong account; Manipulating findings of documentary checks; Manipulating findings arising from checks on the spot; Falsifying and modifying accounting and/or other records and justifying documents Unintentional irregularity means any action of an operator of involved institutions caused by negligence and resulting, in most cases, from infringement of approved procedures `Unintentional irregularity can be such as: Faults and errors caused by negligence; Unintentional infringement of operating procedures; Insufficiently defined control environment and financial management system . An irregularity with financial impact is an irregularity in which a payment of funds has been made and this payment represents unjustified expenditure within a project. Systemic irregularity refers to faults in Operation Programm management systems which can call into question the accuracy and correctness of expenditure declarations.
8. Audit of structural funds
The main role of the audit, is to contribute to the maintenance and improvement of activity effectiveness. The scope of auditing encompasses the examination and evaluation of the adequacy and effectiveness, administrative and organizational controls, the efficiency of operations and the quality of performance in carrying out assigned responsibilities, as well as the system of internal accounting. It includes: evaluating the systems established to ensure compliance with those policies, plans, procedures, laws, and regulations which could have a significant impact on operations and reports; reviewing the means of safeguarding assets and, as appropriate, verifying the existence of such assets; appraising the economy and efficiency with which resources are employed, and identifying opportunities for improving operating performance; reviewing operations and programmes/projects to ascertain whether results are consistent with established objectives and goals, whether the operations and programmes/projects are being carried out as planned and whether they are fully compliant to all the regulations concerned; evaluating computer-based and other administrative systems, to determine whether  adequate controls are incorporated in the system, satisfactory system testing is performed as appropriate, system documentation is complete and accurate; and the needs of users are taken into consideration; conducting independent reviews in the related areas of program and planning review, and coordinating audit activities with such processes so as to more efficiently use scarce resources. The following bodies usually undertake the auditing of Structural Fund: European Court of Auditors (external auditor of the European Commission), it may carry out audits of any body or organisation receiving European Union funds. The audit services in various European Commission Directorates General. These can carry out audits of financial systems or expenditure claims, and performance audits. Also usually the internal auditors of Managing Authority examine and report on the operation of management and control systems. Internal audit units are functionally independent of Managing Authority, can also verify expenditure declarations made at each level. The main responsibilities are: develop auditing methodology, draw up Strategic and Annual Internal Audit work Plans, perform audits for structural instruments, detect fraud and irregularities and reports findings, reports findings on an annual basis, provide guidance on methodology of audits in order to ensure that the rules and regulations governing public institutions are respected
9. Conclusion 

Once Romania becomes part of the European Union, its social and economic policy will comply with the demands of European Treaty. A definite role in making projects is held by the financing sources which include the main Structural Instruments (Cohesion Fund, European Social Fund, European Fund for Reconstruction and Development) for which there have been drawn up operational programmes according to the specific of each sector and based on which funds can be accessed.. Financing through the Structural Instruments implies that proper mechanisms of financial control are put in place. In this respect, the proper function of this mechanism is a prerequisite for increasing the capacity absorption of European funds.

References
Official Jounal of European Union (2006) The Council Regulation No 1083/2006 laying down general provisions on the ERDF, the ESF and the Cohesion Fund, defines the minimum conditions applicable to control and audit systems and the tasks and obligations of the different actors with a view to the coherence aimed at; evidences the results of control of each part aiming at transparency, improving in the same time efficiency, effectiveness and overall a reasonable balance of shared management

Official Jounal of European Union (2006) Commision Regulation No 1828/2006 of 8 December 2006 setting out rules for the implementation of Council Regulation (EC) No 1083/2006 laying down general provisions on the European Regional Development Fund, the European Social Fund and the Cohesion Fund and of Regulation (EC) No 1080/2006 of the European Parliament and of the Council on the European Regional Development Fund
National Strategic Reference Framework, Ministry of Economy and Public Finance, april 2006
ec.europa.eu/regional_policy
www. infoeuropa.ro

www. fonduristructurale.ro
www.fonduri-ue.ro

Foreign direct investments and the knowledge transfer. The case of French companies in Romania
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Abstract: The foreign direct investment (FDI) towards the Central and Eastern Europe Countries (CEECs) opens to researchers a particularly rich field of research in the current context of the globalization. Closed, before year 1990, for the foreign capital entries, the EECs now attract important volumes of FDI. Governments of these countries offer important incentives to attract more FDI, motivated by the expectation of several kinds of benefits. Gaining access to new knowledge by the technological transfer is one of such benefit, if not the most important one.  Based on the results of our survey of French firms installed and active in Romania, this paper is discussing the forms and the intensity of technological transfer process developed by these firms after theirs implantation, and several conclusions are presented.Our research results indicate that the expected benefits are relatively low; the French investors that achieved a knowledge transfer are far less in number compared to those that brought in Romania only better technological equipment. The conclusion is that technological transfer is limited by the low absorption capacity of the Romanian economy. However, there is no doubt that the technological transfer realized by the French companies has stimulated the economy restructuring process in Romania. 
Key words: absorption capacity, foreign direct investments, technology transfer. 
1. INTRODUCTION

Public administration in Central and Eastern European Countries (CEECs) have begun to stimulate inflows of Foreign Direct Investment (FDI) after changing their political regime at the beginning of 1990s. Their main motivation into doing this was the idea that FDI are carriers of beneficial effects on the host economy, due to representing a “huge opportunity for growth and prosperity, both for emerging developing economies and developed economies”. (Brittain, 1995). FDI are considered to be the most dynamic international flux of resources towards developing economies, able to contribute to the process of reducing economic gap, in the current globalization process. Despite of the fact that empirical studies have arrived often to contradictory results, the role of FDI in achieving performance in the economic growth, mainly in developing economies, is the main topic of an abundant literature. Also, the beneficial impact of FDI is often mentioned, even if in some cases it is difficult to measure, or even impossible.  It is also difficult to establish the nature of general impact on developing countries, including on CEECs. However, as a first approximation, it is possible to state that “if the value added created by foreign investment is higher than the part that returns to the investor, then the social revenue is higher that the private revenue” (Meier, 1995). This part which generates revenue for country’s citizens is contributing to the increase of national income, increasing the employment and the national capital (as factors of production of the country). We will analyze in this paper the role of foreign companies in the knowledge transfer process. The literature referring to the impact of FDI on CEECs is quite abundant, but the Romanian case is very rarely analyzed. Due to this fact, we will focus on the Romanian case. 

2. LITERATURE REVIEW 

One of the main roles of FDI is related to technological transfer. In the economic literature, technology is often presented as an important element for economical well-being, as well as a factor of development. In the current context of globalization, when competitiveness sources change quickly, competitive advantages based on labour costs are less and less sufficient. In the most modern sectors, innovation represents the main source of competitiveness, and MNCs are one of the most important actors in creating and controlling innovation and technology. Perceived often as one of the most important impact of FDI, technology transfer is representing the main way of getting new technologies and gets access to products and process innovation. Instead of reinventing what exists already, developing countries are mostly interested into importing and imitating the technologies created by developed countries. Through attracting FDI, host countries are expecting to acquire  technologies that they are not able to develop by themselves, to create differentiated products and to reducing their production costs. This type of gains refers not only to technology as a physical good, but also to non-tangible elements, tacit elements, a kind of pack of complementary resources: competencies in management, marketing, human resources, etc. Generally speaking, technology could be considered as a tangible as well as an intangible resource, able to generate an economic result for the host country. Concerning the role of FDI in the international technology transfer, empirical works ended up in largely diverging results. While the role of FDI in the more effective use of resources and in the international transfer of resources is acknowledged most of the time, the transfers mechanism is not well understood (Saggi, 2002). Measuring FDI role in the international transfer of technology is proving to be a difficult task. The existence of national knowledge data bases related to company level determines the realization of pertaining analysis. But, this type of data is rarely available. In the precise case of Romania we have been confronted with the lack of detailed data concerning the activities of foreign companies in Romania. Our task became more difficult when the action of other factors such as: country, industry and company characteristics, size, age of company, the percentage of participation of foreign capital in the subsidiary capital, proved to be interfering with the action of technology. Due to these, isolating the role played by FDI on the technical effectiveness of subsidiary and on the effectiveness of local companies proved to be a difficult task.

3. RESULTS OF THE SURVEY

We undertook a survey of French companies established in Romania in order to get more information about the role of FDI in the technology transfer. We have been able to study foreign companies’ behaviour  in a foreign country and to isolating more precisely the induced effects on Romania by French companies. Compared to econometrical approaches which study foreign capital’s impact on subsidiaries’ productivity, we have been able to go into deeper details regarding forms of technology transfer, to separate the intangible contribution ( know-how) from tangible contribution (more performing equipments), through our survey, We have questionned the top managers of 62 Romanian branches of French companies regarding several items considered to be technological and know-how changes undertook after their implantation in Romania. 8 of the most important french companies  have participated in our survey, such as Carrefour, Renault, Véolia. We are presenting in Table 1 various types of technological changes undertook by companies in our sample in order to separate tangible from intangible contribution. Based on this data we have identified that the most used form of technological transfer is the intangible form, such as organizational/management know how contribution was done by 87.1% of companies and technology transfer by 67.7% of respondents. Consequently, investors that brought know-how (soft contribution) are much more than investors that brought in technological equipments (hard contribution), such as more performing equipments (59.7%).
The importance of management and organizational knowledge transfer in quite understandable, since, as noted before by (Brancu, 2008), 66.1% of French companies questioned considered that poor management is a very important barrier in the Romanian context. FDI materialized in management know-how transfer after the implantation, excepted from some industries.  For example, Renault has introduced Renault Production System (RPS), management system based on the most modern production management methods: 5S, Kanban, Just in Time, in the auto industry. RPS defines the production standard for Renault Company, centered on considering the work-place as the heart of the company. Using ergonomics knowledge, RPS is defining workers task very clearly, standardizing work places (Le magazine de la Recherche et du Développement, 2004). An investor from food industry has established its own management system, based on all employees’ participation, in order to better realize work place organization, as for the security and protection of all its employees, as to create a motivating, harmonious and clean working environment.

Table 1. Technological changes made by French companies (%)
	
	Yes
	No
	Rang of importance

	Contribution in organizational management know-how *
	87,1
	12,9
	1

	New product/service development
	69,4
	30,6
	3

	Contribution in technical knowledge*
	67,7
	32,3
	4

	Introduction of more performing equipments
	59,7
	40,3
	5

	Intensifying of internal Research & Development activities *
	32,3
	67,7
	6


* Italics indicate intangible technological transfer (soft components) 

Source: our own survey

The fact that the contribution of technical know-how is only the second soft component, after management knows how is not quite surprising. We consider that this is because of the fact that Romania lag in technology was less important compared to lag in management know-how. At the beginning of the transition process towards a market economy, there were well prepared technical engineers, while management knowledge needed in a market economy was lacking badly. However, technological lagging behind was quite important (Brancu, 2008), since for 66.2% of surveyed companies accessing technological expertise represented a little or not important determinant for implantation in Romania.

The weak level of technological know-how transfer compared to management know-how transfer is determined by the difference between the nature of both know-how types: the first is less exclusive than the second. In the case of technological know-how, according to the French Economical Mission, French companies transfer not too much knowledge (« La réalité des délocalisations françaises en Roumanie », Etudes des Missions Economiques, avril 2005). French investing companies prefer to keep in France activities that create a lot of value added, while transferring to Romania simpler production processes, because they fear to lose their specific know-how and be copied. They are trying to reduce the risks in case of a crisis linked to their Romanian subsidiary that might be leading to losing their exclusive specific know-how. The small percentage of companies which have been developing R&D activities in Romania tends to support the above. We are also pointing out that R&D activity is mostly referring to the development of new products and services, and less to production costs reduction. Actually, the ways of transferring tangible technology, hard type, used by French investors, are the development of a product/service 69.4% of surveyed companies, while the introduction of more performing equipments is reported by 59.7%. However, only 14.5% have indicated that they have eliminated obsolete production lines, at least for some period of time. 

4. CONCLUSIONS

This paper has studied the knowledge transfer done by French companies established in Romania, using a survey. The results allow us to state that French companies have done important changes related to organizational management know-how that have influenced the increase of productivity in Romanian companies. In the same time, the content of the technological transfer has been influencing the intensity of improvement of productivity. Due to the fact that technological transfer was mostly linked to management know-how transfer, we consider that the French companies’ contribution to the development of Romanian economy consisted mostly of it. Finally, we consider that the beneficial effects of French investment are limited by the weak absorption capacity of Romanian economy.
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INFLUENCE OF DTCA FOR PRESCRIPTION DRUGS OVER RELATIONSHIP DOCTOR-PACIENT

Raluca BRANDABUR
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Abstract : Departing from the previous practice of promoting medications to doctors and pharmacists, pharmaceutical companies are now selling their products directly to patients through direct-to-consumer (DTCA) prescription drug advertisements on television and in magazines . DTCA prescription drug advertising is defined as any promotional effort by a pharmaceutical company to offer prescription drug information to the general public through consumer-oriented media. The rapid increase in DTCA advertising for prescription drugs has focused attention on its role in drug spending and prescribing We study effects of direct-to-consumer advertising (DTCA) in the prescription drug market.. The purpose of the study was to determine how often and to what degree of importance has DTCA over potential consumers. The results suggest that DTCA may be a threat to physician authority. Instead of accepting a doctor’s recommendations and complying without question, patients are now unhappy with their physicians’ decisions when these decisions do not adhere to their expectations, which are formed by DTCA

Key words: advertising, consumer behavior, pharmaceutical marketing, qualitative research. 

1. INTRODUCTION 
This work is a part of a larger one in that we study understanding and applicability of DTCA for pharmaceutical products in Romania. This study has two parts: study of prescriptors and study of consumers. As the consumer becomes a more important driver of product usage, he or she will increasingly affect pharmaceutical companies’ marketing strategies. Marketing will become a critical engine of innovation within the industry as companies seek to maximize influences on prescribers and decision-makers. 
On the pharmaceutical market are two kinds of prescriptors: medical doctors (MD)/ physicians and pharmacists. Near medical doctors, pharmacists are vital in terms of drugs prescription and sales. For RX drugs (prescription drugs) pharmacists can influence the sales through their medical role: they can observe and send back to the medical doctor any drug that is not appropriate to the disease or interacted negative to other drugs prescribed to the patient. An industry that spends twice as much money on marketing than on R&D, mainly for influence the prescribers.DTCA prescription drug advertising is defined as any promotional effort by a pharmaceutical company to offer prescription drug information to the general public through consumer-oriented media. The rapid increase in DTCA advertising for prescription drugs has focused attention on its role in drug spending and prescribing We study effects of direct-to-consumer advertising (DTCA) in the prescription drug market. 
2. General context

Romania represents an attractive pharmaceutical market through his future and actual dimensions. It is a 23 million people market with a total value of only 5476,3 million RON (70 euro spent for drugs per capita comparing to France: 400 euro per capita), with a good geographic emplacement for the neighbour markets supplying. Also, it is a market which is far from his highest potential. However, we don’t have to forget that it is described by unexpected evolutions, an incomplete and misinterpreted law. On this market MD and their patients are currently exposed to numerous pharmaceutical advertisements; the vast majority provided by research based manufacturers. The major DTCA claims appears to be brand name reinforcement and some of them only suggest to ask a AD or a pharmacist about a treatment of a specific disease. 


3. Methodology:
We used the qualitative research tools. The study consist in 20 in-depth interviews with physicians (6 General Practitioners, 4 Ob-Gyn, 4 Paediatrics, 4 ORL-ists, 2 Dermatologists) in Bucharest and  6 main towns (Constanta, Iasi, Cluj, Timisoara, Craoiva , Brasov). The interviews were conducted in physicians (MD) locations, at various hours, depending of their programs, in March-May 2008. Each interview has lasted between 30- 45 minutes..

4.Research objectives 

Our study plan to identify:

· perceived place of DTCA in promotional activities for Physicians

· MD opinions about DTCA

· degree of interest about DTCA 

· degree of acceptance of DTCA

· importance of DTCA for MD

· importance of DTCA for patients in terms of their interactions with MD

· suggestions about DTCA in order to help them in medical activity

· influence of DTCA for prescription drugs over relationship doctor-patient

5.Main findings

The promotion of prescription medicines is generally seen as raising special ethical and regulatory difficulties. More respondents (younger ones) already knows that DTCA is banned in all developed countries - except the United States and New Zealand - and promotion practices to health professionals are closely monitored. All respondents noticed producers promotional efforts using DTCA. They described how patients are bombarded via consumer-directed prescription drug advertising with information via disease-oriented campaigns that are funded by pharmaceutical industry and targeting specific groups of people as well as doctors and pharmacists or direct in case of OTC products. Some respondents talked about the major ethical issue with DTCA: the vulnerability of lay populations to emotionally charged, partial and commercially motivated campaigns on personal health issues. As result they consider the impact of direct to consumer advertising having implications for the cost of drugs, the demand for certain drugs by consumers to their health professionals and the unnecessary use of drugs when there are lifestyle alternatives. All respondents expressed concern that DTCA could lead to inappropriate prescriptions and contribute to rising health care costs.

Most physicians responding to this survey indicated that direct-to-consumer advertising (DTCA) of pharmaceuticals can contribute to better patient education and communication, although it may also lead patients to seek unnecessary treatments. Their comments are made under some considerations like: “promotion is not education”, “promotion accentuates the positive and minimizes the negative” Campaigns tend to under emphasize adverse effects, and rarely mention alternatives to their own product, pharmaceutical or otherwise. This results in consumers having partial information, and builds pressure for use of the advertised item in excess of appropriate prescribing. These risks far outweigh the advantage of consumers having partial information. General opinions was about pharmaceutical advertising distorts the information flow to health professionals and consumers and creates unhealthy and expensive prescribing habits, and even expectations of a "pill for every ill". Physicians accepted that pharmaceuticals should not be considered as a consumer good but rather as a social good as one of the most cost-effective therapeutic interventions that exists today; and patients have a right to receive information on all therapeutic interventions available to them in order to participate in decisions about their health; and the information available to patients must be objective, accurate and comprehensive; and the media used to disseminate information must not encourage patients to seek unnecessary or inappropriate treatments thus increasing the risks to their health and the costs of our health care system. Although MD expresses their fears that direct-to-consumer advertising of pharmaceuticals would lead to overuse of expensive drugs, specially under restriction of mainly poor population.

The ethical dilemma of DTCA rests in the competing interest between marketing and health. The underlying problem is a tension between optimal use of medication only if and when they are known to improve health, and the pressure companies are under to continuously expand product sales. At stake here is whether consumer health or commercial interests are to be given priority, so MD asks for “strong health protection measure, to prevent inappropriate medicine use that could harm patients”. Main accusations launched by Romanian practitioners to the DTCA are: DTCA can create an artificial market (both in scope and even for diseases that don’t exist), can mislead patients, can bankrupt health programs, can subverting the relationship between physician and patient and can undermine patient autonomy. The results suggest that DTCA may be a threat to physician authority. Instead of accepting a doctor’s recommendations and complying without question, patients are now unhappy with their physicians’ decisions when these decisions do not adhere to their expectations, which are formed by DTCA.
6.Conclusions and recommendations

Overall Romanian physicians attitudes towards DTCA were: mostly said they thought the overall effects on patients and physician practices were negative some of them felt there was no effect – we can say that Romanian MD are against this practice. That suggest necessity to reduce the budget for DTCA, but before this actions pharmaceutical companies should be analyse involved elements such: public policy of health and patients.From a public health perspective, DTCA is a blunt tool – providing much-needed patient education and encouragement to see doctors about important health conditions but possibly leading patients to seek treatment they do not need. DTCA is motivated by a market concept of the health system in which consumers are shaped by commercial and other pressures to access competing providers of service. In these conditions values of health gain and of a managed and sustainable, publicly funded health system are secondary to those of efficiently clearing markets for health products and services. Any future decisions about pharmaceutical advertising should take into consideration a crucial element: the patient. The patient as final consumer will be at the center of the new healthcare environment. The pharmaceutical industry will have to manage the demands of marketing to a highly fragmented target population while also maintaining their traditional relationships with the industry intermediary, the doctor/pharmacist. A possible solution in this case, in Romania, could be a careful, strong and fair education of booth sides: physicians and patients in order to acquire useful information and accept their limits.
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Abstract. The purpose of this paper is to analyze the dynamics of the knowledge field within an organization, based the analogy with the energy field. That means to perform a metaphorical analysis of knowledge as energy. This paper is based on a theoretical research concerning the nature, perception, basic laws and challenges brought up by these fundamental concepts of knowledge and energy. In our theoretical research we shall consider energy as the source domain, and knowledge as the target domain, and we are interested in identifying the metaphorical entailments and the limitations of this analysis. Our conclusion is that energy can be a very inspiring and useful metaphor in knowledge analysis and knowledge management practice.
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1. INTRODUCTION

We are living in a very complex world which is infinite in any meaningful direction we may consider. However, from biological and psychological point of view, our brain power is limited. It looks like a living paradox our effort to understand such an infinite world using a finite mind. And the only way to escape this paradox is to construct thinking patterns or mental models (Bratianu, 2007a; Gardner, 1993; Gardner, 2006; Senge, 1990; Sherwood, 2002; Simon, 1996). These thinking patterns are cognitive approximations of the real world, which have been developed through our education in family, school, university and a given cultural environment. As Senge (1990, p.175) remarked, our “mental models determine not only how we make sense of the world, but how we take action”. Among many such mental models, metaphors play an important role in understanding new phenomena, structuring our thinking, and developing new concepts. A metaphor is not just a semantic similarity between two concepts, but an instrument to conceptualize a new cognitive approximation using a well known concept. It helps in providing a perspective for the new concept, emphasizing certain key characteristics and ignoring others. In our research, the source domain is represented by the concept of energy, and the target domain is represented by the concept of knowledge. The metaphorical entailments are given by the semantic intersection of the two domains (Andriessen, 2007). The larger this semantic intersection is the better cognitive approximation we get by using this metaphor. Also, we identify some characteristics of the source domain not used by metaphor, as well as some characteristics of the target domain not covered by the source domain. It might be of interest to recall the fact that the concept of energy as heat has been introduced into science by using the concept of fluid as a metaphor: “Heat was regarded as the energy of motion of the tiny particles or molecules of which a body is composed. In the eighteenth century, however, the kinetic theory of heat lost favour and was replaced by the conception of heat as an imponderable, self-repellent, indestructible fluid, which was given the name of caloric by Lavoisier” (McKenzie, 1960, p.164). In the beginning the metaphorical entailments proved to be valuable, but when new discoveries in Physics had to be explained, the caloric metaphor showed its limitations and the substance-like explanation should be replaced with that of a field. Now, we are going to introduce for knowledge the metaphor of energy, due to a generous semantic intersection of the two concepts. However, the limitations of the source domain will stimulate researchers to find out a better cognitive approximation for this generic concept of knowledge.

2. KNOWLEDGE AS A FIELD

The first characteristic from the source domain we point out in the target domain is the field manifestation of the energy. Thus, knowledge should be considered as a field. A field of forces is by its nature mass free and spread in space as a continuous domain. In his analyses of western and eastern views on knowledge, Andriessen (2006, 2007), and also Andriessen and Boom (2007) showed how the dominant view in the western thinking is the metaphor of knowledge as an object that can be created, stored, shared, located, moved, controlled and manipulated. These attributes have been associated to individual and organizational knowledge in the effort of explaining the resource functionality of the knowledge. In their frequently referenced book on working knowledge, Davenport and Prusak formulate the following definition: “Knowledge is a fluid mix of framed experience, values, contextual information, and expert insight that provides a framework for evaluating and incorporating new experiences and information” (Davenport and Prusak, 2000, p.5). The metaphor used is a strange combination of fluid which is a physical object and a mix of experience, values, contextual information and expert insight which are non-physical entities. In other words, it is a dualism similar to that used in defining light as being both substance and non-substance in the same time. In the eastern works dedicated to knowledge and knowledge management, the metaphors used are those of spirit and wisdom. Both concepts have a spiritual nature which means actually a non-substance or field characteristic. To understand better what a field means, let us consider the gravity field. We are living every moment of our lives and everywhere on Earth in this gravity field, without a conscious representation of it in our minds. However, we feel it anytime we jump, or we want to take in our hands a heavy weight. In views of Nonaka and Takeuchi, “Highly subjective insights, intuitions, and hunches are an integral part of knowledge. Knowledge also embraces ideals, values, and emotions as well as images and symbols. These soft and qualitative elements are crucial to an understanding of the Japanese view of knowledge” (Nonaka and Takeuchi, 1995, p.9). Thus, the field characteristic of the energy metaphor is very close to the Japanese interpretation of knowledge. This field is spread throughout of space since the eastern philosophy underlines the unity of human self with the universe. Knowledge is not anymore a set of puzzle pieces a student acquires during his studies, but an inner field of experiences, images, symbols, information, values, thoughts and feelings which is open toward the external spiritual field. 

3. TACIT AND EXPLICIT KNOWLEDGE AS POTENTIAL AND KINETIC ENERGY

In the source domain, there are two forms of mechanical energy: potential and kinetic. Potential energy is the energy embedded with a body as a result of its positioning within the gravitational field. The magnitude of potential energy is proportional with the height the body is lifted up from the surface of earth. Changing its position produces a proportional change in its potential energy. Think of the water in a lake of accumulation which falls down on the blades of a hydraulic turbine. The initial potential energy of the water in the lake is maximum, and then it starts decreasing as the water is falling down. Actually, the potential energy is transforming into kinetic energy, according to the law of conservation. Kinetic energy is associated to the motion of the body, and through its variation the mechanical work is produced. Kinetic energy can be also transformed into potential energy. The total mechanical energy of a generic body is given by the relation:

E = EP + EK
(1)

where: E – total energy; EP – potential energy, and EK – kinetic energy. According to the law of conservation the total energy E remains constant when potential energy EP is transforming into kinetic energy EK, or vice versa.

In the target domain, there are two forms of knowledge: tacit and kinetic. For tacit knowledge we may use the metaphor of potential energy, and for explicit knowledge we may use the metaphor of kinetic energy. As Polanyi remarked, “there is a great deal of truth in mechanical explanation of life” (Polanyi, 1983, p.42). Tacit knowledge “is personal knowledge embedded in individual experience and involves intangible factors such as personal belief, perspective, and the value system” (Nonaka and Takeuchi, 1995, p.VIII). Being highly personal, tacit knowledge is hard to be formalized and communicated or shared with others. Also, subjective insights, intuitions, and hunches fall into this category. It is deeply rooted in an individual experience, which reflects actually its positioning with respect to a certain cultural environment, similar to the potential energy dependence to the body position with respect to the gravitational field. The magnitude of tacit knowledge can be increased by increasing one individual’s experience. Explicit knowledge “can be articulated in formal language, including grammatical statements, mathematical expressions, specifications, manuals and so forth. This kind of knowledge thus can be transmitted across individuals formally and easily” (Nonaka and Takeuchi, 1995, p.VIII). Explicit knowledge is associated to the decision making process and to action. It is a dynamic form of knowledge which is able through its variation to generate decisions and actions in the way kinetic energy generates mechanical work as a result of its variation. Tacit knowledge can be transformed into explicit knowledge through the externalization process, and explicit knowledge can be transformed into tacit knowledge through the internalization process (Nonaka and Takeuchi, 1995; Nonaka and Konno, 1998). Although there are no metrics to yield the value of tacit and explicit knowledge of a given individual, we may write - using the metaphor of (1) – the following relation:

K = KT + KE
(2)

where: K – total knowledge; KT – tacit knowledge, and KE – explicit knowledge. Since there is no law of conservation for the knowledge field, the externalization and internalization processes are not bounded by any quantitative equivalence.

4. COGNITIVE AND EMOTIONAL KNOWLEDGE AS MECHANICAL AND THERMAL ENERGY

This is a challenging metaphor since we may use the fundamental concepts of thermodynamics. As a science, thermodynamics is concerned with the generation, transport, and dissipation of heat as a form of energy. That means also the transformation process of mechanical work into heat, and of variation of heat into mechanical work in complex systems. The general equation of these transformations can be written as follows:

ΔE = W + Q
(3)

where: ΔE – energy variation from an initial state to a final state; W – mechanical work performed by the system, and Q – heat input to the system. By analogy, we may write for the target domain:

ΔK = KW + KQ
(4)

where: ΔK – knowledge variation; KW – cognitive work, and KQ – emotional heat. This relation is strictly qualitative and it introduces a difference between a cognitive process and an emotional one. By cognitive work we may refer to any knowledge processing event which is capable of generating action at individual or organizational level. In the field theory, any non-uniform distribution in time or space generates forces, and any variation of these forces generates fluxes which tend to produce uniformity. This is true for the knowledge field as well, and we may coin the concept of cognitive work as a result of variation of cognitive fluxes at the individual level or organizational level. A cognitive work is actually any flux which may generate, or which can be generated by a knowledge field variation. It is a step further from the concept of working knowledge (Davenport and Prusak, 2000). By emotional heat we may consider the emotional flux which has been induced or produced as a result of a knowledge field variation. Let us consider that we are waiting for the final result of a job interview. When it is communicated to us, we have a variation in our knowledge level, and we perform a cognitive work in interpreting this result. In the same time, an emotional flux is generated according to our expectation level: if we get the wanted job we are happy, if not, we are sorry. Like mechanical energy, the cognitive work has an extensive dimension which eventually can be measured. Like thermal energy, the emotional heat has both extensive and intensive dimensions. Although we cannot measure now the intensity of a certain emotion, we can differentiate emotions based on their intensities, which means we can perform a relative evaluation of them. Introducing emotions into the knowledge metaphorical analysis it is in concordance to the Japanese view of oneness of body and mind (Nonaka and Takeuchi, 1995). 

The second law of thermodynamics has many formulations and interpretations. However, the kernel of this law is that heat can flow by its nature from a body with a higher temperature, toward a body with a lower temperature. These two bodies can be in direct contact, or not. The reverse process can be done only by performing mechanical work. Using our metaphor, we may say that in the target domain knowledge can be transferred only from a person having a higher knowing level toward a person with a lower knowing level. The reverse process ca be done only by performing some intellectual work. In the knowledge transfer and sharing we may include both tacit and explicit knowledge. In knowledge intensive organizations, one core competency is knowledge sharing. People need to actively share, discuss their practice which is generating tacit knowledge, and see how managers are part of this sharing process (Debowski, 2006). “While knowledge is often thought to be the property of individuals, a great deal of knowledge is both produced and held collectively. Such knowledge is readily generated when people work together in the tightly knit groups known as communities of practice” (Brown and Duguid, 1998, p.91). 

5. CONCLUSIONS

Metaphorical analysis is a very useful way of developing new concepts and theories, by using a source domain with well known concepts. Our research presented in this paper is concerned with choosing for knowledge the energy metaphor. Thus, the source domain is energy and the target domain is knowledge. Among the most important similarities we found are the followings: energy and knowledge can be considered as dynamic fields; potential energy and kinetic energy are forms of mechanical energy which can be associated to the tacit and explicit knowledge, as forms of individual and organizational knowledge; energy correlation with work and heat through the second law of thermodynamics can be paralleled by knowledge correlation with the cognitive work and emotional states; entropy can be used successfully in the knowledge field with new interpretations.

REFERENCES

Andriessen, D. (2007) “Knowledge as love. How metaphors direct our efforts to manage knowledge in organisations”, Keynote address at the 8th European Conference on Knowledge Management, Barcelona, Spain, September.

Andriessen, D. (2006) “On the metaphorical nature of intellectual capital: a textual analysis”, Journal of Intellectual Capital, Vol.7, No.1, pp.93-110.

Andriessen, D. (2004) Making sense of intellectual capital. Designing a method for valuation of intangibles, Elsevier, Amsterdam.

Andriessen, D. and Boom, M. (2007) “Asian and western intellectual capital in encounter”, Paper read at IC-Congress, INHOLLAND University of professional education, Haarlem, The Netherlands, May.

Bratianu, C. (2007a) “Thinking patterns and knowledge dynamics”, Proceedings of the 8th European Conference on Knowledge Management, Vol.1, pp.152-157, Barcelona, Spain.

Bratianu, C. (2007b) “The learning paradox and the university”, Journal of Applied Quantitative Methods, Vol.2, N0.4, pp.375-386.

Bratianu, C., Jianu, I., Vasilache, S. (2007) “Integrators for organizational intellectual capital”, Paper read at at IC-Congress, INHOLLAND University of professional education, Haarlem, The Netherlands, May.

Brown, J.S., Duguid, P. (1998) “Organizational knowledge”, California Management Review, Vol.40, No.3, Spring, pp.90-111.

Christensen, C.M. (2003) The innovator’s dilemma, HarperBusiness essentials, New York.

Davenport, T.H., Prusak, L. (2000) Working knowledge. How organizations manage what they know, Boston, Massachusetts, Harvard Business School Press.

Debowski, S. (2006) Knowledge management, John Wiley & Sons Australia, Sydney.

Hamel, G., Breen, B. (2007) The future of management, Harvard Business School Press, Boston, Massachusetts.

Gardner, H. (2006) Five minds for the future, Harvard Business School Press, Boston, Massachusetts.

Gardner, H. (1993) Multiple intelligences. New horizons, Basic Books, New York.

Handscombe, R.D., Patterson, E.A. (2004) The entropy vector, World Scientific, London.

Krogh, G., Ichijo, K., Nonaka, I. (2000) Enabling knowledge creation. How to unlock the mystery of tacit knowledge and release the power of innovation, Oxford University Press, Oxford.

Leonard-Barton, D. (1995) Wellsprings of knowledge. Building and sustaining the sources of innovation, Harvard Business School Press, Boston, Massachusetts.

McKenzie, A.E.E. (1960) The major achievements of science, Touchstone Book, New York.

Nonaka, I., Konno, N. (1998) “The concept of ‘Ba’: building a foundation for knowledge creation”, California Management Review, Vol.40, No.3, Spring, pp.40-54.

Nonaka, I., Takeuchi, H. (1995) The knowledge-creating company. How Japanese companies create the dynamics of innovation, Oxford University Press, Oxford.

Polanyi, M. (1983) The tacit dimension, Peter Smith, Gloucester, Massachusetts.

Robbins, S.P., DeCenzo, D.A. (2005) Fundamentals of management. Essential concepts and applications. International edition, Pearson Education, New Jersey.

Schroedinger, E. (1967) What is life? Mind and matter, Cambridge University Press, Cambridge.

Senge, P. (1990) The fifth discipline. The art and practice of the learning organizations, Random House, London. 

Sherwood, D. (2002) Seeing the forest for the trees. A manager’s guide to applying systems thinking, Nicholas Brealey Publishing, London.

Simon, H. (1996) The science of the artificial. Third edition, The MIT Press, Cambridge, Massachusetts.

Drug Abuse- a Multilateral and Complex Phenomenon that is Threatening the Security and Health of the European Society

Gabriel BRĂTUCU, Sonia-Oana UJUPAN
Transilvania University of Brasov, Romania
Abstract: In the European Union there are registered up to 2 million problem drug users. The mortality varies from country to country. It can take values from 3 up to 50 deceases per million inhabitants. Most worrying is the fact that in 11 European countries this parameter exceeded 20 DECEASES per million inhabitants. Due to this global problem, all EU Member State (excepting Malta, Australia and Italy) conducted national/local surveys among drug consumers and also created policies and/or action plans in this area. The purpose of this article is to synthesise and present the research conducted at European level and at national level, in Romania. It is divided in 2 parts. The first section presents Europe’s response to the drug issue. The second outlines Romania’s reaction to the same problem and also includes the results of the latest local survey among the general population of the city of Brasov related to legal and illegal substance consumption. 
Key words: problem drug users, drugs, prevention, study research and treatment.

1.Drug Abuse

The drug phenomenon is one of the major concerns of the European Union. Drug consumption reduction represents main objective of EU member states’ strategies in the field of drugs. This situation is due to implications that this kind of consumption has on human health and security. 

General Drug Situation
The drug problem is part of a wider global phenomenon. Drug consumption patterns in Europe affect and are affected by other areas. This is the reason why starting with 2004 the European Council created the “EU Drug Strategy 2005-2012”. This strategy is a part of multi-annual program named ‘The Hague Programme’ for strengthening freedom, security and justice in the European Union. The European Community is financing measures for diminishing the demand and supply of drugs in third countries as well; the amount allocated to third countries is at least 750 million euro. The EU is the main financial international donor for the UN Bureau on Drug and Criminality Combat. Even though, there are substantial differences between the nature and the proportion of the drug issue at national levels, among member states, there is a specific convergence of the fundamental aspects. For example, in each of the countries affected by drug consumption and traffic, every country affected by drug consumption and traffic, there is a similar need on the demand side for prevention, treatment and social rehabilitation activities. Psychoactive substances represent a real threat for human health and also for the economic and social environment, by the implications they have among families and communities. The consumption of psychoactive substances in the world is estimated to rise, in the near future, at 2 billions alcohol consumers, 1.3 billions smokers and 185 millions of drug consumers. Regarding the death caused by this kind of consumption 8.8% is caused by cigars, 3.2% is caused by alcohol and 0.4 % is caused by drug consumption.  Moreover, the economic level of development has a major influence. It has been shown that in developed countries the registered level of psychoactive substances consumption, as well as the mortality rate related to such cases are higher than in developing countries.  Drugs cause death earlier in life, in 65% of alcohol consumption cases, death appears before the age of 60 and cigar consumption determines death after the age of 60 (World Health Organization- management of Substance Abuse). 

Qualitative research is an important tool for researching the drug issue. Using qualitative research techniques the useful indicators for drug problem are being defined and also implementation and results dispatch are solved. EMCDDA (European Monitoring Centre for Drugs and Drug Addiction) is using qualitative research in order to make general assessment of drug consumption and to obtain and evaluate answers. Qualitative techniques allow better understanding of drug phenomenon and explain existing perceptions about it. This type of research has a special role in building EU’s anti-drug policies. This is why qualitative research is also used as a complementary method to quantitative (statistical) research. Qualitative techniques are sensitive to drug consumers’ pattern changing. This is possible because many of the researchers are close to the interviewees and their problem; in many of the cases the researchers work in the field or close to drug consumers. These situations enable free discussions between consumers and researchers related to the issue of drug consumption. In the case of not using qualitative or contextual research it is possible that the retained information of the market becomes incomprehensible for people or has unrealistic connotations. Another phenomenon that can develop, concerns the inadequate wording of anti-drug policies (due to the misunderstanding of the drug phenomenon itself). In order to correctly express the statistical data obtained in research it is necessary to understand in the first place the drug- phenomenon. And this is why qualitative research must be used. The result of qualitative research enables building drug behaviour patterns. Through the analyses of the qualitative responses specialists can build the most efficient techniques to deal with various cases of drug consumption. Moreover, qualitative research, can also help in responses evaluation of the chosen and implemented techniques. The role of EMCDDA is to improve the comparison possibilities of drug situations among Member States. This is why there are specific instruments and research methods that are recommend by this institution to the countries involved in the drug combat. EU’s action plan implies 5 key indicators to be used in research studies. This indicators are:

1. studies among population – drug consumption among general population

2. statistical studies among drug consumers- problematic drug consumption

3. studies among injecting drug consumers – infectious diseases as a result of drug consumption

4. mortality rates among drug users- diseases and mortality  caused by drug consumption 

5. statistical data among treatment programs – demand of drug treatment 
Drug Consumption Estimation in Europe as a Result of Market Research

Cannabis is the most consumed illegal drug in Europe. This means that 70 million people or one of five adult Europeans consume cannabis. Almost a quarter of all adult European population consumes cannabis at least once in a life time. One of 7 adults consumed cannabis in last year. 

Cocaine 4% of the European adults use cocaine. Last year 4.5 million of adult Europeans consumed cocaine. Now 9.5 million of Europeans, 9% use cocaine.

Ecstasy - Last year 3 million adults consumed ecstasy. 

Amphetamins are consumed by about 11 million persons, that means 3.5% of the European adults. The number registered last year is of about 2 million amphetamine consumers. 

Opiates from one to 8 cases in 1000 adults, with ages between 15 and 64 years old consume opiates. In 2004 from 7500 of deaths associated to drug consumption almost   70% were caused by opiates consumption. Almost 50% of the requested treatment demands are from opiates consumers. 

European countries also supervise the infections related to drug consumption among injecting drug consumers. This statistics concentrate over the HIV/AIDS and viral hepatitis B and C. There are two ways to do this. One refers to cases records, meaning the counting of the new registered cases of infection. The second one refers to monitoring the percent of injecting drug users that were found infected with HIV from a group. 

In 2005, among drug injecting consumers, the number of new infections reduced in almost all countries. In 2005, in Ireland and Luxemburg there was an increase up to 16 and 15 new infected people per one million. Portugal is the country that has the higher number of infected drug injected consumers, meaning 85 new cases in a million. In 2001-2002 there was an epidemic infection in Latvia, Lithuania and Estonia. By 2005 the number of infection cases decreased but the rates were still big in comparison with other countries. In 2001, 283 infections were registered in Latvia and by 2005 this number decreased to 49 infections in a million people.  Estonia remains the country with the highest rates of infection in the European Union.  Drug injecting remains the main way of transmission for HIV virus. There are also cases in which it is difficult to settle HIV prevalence tendencies tendencies due to their contradictory or different character at national and/or regional level. As follows, different countries HIV prevalence for year 2001: Lithuania- HIV prevalence increased in one city, Austria - HIV prevalence increased at national level , Latvia- HIV prevalence increased at national level , United Kingdom- HIV prevalence increased in England and Wales , Greece- HIV prevalence decreased at national level and in one specific region, Spain- HIV prevalence decreased at national level and in one specific region, Finland – HIV prevalence decreased at national level , Bulgaria- HIV prevalence under  1%  in Sofia, but generally increasing , Slovenia- HIV prevalence under 1% but increasing in 2 towns, Hungary-  HIV prevalence under 1%  at national level, Slovakia-  HIV prevalence under 1% in two cities. From 90 temporal data series of repeated measures of HIV prevalence among injecting drug users, in 22 member states plus Norway, a global descendent tendency of HIV prevalence has been remarked from 2001 to 2005. This shows that this decrease may be due to the drug prevention and reduction policies. At EU level it is possible that from all persons reported as infected with HIV between 100 000 and 200 000 of them had at least once injected themselves with psychoactive substances. It is also possible that at EU level exists almost 1 million VHC infected persons that had at least once in a life time consumed injecting drugs. 

2.Drug Situation in Romania
Starting with 2001 in Romania there are drug reduction and prevention programs. According to N.A.A ’s (National Anti-drug Agency) last report on drugs, an improvement of collected data, at qualitative and quantitative levels, has been remarked in the past years. Romania was involved in drug reduction demand and consumption before adhering to the European Union. In order to implement the Anti-drug National Strategy for 2005-2012, two types of research  were established in this country. The first one refers to the studies among general population regarding the knowledge, attitude and practices related to drug consumption. The second one is called ‘European School Project on Alcohol and other Drugs’. Even though in 2001 it was impossible to draw tendencies related to drug supply and demand on the market, presently this thing is possible. In the past, people had no experience in implementing the key indicators in the field. There are still some domains in which speculation is necessary, but important is the fact that the number of these domains is decreasing. There are some problems that appear in the field of research. For example, even though we have domains in which data is available beginning with the year 2000 (and here tendencies are outlined), there are also domains in which the information is either insufficient or partial. There were and still are, studies and programs carried out only in the area of Bucharest. Indicators, such as  infection diseases or  number of deaths associated to drug consumption are calculated only for the Bucharest area. 

In Romania a research limitation exists due to the fact that before 1990, this kind of consumption did not exist or was not known to the public. Between 1990 to 2002 a bigger importance was given to the reduction of drug supply and traffic combat than to the reduction of drug demand. Also financial limits represented an obstacle in developing research in the field of drugs. Starting with 2003 some actions were taken in order to modify the legislation and to create and implement specific programs for drug consumers. In Romania, the research carried out together with estimations for problematic drug consumption represented the foundation in National Anti-Drug Strategy and specific action plan. The results of the research are used in reporting to the EU and in comparisons made between member states regarding drug phenomenon. The results of the studies were and are also important in creating anti-drug campaigns, programs and special social services for drug consumer as specialised assistance. To follow EU’s anti-drug policies, Romania, gave data to EMCDDA, related to drug consumption among young people and general population. Studies among injecting drug users were carried out in Bucharest. In many of the studies an auto-administered questionnaire was used by the subjects of the research. 
2.1 Drug situation in Brasov
A quantitative study among 1302 subjects with minimum age of 18 years old was carried out in Brasov between 19 and 29 of  July 2007. The theme of the study was ‘Brasov inhabitant’s attitudes regarding the consumption of drugs, alcohol and cigars’. Almost all of the interviewees stated that they have never consumed drugs, only 0.5% of them stated to consume drugs less than once a month and the most indicated reason for consuming was in proportion of 57.1% curiosity.  Only 7 subjects responded to the question related to the reason of drug consumption out of which 28.6% stated the reason of feeling good and only 14.3% did not want to make separate opinion from the group. From 1280 questioned people only 11.6% of them stated to have the occasion to try drugs but they refused to. The ones that were in the situation of trying drugs once or twice until now and also refused represent 65.3% of the subjects. A percent of 27.3% of the interviewees were put in the situation for three to five times. Only 2% of them stated to be in the situation more than twenty times. 

Asked how many of their friends or acquaintances consume different substances, the subjects indicated smoking as  the most frequent consumption among their friends, followed by alcohol consumption and last mentioned was ecstasy consumption.  

3.Conclusions

After analysing the situation at national and European level, it can be seen, the impact and the importance that qualitative research has on dealing with drug problem. Subjects’ responses are much more sincere in an adequate environment of research and at specific questions or discussions. As it can be seen, using quantitative techniques for reasons of confidentiality or social fear the questioned persons may not respond in concordance to their thoughts and beliefs. 
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Company exposure to country risk: theoretical and practical approach from the perspective of the cost of equity
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Abstract: This paper studies corporate exposure to country risk from the perspective of the cost of equity. Indeed, corporations located into emerging countries are perceived as being riskier; therefore, investors require higher returns which increases the financing costs. Under these circumstances, financial managers face the challenge of quite a tough balance to keep up with: valorizing the growth potential offered by the emerging countries on the condition of implementing powerful financial strategies, capable of protecting the corporation from the macroeconomic volatility. This research develops a practical approach on the way exposure to country risk impacts company’s financial balance, with a deep keen on the operational support offered by  various methodologies that analysts get use of within the assessment process.

Key words: country risk, corporate, exposure, equity, financing

INTRODUCTION

In the context of the actual borderless world, capital flows have directed towards the most attractive spaces in terms of return. As higher return is equivalent always to higher risk, new techniques have been implemented in order to assess in a more accurate way credit risk. The strongest points that are always pointed out as for the emerging countries imply strong currency, budget surpluses and a high rate of local consumption.  The lack of correlation between their financial systems and the largest capital markets enabled specialists to conceive them as an important element in case of financial crises since investors have the opportunity to direct the capital inflows towards them in order to get a higher protection. The negative aspects imply higher volatility, lack of transparency and liquidity. At the global level, there is a keen interest directed towards emerging countries because of the potential growth perspectives offered to the multinational companies and to the low labor cost. Outsourcing became one of the most important strategies developed by all world-wide level corporations.

Emerging countries are considered to be riskier than developed ones. The additional  risk consists of macroeconomic volatility deriving from exchange rate depreciation, inflation, unpredictability of the fiscal system or institutional and political instability. Nevertheless, corporations are attracted by the higher growth potential and it is quite challenging for the financial manager to accurately assess and manage the additional country risk premium. The cost of equity characteristic to corporations from emerging countries must integrate the company exposure to country risk. This research points out the way cost of equity varies under the impact of the country risk premium characteristic to corporations located into East European emerging countries. Section 2 contains a literature review and section three integrates the case-study and the conclusions. 
SECTION 2

The actual literature on the international cost of equity represents various approaches either on the possibility to adapt CAPM in order to integrate company exposure to country risk (Ferson and Harvey, 1995), either on the opportunity to compute international cost of equity by the integration of the additional country risk premium to the risk-free rate and to the volatility characteristic to the industry the company activates in (Godfrey and Espinosa, 1996, Pereiro and Galli, 2000, Damodaran, 2003).  Lee, Ng. and Swaminathan (2005) elaborated an implied cost of capital based on the market prices. Cash-flows are forecasted and the discount rate that makes the present value of these cash-flows equal to the market prices represents precisely the cost of equity. Analysts criticized the low degree of certainty relative to the forecasted cash-flows. Many studies pointed out that country risk premium can be quantified by the spread relative to the corporate bonds issued on the international capital market. The problem consists of the fact that bond spreads are not available for all the emergeing countries. Erb, Harvey and Viskanta (1996) proposed to run a regression of observed sovereign spreads on country risk ratings in order to determine the ,,implied sovereign spread for a country which does not have government bonds. Damodaran criticizes  the fact that bond spreads are used in order to quantify the cost of equity since bonds represent debts. He proposes to assess the cost of equity using as country risk premium the link between the equity markets reflected into the covariance of the most representative capital market indices.

This paper valorizes Damodaran approach in terms of international cost of equity assessment. The research points out the difference between the international cost of equity which integrates country risk premium and the idiosyncratic cost of equity, computed at the firm level variables. The novelty of the approach consists of the orientation towards the East European emerging countries. Previous researches on this topic concentrated on the Latin American emerging countries. The findings reveal out that company exposure to country risk has an important impact on the corporate financial soundness. An increase of at least 1% of the cost of equity by the integration of the country risk premium proves that macroeconomic environment acts as a key element as for the profitability of the company. 

SECTION 3
This section contains a research on a panel of industries located into emerging countries. There have been considered 101 industries –from utility to advertising-  for which there has been determined the cost of equity from the perspective of the corporate delocalization into the East European emerging countries. Practically, there has been developed the perspective of a potential delocalization of the corporations into the East European emerging countries from the point of view of the impact of the country risk on  the cost of equity. Valorizing the database posted on the Damodaran site, there has been computed the cost of equity by the integration of the country risk premium.  

Table no.1 – Descriptive statistics of the cost of equity integrating the country risk premium characteristic to companies delocated into East European emerging countries

	
	Bulgaria
	Slovakia
	Hungary
	Poland
	Romania

	 Mean
	 0.127749
	 0.108442
	 0.115175
	 0.109927
	 0.118903

	 Median
	 0.123489
	 0.103989
	 0.110789
	 0.105489
	 0.114015

	 Maximum
	 0.189627
	 0.170127
	 0.176927
	 0.171627
	 0.179927

	 Minimum
	 0.042300
	 0.042300
	 0.042300
	 0.042300
	 0.089327

	 Std. Dev.
	 0.020460
	 0.019725
	 0.019963
	 0.019776
	 0.018664

	 Skewness
	 0.110157
	 0.534860
	 0.401384
	 0.506846
	 0.982582

	 Kurtosis
	5.768.272
	4.361.443
	4.745.497
	4.436.943
	3.738.971

	
	
	
	
	
	

	 Jarque-Bera
	3.245.412
	1.261.587
	1.553.379
	1.301.376
	1.836.647

	 Probability
	 0.000000
	 0.001822
	 0.000424
	 0.001493
	 0.000103

	
	
	
	
	
	

	 Sum
	1.290.264
	1.095.264
	1.163.264
	1.110.264
	1.189.034

	 Sum Sq. Dev.
	 0.041862
	 0.038906
	 0.039852
	 0.039107
	 0.034488

	
	
	
	
	
	

	 Observations
	101
	101
	101
	101
	100


Source own processing

Then there will be computed the differences between the cost of equity determined according to the methodology that integrates country risk premium and the cost of equity that does not consider for it. A deep analysis at the level of the descriptive statistics characteristic to the differences will reveal out the impact of country risk premium on the cost of equity. The methodology that has been used in order to determine the cost of equity by the integration of the country risk premium is represented by the Beta approach depicted in the Damodaran working paper of 2003. 

Cost of equity = Riskfree rate + Beta(Mature Market Premium + Country Risk Premium)

The risk free rate will be considered the interest rate corresponding to the European government bonds – 4.23% while the mature market premium will be scaled around 4.53. Analyzing the output enclosed into the first table, it is obvious that Bulgaria appears to impose the highest cost of equity, followed up by Romania and Hungary.

The highest level is supported also by the standard deviation indicators which points out the idea that the cost of equity is the most volatile in the case of Romania and Bulgaria. The cost of equity distribution seems to be leptokurtic, underling the idea that the probability for an extreme event, with disturbing consequences on the East European emerging markets is higher. As for the idiosyncratic dimension, closely related to the industry level risk, banking, oil processing and food industry are the lowest risky industries while e-commerce, entertainment and equipment are the riskiest.

Table no.2– Descriptive statistics of the differences between the cost of equity integrating the country risk premium characteristic to companies delocated into East European emerging countries and the cost of equity which does not integrate the country risk premium 

	
	Bulgaria
	Hungaria
	Poland
	Romania
	Slovakia

	 Mean
	 0.028848
	 0.016148
	 0.010848
	 0.019148
	 0.009348

	 Median
	 0.029104
	 0.016404
	 0.011104
	 0.019404
	 0.009604

	 Maximum
	 0.030727
	 0.018027
	 0.012727
	 0.021027
	 0.011227

	 Minimum
	 0.025227
	 0.012527
	 0.007227
	 0.015527
	 0.005727

	 Std. Dev.
	 0.001095
	 0.001095
	 0.001095
	 0.001095
	 0.001095

	 Skewness
	-0.966299
	-0.966299
	-0.966299
	-0.966299
	-0.966299

	 Kurtosis
	3.755.725
	3.755.725
	3.755.725
	3.755.725
	3.755.725

	
	
	
	
	
	

	 Jarque-Bera
	1.794.190
	1.794.190
	1.794.190
	1.794.190
	1.794.190

	 Probability
	 0.000127
	 0.000127
	 0.000127
	 0.000127
	 0.000127

	
	
	
	
	
	

	 Sum
	2.884.837
	1.614.837
	1.084.837
	1.914.837
	 0.934837

	 Sum Sq. Dev.
	 0.000119
	 0.000119
	 0.000119
	 0.000119
	 0.000119

	
	
	
	
	
	

	 Observations
	100
	100
	100
	100
	100


Source own processing

The difference between the cost of equity integrating the country risk premium and the cost of equity which did not integrate it reveals out the fact that macroeconomic environment stability is a key element within the process of cost of equity assessment. The difference between the two indicators lies between 1% to 2%. The highest difference is recorded in the case of Bulgaria while the lowest one is recorded in the case of Slovakia. Romania holds quite a medium position. These findings point out the fact that country risk premium is a key element that must be considered in the design and implementation process of the financial management strategies adopted by the corporations which delocate their activity in East European emerging countries. Growth perspectives are higher, but risks are correlated with, which implies the fact that company exposure to country risk, together with industry volatility becomes an other important part of the cost of equity architecture. Therefore, relative to corporations located into developed countries, financial management developed within emerging countries located corporations is more challenging, implying additional efforts in terms of quantification and management strategies.   
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PERFORMANCE MANAGEMENT - EMERGENCE AS A DISCIPLINE AND RESEARCH AGENDA

Aurel BRUDAN
University of Melbourne, Australia

Abstract: Performance management is a ubiquitous term in today’s business environment. It is embedded in the body of knowledge of various disciplines and it is used at all organisational levels. However, due to the constructivist evolution of performance management theory and practice and its multidisciplinary nature, there is a high degree of fragmentation in this field. This conceptual paper aims to clarify the term performance management, outline its emergence as a discipline and contribute to the research agenda. It starts with clarifying the definition of performance, performance management/measurement and briefly outlines the three levels of performance management in organisations: the strategic (entire organisation), operational (functional team or group) and individual level. New directions such as systems thinking, learning and integration are presented to grow the knowledge base of performance management as an emerging discipline.

Key words: integration, performance measurement and management, strategic/ operational/individual performance levels, discipline, research agenda.

1. DEFINITION OF PERFORMANCE

Applied either at corporate level or individual level, one of the key functions of management is measuring and managing performance. Between idea, action and results there is a journey to take. And perhaps the most used term in everyday life to reflect the progress of this journey and its results is “performance”. This is in line with the systems thinking view that each system needs to fulfill a purpose and performance of the system is represented by the achievement of purpose. However, “performance” is a difficult word to define, due the various interpretations of its meaning. As in the case of management, the term performance can be used at various levels (personal performance, individual performance, team performance, organisational performance), to express general achievement (such as performance in sport), or to reflect a benchmark against peers. Management research literature contains at least three in-depth articles that analyse the term “performance” and its use: Lebas (1995), Wholey (1996) and Folan, Browne et al (2007). Lebas (1995) characterizes performance as future oriented, customized to reflect particularities of each organisation / individual and based on a causal model linking inputs and outputs. A “performing” business is one that will achieve the objectives set by the managing coalition, not necessarily one that has achieved the objective. Thus, performance is about capability, about the future (Lebas, 1995). For Wholey (1996) measurement is necessary as performance is not an objective reality out there somewhere waiting to be measured and evaluated, but a socially constructed reality that exists in people’s minds if it exists anywhere at all. It has diverse interpretations and it may include: inputs, outputs, outcomes, impacts and relate to economy, efficiency, effectiveness, cost-effectiveness, or equity. As did Lebas (1996), Wholey (1996) considers performance as being subjective and interpretative and ultimately linked to cost related headings. The meaning and content of the term performance in business performance research is comprehensively discussed by Folan, Browne et al (2007), outlining three priorities or governance objectives of performance. First, performance needs to be analysed by each entity in the boundaries of the environment in which it decided to operate. For example a company’s performance needs to be analysed in the markets the company operates and not in the ones that are not relevant to its operations. Secondly, performance is always linked to one or more objectives established by the entity whose performance is analysed. Thus, a company’s is evaluating its performance based on the objectives and targets set and accepted internally and not by the ones used by external bodies. Thirdly, performance is reduced to characteristics that are relevant and recognisable. For example characteristics such as “the ability to use office stationary” are irrelevant and unrecognisable. To create optimal conditions for the achievement of desired performance, these priorities need to be interrelated, in alignment.

2. PERFORMANCE MANAGEMENT AND MEASUREMENT

In scientific management, performance is associated with two key processes: performance management and performance measurement. These two key processes can’t be separated from one another and performance management both proceeds and follows performance measurement. Performance management is the overarching process that deals with performance. It reflects the approach one entity has towards performance and it includes sub processes such as: strategy definition (planning / goal setting), strategy execution, training and performance measurement. Thus, performance measurement is a sub process of performance management that focuses on the identification, tracking and communication of performance results by the use of performance indicators. Performance measurement deals with the evaluation of results, while performance management deals with taking action based on the results of the evaluation and ensuring the target results are achieved In management research the lines between performance management and measurement are not clear, as various authors use their own criteria to define these terms and even use the terms interchangeably.

3. PERFORMANCE MANAGEMENT LEVELS

Traditionally, performance management in an organisational context has been divided into three levels: strategic, operational and individual performance management. 

3.1 Strategic performance management evolution
At strategic level, performance management deals with the achievement of the overall organisational objectives. Practitioners refer to it as corporate, business or enterprise performance management, this being the highest and most complete level of usage of performance management principles in organisations. Bourne, Franco et al (2003) consider that corporate performance management as a term has been born to differentiate between the individual level of performance management and the one at organisational level. Strategic management is a key driver of performance management at this level, as the key processes related to performance management systems are strategy formulation and execution. Tools such as the Balanced Scorecard, the Performance Prism, the Tableau de Bord or a set of other frameworks or quality awards such as the Baldrige Award, the EFQM Excellence Model are used at this level to guide the achievement of organisational goals. At strategic level, performance management had a short history as strategic management as a discipline was established only in the 20th century. It was driven mainly by strategic management and organisational behaviour practitioners. 

3.2 Operational performance management evolution

Performance management at operational level is linked to operational management, as its focus is the achievement of operational objectives. Although aligned with corporate strategy, the focus here is more functional, some of the key tools used being dashboards and scorecards. HR Dashboards are used to collect and analyse human resources management indicators that guide the management decisions of HR departments. Similar tools in other functional areas are Marketing Scorecards, Portfolio Dashboards, Supplier Scorecards to name a few. A wide variety of operational performance management tools are also used in Finance departments, were management accountants generate a wide variety of financial reports used to guide performance management decisions at operational level.  The evolution of operational performance management is linked to the evolution of accounting and management in history. This is due to the fact that operational performance was evaluated in terms of efficiency and effectiveness. And the easiest way to do this is by using financial indicators, provided by the accounting function in organisations. Over time, as internal and external operating environments became more complex, organisations started to look at nonfinancial indicators of performance. This made the connection with operations management and other aspects of the general management discipline. As a result, towards the end of the 20th century, operational performance management was a function of multiple disciplines: Management Accounting, Finance, Operations Management and used across all functional areas in organisations: Marketing, HR, Finance, Sales, Supply Chain Management, and Project/Program Management.
3.3 Individual performance management evolution

The traditional level at which performance management is used in organisations is the individual level, looking at the performance of individuals in an organisational context.Individual performance management is perhaps the level with the longest evolution in history, as it mirrors the level of organisational maturity. As in early times organisations were loosely defined, the performance management focus was on the individuals performing tasks as part of a group. In time, more complex approaches emerged, mainly driven by the military, public administration and industrial companies. They all needed a system of monitoring the performance of numerous individuals to ensure a streamlined progression in the organisational hierarchy. The main drivers in the evolution of individual performance management were industrial psychologists, human resources managers, organisational development and organisational behaviour consultants. It is important to note that administrative science is a fundamentally subjective enterprise (Astley, 1985). As performance management is considered to be a function of administrative science, Astley’s notes on the evolution of the body of knowledge in such a field are perfectly applicable to the evolution of performance management at all levels. As a result, management in general and performance management in particular evolved in time under the umbrella of constructivism.

4. EMERGENCE AS A DISCIPLINE AND RESEARCH AGENDA

Since its emergence, management went through a process of specialisation, based on the type of activity, resources and entities being managed. Several disciplines “peeled-off” the core management discipline, emerging as branches with their own literature and body of knowledge: Accounting, Marketing, Strategic Management, Operations Management and Project Management, to name a few. Opposed to all these disciplines, Performance Management is not standardised and it lacks a unified body of knowledge. Its use expands to almost all scientific disciplines, as it is a subset of almost any human activity. Various approaches to managing performance are spread across disciplines: Strategic Management, Operational Management, Human Resources Management, Management Accounting, Financial Management, Information systems / Technology Management, Knowledge Management, Project Management and Marketing Management. However, to date performance management is not universally accepted as an independent discipline and it does not have the same stature a project management. Busi and Bititci (2006) support this idea, considering that the practice of performance management cuts across different management areas, requiring an inter-disciplinary approach to research and implementations. Establishment of Performance Management as a separate discipline, integrating the body of knowledge from the three levels where it is used, is perhaps a natural step in its evolution. Some authors consider that performance management as a subject for academic study and research emerged in the late 1980s (Busi and Bititci, 2006). Neely (1998) suggests this being the period when it started to gain an identity on its own, especially in the form of performance measurement (“the process of quantifying the efficiency and effectiveness of past  actions”). The process of “peeling-off” accelerated  in the 1990s. In 1991, Eccles published the “Performance Measurement Manifesto” in Harvard Business Review., in which he predicted a performance measurement revolution in the mid 1990s. During this revolution traditional financial information systems would be replaced by nonfinancial information systems. According to Eccles, such a revolution was necessary to improve manager’s satisfaction with the information they receive and satisfy the increased information requirements of modern-day-organisations caused by new techniques like total quality management, focus on customer satisfaction and benchmarking. Influenced by the enthusiastic reception of the Balanced Scorecard concept by researchers and practitioners, making it a catalyst for this revolution, performance management publications indeed increased dramatically in the 1990s. Neely (1999) estimated that between 1994 and 1996, some 3,615 articles on performance measurement were published and in 1996 books on the subject appeared at a rate of one every two weeks in the USA alone. It is also a time when the link between strategy and measurement emerges as a central theme in the field. Neely (2005) concludes that  “the field of performance measurement – in terms of coalescing around a central question – is less than 15 years old and given this the limited professionalisation to date is not surprising”. However is still has to cover some ground until it is established as a stand-alone discipline, similar to Project Management, as illustrated in the Table 1:
Table 1: Comparison of Project and Performance Management as disciplines

	Characteristics of a Discipline
	Project Management
	Performance Management

	Unified body of knowledge
	Yes
	No

	Academic courses
	Yes
	Emerging (i.e. Canfield University)

	Professional Organisations
	Very strong, unified
	Dispersed

	Standards 
	Yes
	No

	Professional certifications
	Yes (PMP, Prince2)
	No

	Organisational entities
	Yes (Project Management Office)
	Emerging (Office of Strategy Management)


In line with its emergence as a discipline, the research agenda in Performance Management can be shaped by an integrated approach of all three levels, influenced by new parameters, as illustrated in the Table 2:

Table 2: Current and emerging approach to Performance Management 
	Element of analysis


	Current dominant practice in performance management
	Emerging approach to performance management

	School of thought
	Dominance of command and control thinking
	A balanced approach, combining systems thinking with command and control

	Definition/levels integration
	Unstructured approach to definition and levels of performance management
	Integrated approach to performance management, with clear definition and alignment  of all three levels

	Organisational governance
	Fragmented organisational approach to performance management
	Unified approach to organisational performance management

	Discipline of study
	Performance management studies dispersed in a multitude of disciplines
	Aggregation of the body of knowledge in a unified independent discipline

	Main focus
	Measurement, motivation and rewards
	Learning and improvement


Besides the inward looking aspects of their performance management approach, organisations may also be connected to the performance management systems of other organisations through inter-organisational performance management. This is the extended enterprise performance management approach, in which the integration of organisations can take place both upstream, with customers and downstream with suppliers. Folan and Browne (2005) view this as a very fragmented, neglected but fast growing facet of performance management. Overall, the internal and external integration of performance management and the holistic view of its interrelations with other disciplines and entities are key drivers of future research on the path of establishing it as a standalone discipline.
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THE ENTREPRENEURIAL PREPARATION AND THE DEVELOPMENT OF SMALL AND MEDIUM-SIZE ENTERPRISES

Mirela BUCUREAN
University of Oradea, Romania
Abstract :  In the past years, the organizations from Romania have diversified their activity, becoming more and more preoccupied by the entrepreneurial development of their members. It is obvious that the entrepreneur’s actual innovative spirit are of great importance. Many entrepreneurs are very capable and obtain expected results in production, but very few know how to sustain a creative innovative activity or to stimulate the creativity and innovative spirit of the staff he is working with in research. The implications are the more obvious if we consider the fact that the force of modern development consists in the capacity of inventing and then in the capacity of creating new products based on innovations. To be able to adapt to these imperatives, the entrepreneur needs to embrace the new and challenge it. 

 Key words: change, development, entrepreneur, innovation, leadership 
1. INTRODUCTION 
The dynamic development of small and medium-sized enterprises is one of the basic presumptions of healthy economic development. Small and me​dium enterprises with their high adaptability to market requirements and their innovative and creative approach are able to respond immediately to the newest demand trends and to satisfy the requirements of the most ex​acting customers. A no less important role is played by SMEs in the area of creating new job opportunities, and with their healthy diffusion they posi​tively affect employment growth. The small and medium-sized enterprises must adopt first of all, innovation strategies that can ensure for them a long-term survival potential. 

2. SMALL AND MEDIUM-SIZED ENTERPRISES IN ROMANIA 

Entrepreneurship is the key in making the small enterprises innovative, adapt​able, flexible, and able to adopt new technologies. Through the success of the enterprise, the entrepreneur will achieve his own economic success. The entrepreneur, therefore, will follow the logic of profit maximization, market expansion, and accumulation. To achieve these goals, the entrepreneur must calculate rationally and try to find the most profitable combination of production factors. Profit is reinvested into the enterprise but credit is also constantly sought as the enterprise grows. People start small enterprises because they see new opportunities opening up in the market. Entrepreneurship is an active choice and not a forced, defensive move. Enterprise growth follows the business cycle. During bad times, the number and size of small entrepre​neurs contracts, while during good times there is entrepreneurial expansion. During periods of growth, small enterprises employ greater numbers and hire new people from the open labor market. Policy makers view small enterprises as a major source of taxes, even given awareness that tax collection is not always easy. From this perspective, the main policy instrument to stimulate small enterprises is credit. To make credit available to small businesses, policy makers must set up special funds that give loans to small enterprises, guarantee funds that entrepreneurs borrow from banks, or persuade banks through regulation or various financial incen​tives to offer loans on favorable terms. Stimulating the small sector thus can be an instrument for cutting unemployment through the expansion of exist​ing businesses that need to hire more employees.
In Romania there are about 500 000 SMEs which assure 67% of NGP and employ almost 60% of  labour force. Small and Medium – sized Enterprises in Romania have survived to law instability, to the control of different institution, to  underfinancing, to the aggressive of the multinationals enterprises marketing, to the lack of experience, to the  belief that import goods are better than autochthon goods, but will they survive to integration process? Innovation is the answer; it is necessary for entrepreneurs to consistently search for innovation sources, their changes and symptoms, which indicate the possibilities of realization of successful innovations. Innovation is the characteristic tool of entrepreneurs; it is the means through which they exploit change as a possibility to accomplish different businesses or services. Nowadays, because of acerb competition, entrepreneurs have to practice systematic innovation. Change is the one who is always offering opportunities to create something new, something different. Systematic innovation therefore consists in the organized, purposed search for change and in the systematic analysis of the opportunities that these changes provide for economical or social innovation. Some specialists consider innovation a process that attempts ‘to couple’ imaginative people’s ideas with current realities in science, technology and market –it represents a continuous creative flow, which begins from the initial idea and moves through the stages of the research-development activity, as it is oriented towards finding the best solutions of harmonizing the different factors’ requests and incidents, appropriate solutions during a certain period and, therefore, changing. 

3. THE  LEADERS AND THE ENTREPRENEURIAL PREPARATION 
Leadership is a process by which a person influences others to accomplish an objective and directs the organization in a way that makes it more cohesive and coherent. Leaders carry out this process by applying their leadership attributes, such as beliefs, values, ethics, character, knowledge, and skills. Effective leaders develop through a never ending process of self-study, education, training, and experience. The most important skills of an effective leader are the following: being trustworthy and ethical, having the ability to be an efficient communicator, having good self-management, maintaining focus, and having courage. Trustworthiness is one of the personal qualities of leadership that can never be imitated in professional leadership for truly great achievement. One important task of professional leadership is obtaining the co-operation of colleagues and employees. The credibility of a leader is based on what he does (his actions) and his beliefs/values. The leader must be a good communicator, to be clear about his direction and purpose. Self-management has to do with self-nurturing - leaders need to find their own balance in order to maintain their ability to provide positive, effective leadership. Leaders must be able to have an overall view, to focus and identify important moves. Finally, courage is, in fact, the desire to do something different, to be open to new possibilities and dare to implement them.

The modern leader, in this constantly changing business climate, can’t model himself on leadership archetypes from the past and expect to meet the challenges of today’s workplace. However, some of the factors that make a great leader haven’t really changed. The abilities to innovate, execute and be a strong role model for the staff will always be essential. But in addition to these qualities, a new leadership style is emerging, with skills uniquely tailored for success in today’s environment. Today’s successful business leader is decisive, insightful and constantly challenging company conventions to keep ideas flowing. The changing work force dynamics make managing people an increasingly crucial skill for leaders. And among the features younger workers want from leadership are authenticity, accessibility and respect for their individuality. Aside from adjusting to a new generation’s lively attitude, one of the modern leaders’ prime responsibilities is helping their people adjust to the changes passing over their workplaces. Leaders must have a strong sense of purpose they can express to their workers – a compelling reason for everyone at the company to come to work. Beyond the basic traits - emotional stability, dominance, enthusiasm, sense of duty, social boldness, tough-mindedness, self-assurance, compulsiveness - the  leaders must also possess traits which will help them motivate others and lead them in new directions. Leaders of the future must be able to envision the future and convince others that their vision is worth following. To do this, they need the following personality traits: high energy, intuitiveness, maturity, team orientation, empathy and even charisma. The ambitious young people can transform themselves into young successful entrepreneurs, trying to reach new performances, to make their enterprises competitive and their businesses as profitable as possible. Armed with new ideas, with impressive power to work, mastering the theoretical bases and having a lot of ambition, the young entrepreneurs bring freshness into the business world and some of them become truly appreciated. An entrepreneur’s work is based on a complex of theoretical knowledge and practical skills. Through all these, the entrepreneur has the possibility to understand the theoretical bases of the entrepreneurial activity, to collect a fund of expertise documentation, to outline standards regarding performances, conduit and ethic criteria. 

Experts divide an entrepreneur’s assets into several categories. One of the categories is created on the basis of individual talents, entrepreneurial knowledge and entrepreneurial expertise, and characteristic features, while the other is created on the basis of the actual content of the activities, expertise and experience and talent in working with human beings. Intelligence, energy, far-sightedness, decision-making, capability and initiative are also among the most important features of entrepreneurs. Nevertheless, we should not forget about emotional balance, intellectual flexibility, intuition, passion for working with employees, receptivity towards technical and social progress, honesty, good intentions, integrity and justice. In certain situations when an entrepreneur has to posses other features too: tolerance, the will to listen to others, quick evaluation, recognition of the good side of things and employees. The following features are also vital: intellectual capacity, intellectual efficiency, enthusiasm and power to express your thoughts and opinions. Psycho-socio-professional requirements of the entrepreneurial activities necessitate for the entrepreneur to have additional characteristics besides the ones presented above. These characteristics are in close correlation with creativity, imagination, temper and character. A lot of young people from Romania don’t want to start their own business. We try to answer to the following question: Wich are the most important reason because of that the young people from Romania don’n want to start their own business? 
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Figure 1 The most important reason because of that the young people from Romania don’n want to start their own business

Sursa: INSOMAR, IMAS, TNS-CSOP and CURS, on a sample of 4.304 subjects

In the past years, student and graduates organizations from Romania have diversified their activity, becoming more and more preoccupied by the entrepreneurial development of their members. On the other hand, many more new organizations have been created. Besides the student associations, organizations belonging to wide international networks, which attract through image and opportunities, are becoming more and more appreciated. Besides the ordinary Romanian student’s problems, such as the financial ones, the organizations deal with the development of the communication skills and leadership of youths. In these fields, the international experience is decisive; especially considering that, in the occidental countries, volunteering it is truly a tradition. In this way, many famous businessmen and politicians have started their activity in a youth organization, such as Junior Chamber International. In Romania, Junior Chamber Bucharest has initiated, in less than one year, almost 20 projects, in 4 distinctive areas: international, communitarian, business focused and personal development. In order to realize their projects, the organizations need funds. Besides the financial funds that they have to attract, they also have an accessible variant: available funds through “Youth” program, belonging to European Union. In order to benefit from this source of financing, organizations only have to contact the agency (Support Youth’Initiatves Agency-Agentia pentru Sprijinirea Initiativelor Tinerilor-ANSIT) and to send a well realized project. Our students become more and more preoccupied by the entrepreneurial activities. Therefore, we introduced in the programmes of our Faculty some courses who want to discover and to develop the entrepreneurial spirit to our students. We want to prepare our students for the company of the future, the company where a lot of changes will appear. Comparing to the enterprisers who already have a certain experience we consider that, although young enterprisers have a lot to learn from them, they adapt their companies to the changes a lot easier. Moreover, those young businessmen initiate the changes in a whole field of activity when they start a new company. A source of these changes would be the innovative spirit that springs from each from each and every young enterpriser, their freshness and anticipative spirit in business field. All these qualities always maintain a business at the top. It is obvious that the entrepreneur’s actual innovation and innovative spirit are of great importance. Many entrepreneurs are very capable and obtain expected results in production or product opening, but very few know how to sustain a creative innovative activity or to stimulate the creativity and innovative spirit of the staff he is working with in research. The implications are the more obvious if we consider the fact that the force of modern development consists in the capacity of inventing and then in the capacity of creating new products based on innovations.

4. CONCLUSIONS

One of the EU’s top priorities is to stimulate in young people a strong desire to become entrepreneurs, and the Commission is working closely together with EU national governments to achieve this goal. The young potential enterprisers in Romania will benefit from entrepreneurial training with a strong practical character, in order to achieve the necessary knowledge so that they are able to start and develop a business (management knowledge, marketing, financial knowledge, conceiving and implementing a business plan, developing of negotiation capacity etc) .Entrepreneurial training classes are organized by ANIMM in Bucharest and in the whole country. 

In today’s business environment, possessing management skills is no longer sufficient to be successful. Contemporary business practices require that managers have knowledge and experience regarding the differences between management and leadership and how both of them must be integrated for business success. A modern leader identifies opportunities before the competition, taking in information from all sides to spot possible new directions and has a passion for achieving goals and also willingness to go on the attack against the competition, and against weaknesses in himself and the organization. 

  5. REFERENCES

CNIPMMR (2007) Carta Alba a IMM-urilor din Romania, Bucureşti: Editura Olimp.

Drucker, P. (1996) The Leader of the Future, Jossey-Bass.

Kets de Vries, M. (2003) Leadership, arta şi măiestria de a conduce, Bucharest: CODECS Publishing House. 

Landsberg M. (2005) Leadership, Editura Curtea Veche.

Nicolescu,O. (2001) Managementul întreprinderilor mici şi mijlocii, Bucureşti, Editura Economica.

Văduva, S. (2004) Antreprenoriatul, Bucureşti: Editura Economică.

http://www.ceed.info.

http://www.thefreedictionary.com/enterprise.                

http://europa.eu.int/comm/enterprise/enlargement/doc/questions-answers.pdf.
MARKETING RESEARCH COORDINATES IN THE TELEVISION FIELD
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Abstract: The equipment used in marketing research for the measurement of TV audience has been developed and enhanced over the last decades. In time, the diversity of TV programs increased due to the fact that numerous TV stations appeared, therefore in 1976 AGB (Audits Great Britain) Groups began measuring TV audience using the People Meter method, and in 1981, for the first time on an international scale, this system of audience measurement – Television Audience Measurement (TAM) – was adopted in Italy on a national scale. Nowadays, the accelerated rate of television development imposes new qualitative research of the type “focus” or based on half-structured interviews. Moreover, big enterprises also have a major interest in the television market, because they buy advertising space in order to promote their products and services. 
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Television, as media support, has recently known unprecedented development for Romania. Up to 1990 there was only one TV channel, consequently the offer was somewhat ”compulsory” for the viewers. The public’s preferences weren’t a point of reference when the TV program offer was composed. Lacking a competitive environment, public television was an instrument of manipulation of its viewers and became enslaved to political power. After the 1989 events, the first media boom took place in the sphere of written press. Television, as media support with maximum penetration efficiency within the population, was to truly begin its development in terms of competition in the 1994 – 1995 period, along with the apparition of the first private channels. 

The Romanian television market is very dynamic. Having been precociously liberalized, the television offer was quickly enriched. Moreover, this market is still developing, especially since there are still new television channels emerging, with very well defined target audiences, therefore niche channels. Ratings are the main reason for the activity of a television network, regardless of its editorial objectives. The ratings characterizing the activity of a network in general, but especially of each particular TV show, attract the advertising budgets of companies interested in promoting their products to the most suitable public. The TV rating is the number of individuals or households (expressed numerically or as a percentage) that can be exposed to a media vehicle (for example the number of households watching a certain TV program). Information referring to ratings are very important, first of all for television channels, on one hand because they can thus evaluate the performance of the programs broadcasted, and on the other hand because they can define certain strategies for selling advertising space – an important source of income. In addition, knowing the audience indicators presents interest for companies wanting to do promotional campaigns as buyers of advertising space, advertising agencies and media companies. The equipment used for marketing research regarding the measurement of TV audience has substantially evolved in the past decades. The system used today for measuring TV audience is the People Meter method. A people meter is a device a little larger than a TV selector, which has several buttons, one for each member of a family, and additional buttons for the respective family’s occasional guests. Every time a channel is selected, a family member or a guest has to press the corresponding button. The device is attached to the TV set(s). The information gathered in this way is transmitted to a central computer, by means of telephonic lines and so, the programs’ audience is obtained. 

Measuring TV audience is a matter of general interest, which must be well administrated. Data collecting must be done in such manner that it respects professional ethics standards and provides data acknowledged by those concerned with it. To this end, the Romanian Association for Audience Measurement was founded in 2001, with three categories of members: television networks, advertising clients, advertising and media agencies. This measurement is a quantitative research that offers a wide variety of information, but neglects a series of aspects such as opinions, attitudes, feelings, leading to certain behavior, elements which can only be analyzed by qualitative research. From the multitude of qualitative research, the most suitable is the focus group. Practically, through audience studies, television networks find a series of information about their public, like the duration of daily viewing time on a certain channel, the types of programs viewed, time spent in front of the TV set daily, etc. All of these are quantitative elements which do not provide clues about the public’s motivation for watching a certain show or not, for example. Thus, it would be interesting to present in short the evolution of one of the audience indicators, namely the market share, which represents that part of total viewing time corresponding to each television network (the data regarding the market share presented below have been taken off the www.tvr.ro site).
( In 2007, concerning market share at national level, TVR 1 takes first place with 14,1%, followed by PRO TV with  13% and Antena 1 cu 10,9%; in the urban environment, the leader is Pro TV with 14,5% followed by Antena 1 with 10,6%, and TVR 1 with 8,4%. It must be mentioned that, on certain time sections, TVR 1 is surpassed by some niche networks, like Acasă TV and Realitatea TV.
( In 2006, concerning market share at national level, TVR 1 takes first place with 16,7%, followed by PRO TV with 15,6% and Antena 1 with 13,5%; in the urban environment the leader is Pro TV with  17,5% followed by Antena 1 13,6%, and TVR 1 with 11,4%.
( In 2005, concerning market share at national level, TVR 1 takes first place with 18,9%, followed by Pro TV with 15,7 % and Antena 1 with 13,6%; in the urban environment, the situation changes slightly, in the sense that PRO TV takes first place with 17,5%, followed by Antena 1 with 13,7% and TVR 1 with 11,1%.
The general decrease in ratings on all channels in 2007 compared to 2006 was at a maximum (-2.6% nationally and –3% in the urban environment) during the prime-time frame (the timeframe between 19.00-23.00) and has affected the main Romanian TV channels, including the public ones. On an oversaturated market which is still under further development (new TV channels surfacing annually), a decrease in the main audience indicators was natural, due to the phenomenon of public redistribution. This fact occurred in 2007, based on a general decrease in television consumption compared to 2006 – as proven by average ratings on „total number of channels”: nationally, the average market share was 15,8% (compared to 16,4% in 2006), and in the urban environment (small, medium and large cities) it was 16,2% (compared to 16,9%). Obviously, such elements are equally important for television networks management and for companies choosing to advertise through television; but they are not sufficient for an adequate editorial policy based both on satisfying the public’s requirements and on attracting the publicity budgets of large companies.To sketch a series of aspects regarding the motives behind the viewers’ choice of TVR 1 shows, I did a qualitative research in the form of a focus –group; data collection was done during February 1st – April 1st 2008, in Bucharest and Copăceni – Ilfov County. In order to obtain as clear an image of the phenomenon under investigation as possible, more mini-groups were organized, both in the urban environment and in the rural environment. The mini – focus – group alternative was especially favored for organisatorical reasons; each group was made up of 4 -5 people. Six of such groups were used, 3 from each environment, differentiated according to age: young people (ages 14 – 24), adults (ages 24 – 60) and elderly (over 60) . To create the 6 mini – groups, a selective survey was used, because it was important for the investigated subjects to be general viewers and watch (even if occasionally) shows of public networks; therefore, all participants to the focus –group declared that the watch public television programs at least once a week. 

We will present a few of the conclusions of this qualitative research to exemplify the motivations of the public concerning ”TV consumption” for the public channel TVR1, which we divided into two categories: positive and negative reactions (to simplify the presentation, conclusions of the study initially presented in the three forementioned cathegories have been reunited). 

a) positive reactions:

- the 7 pm news are presented in a more professional manner, compared to the news presented by the competitors;

- consistency in the quality of some shows (Telenciclopedia);

- authentic folklore is broadcasted;

- shows mentioned as being viewed: Tonomatul DP2, Telenciclopedia, TVR2 soap opera, TVR1 7 pm news Journal, movies,  sports, Surprize - Surprize;

b) negative reactions:

- lack of diversity in the program offer;

- concerning the moderators, the image and intellectual capacities aren’t really valued, most of them likely hired for their ”relations”;

- all the news and shows referring to culture are crammed in TVR Cultural  and almost nonexistent in TVR1 news;

- totally unattractive shows, with no message;

- insufficient children’s shows;
- spiritual shows are poorly represented;

- no successful talk-shows;

Asked (spontaneously) to characterize TVR 1 in a few words, the subjects’ opinions focused on the following aspects:  

- the most important name in Romanian mass-media;

- conservative, slave to political power;

- promoting real values;

- does its duty towards the public;

- fairness, seriousness, professionalism; 

- sober, closed environment, old;

- communist, bureaucratic, incompatible with the public;

- TV fee;

- dusty characters.

We can notice the fact that the spontaneous reactions to public television can be divided into two categories:

a)  positive – it is based on the idea of seriousness and experience.

b) negative – these being more frequent and focused on the idea that public television is politically biased and slow in action. 

Although the TVR 1 channel is perceived as being too serious, this implying a lack of dynamism and force, the mission of this institution must be in mind, as well as the fact that its weapons in the fight with the commercial networks an unequal. 

In conclusion, we can safely say that the simple knowledge of Audience ratings is not enough to organize and perform efficient activities within a television network; without qualitative elements, management cannot make the best decisions and place the public in the center of their objectives. The fact that on national level, TVR 1 occupies first place, and in the urban environment they place themselves on third is a positive aspect, but insufficient to explain the phenomenon. Through qualitative research, we were able to identify a series of extremely useful motivational elements. Through this type of research, favorable opportunities and potential threats can be identified within the field in which television operates, the basis for decision alternatives, the efficiency of marketing decisions can be monitored. Fulfilling this role, the marketing research created the conditions necessary for the practice of a proactive management, for continuous adaptation to the changes in the social, economic and competitive environment. 
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SOURCES OF FINANCIAL ACCOUNTING AND NON FINANCIAL ACCOUNTING INFORMATION NECESSARY FOR MANAGERIAL ANALYSIS AND DECISIONS
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Abstract: The role of the accounting department is to provide the necessary information for leading entities and to elaborate reports. The given information has a major importance for top managers, for their decisions and for a proper managerial control. For internal informing, the leaders of entities have to request and try to obtain useful information for their decisions with the risk of increasing the involved services. The manager is in a permanent search of information obtained through all the contacts which could affect the performances and the objectives of his activity. The information necessary for managerial analyses comes from two main sources: internal and external sources.  
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The decision is considered to be the central point of the management activity since it can be found in all the management process functions. The integration of the entity in the economical environment depends of the quality of the decision taken and the decision of the role results from here. A quality decisional process has influence on: profit, costs and efficiency of using the production elements. The process of taking decisions is constituted of the coherent aggregate of the actions made by the persons who decide the optimal variant. The decision is a tool of economical leading, and the essential elements of this process are: the elaboration of the decision is based on a choice from ‚n’ possibilities of action; the decision involves a process of logical thinking; the decision has a purpose (achieving a goal, the optimization of a function).

The role of the accounting department is to offer the financial information that is necessary to lead the entities and to elaborate reports in order to substantiate their decisions. The information offered in real time has a very high importance for the superior level managers, in substantiation of the decisions and to practice a corresponding managerial control. For the purpose of internal informing the leaders of the entities have the duty to ask and to try to obtain helpful information in order to take their decision, even with the risk of an increasing of the costs for the involved services. The manager is permanently searching for information obtained from all the contacts that could affect the performances and the scopes of his activity. The necessary information come from two main sources: internal sources and external sources, and each of them can contain financial or non financial information. So, the internal sources used in the managerial analysis can be: accounts; balances; statistics regarding the production; data's regarding the market; prices and customers; reports regarding the prices, expenses reports, incomes; analysis and evaluations of the entity products; reports that contain economical - financial indicators; budgets, board table, score table; reports of the medium; audit reports, etc.; reports of the conferences, seminaries, emporium etc. On the other side, the external sources used in managerial decisions can be: the conjuncture of intern and international market; the rate of the inflation and the interest rate; the performance of the concurrent; technical progress; economic publication; business meetings; the market place, conferences; annual statistics; data’s and information obtained from the chamber of commerce and the professional partnership; potential partners; data’s and information obtained from the international financial organizations, economical organizations; goods organizations; commercial organizations, professional organizations and for the man power; institutes for research and investigation, public and private; Internet. 

The decisional role of the manager consists in using this information, contacts and relations, with the scope of capitalization of the resources (limited), in solving conflict situations and in initiating solutions for the issues that he has to solve. Once the decision is taken by the manager, it has to be communicated in a clear manner to all the other factors. Related to the decisions the manager has to identify and to initiate the changes, so solve the allocation of the resources, the manipulation of the perturbations and also this accomplishes the negotiator role. The decisional processes which are developing today at entity level are characterized by an evolution in opposition of two of their principal elements: the timing and respective the volume of processed information.To have as a result a well built decision on a good seasonable basis, any decisional process has to make an acquisition, to process and to interpret a growing volume of information, in the shortest time possible. The accounting information and not only, are the foundation of a decision. The accountant establishes the accounts and the report’s format, so that they can satisfy the necessities of information for all the interested parts. It is important that managers know what information they need, to obtain these information regularly and to absorb systematically the information in the taking the decision process. The quality of the accounting – evidence, which contains an important volume of information, constitutes one of the key elements that condition the efficacy of   the managerial process and first of all of the decisional process. So that the information can be used by an entity, it has to meet the following conditions: to answer as fast as possible to the changes of the competition conditions, in this way the new opportunities can be exploited faster and the vulnerable competition can be reduced; to increase the efficiency and the internal productivity of the entity emphasizing the managers productivity; this presumes a better coordination of the functional elements of the entity; to improve the creativity and the productivity of the one who takes the decision and at group level in the organization, this presumes the ensuring of the right tools to gather correct information in real time, the improvement of analyzing information and the decision quality and dispatch, the assistance and the monitoring of implementing the management decisions and actions.

The financial accounting reports are the path used by economists, accountants, etc. to transfer information about the financial performances of a business, both to the managers and the external users that use the information. The manager’s mission is to aim the resources and the society actions to achieving significant results from an economic point of view. Each manager has a set of tools (techniques / methods) to assist the decisional process. Managers are interested in financial reports and optimization suggestions, to use them as support information in substantiation of the decisions they have to take. The ideal solution for managers represents an informational program which can process the data from the accounting so that they can offer daily updated information, an accounting system for managers, which supposes that all the accounting information is transposed in specific reports to the internal demand of management. The accounting department has the role to represent the support of economic and financial decisions taken for the optimal display of the specific entity activities. In the last period a big importance is acquired also by the non – financial factors as: the quality of the strategy, innovation capacity, the capacity of keeping the talented collaborators, the market place, and experience in leadership, the quality of the main processes displayed by the entity. From the studies realized by the specialists in financial domain, the result was the following advantages of the accounting information, reporting to other sources of information:  
-The accounting information contain variables of direct interest for different groups of users;

-The accounting information presents a high degree of credibility compared to the other sources. The credibility of the accounting information is a consequence of the intervening of the listener whom role is to certify the annual financial positions;

-The financial information is easy to understand for all the users that have knowledge in the financial accounting domain. This is possible due to the fact that the production and the presentation of the financial – accounting information have as basis principles and rules that are relatively equal; 

-The accounting information has a lower cost than the other sources of information. While the companies do not request a price to the external users for the supply of the synthesis documents, most of the external agencies establish a fee for the access to the available databases.  

-The demand of accounting information has continuously changed the sphere of interest; in the present it modifies more and more the spectrum of the events and facts that are expressing and of their predictable evolution, the prior needs of the users have the answer rather in the future monetary fluxes then in the accounting profile of that period.

-The elaboration of some correct decisions that correspond to the reality and to contribute at the multiple and complex issues of the economic – financial activity depends of the quality and quantity of information furnished by the economic financial system. The information furnished by the economic informational accounting subsystem have a very important role, because, through its significance, the accounting information is exact, complete and not interrupted, it characterizes the size and the value of the tides which arise in the social reproduction, both at microeconomic level and macroeconomic level. 
In this sense the objectives of the informational subsystem vise:

( establishing the way of obtaining the necessary funds for the display of the activity and the usage of them;

( preparing the financial situations;

( the communication of the result to the public;

( obtaining statistic information from the outside.

The value of information depends of the impact on the further decisions, wherefrom a big degree of subjectivism results in interpreting and using it. In the determination of the value of an information, there has to be analyzed who the user of the information is and what the purpose is for which the information is used. In choosing the information sources costs represent an important element.
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Abstract: In a business world where corporate sustainability has become the primary concern significant efforts are made to search for those factors that can lead to sustained business performance. This paper credits the view that thinking in terms of the ” triple bottom line” rather than short term financial performance is the way to building a strategy for sustainability. The managerial perspective on how to progress towards the triple bottom line performance is presented by contrasting various approaches. The alternative perspective of the investors is then discussed in terms of how sustainability is assessed and ranked by several indexes related to the capital markets. The paper concludes that the sustainable corporation emerges from a strategic response to the continuously changing environment by which business competitiveness, the necessary condition, needs to be complemented by proper consideration given to relevant stakeholders.    
Key words: sustainable corporation, triple bottom line, sustainable investment   
1. INTRODUCTION
While 20 years ago the major concern in business was the management of global supply chains and ten years down the road electronic commerce topped the opportunities and threats analyses, today business leaders address primarily the issue of business sustainability and its implications for corporations.  A sustainable corporation is one that is capable to prosper, to be successful in the long run, by developing well defined business objectives, that are credible and energizing, and intertwined with positive environmental and community related goals (Cândea, 2006). We define sustainability in business as the capacity of rewarding shareholders with a satisfactory return on the invested capital with no time limit in view (Cândea, 2007). The concept of sustainable corporation emerged out of the concerns of company managers’ for developing and maintaining a profitable state of affairs for their businesses over an indefinitely long time under conditions of swift changes in the business environment, competitive rivalry and the pressures exerted by society as a result of increased awareness about the limits of the natural environment. From the managerial perspective there are five approaches to the concept: sustainable development, environmental management, stakeholder theory, corporate social responsibility and corporate accountability. From the investors’ perspective there is an interest in assessing companies’ prospects for providing a long lasting profitability, which interest generated a number of initiatives to develop guidelines for directing investments. We selected four stock exchange indexes that are based on complex analyses of sustainability factors: Dow Jones Sustainability Indexes, FTSE4Good Index Series, Ethibel Sustainability Index, and Domini 400 Social Index.This paper addresses corporate sustainability from both perspectives with the purpose of finding ways to develop strategies for sustainability.   
2. CORPORATE SUSTAINABILITY FROM THE MANAGERIAL PERSPECTIVE

Sustainable development was defined by the Brundtland Report (UNCWED, 1987) as the development that “meets the needs of the present without compromising the ability of future generations to meet their own needs”, a development described as a “process of change in which the exploitation of resources, the direction of investments, the orientation of technological development, and institutional change are made consistent with future as well as present needs”.The report credits corporations in particular and the business world in general for their role in economic development but emphasizes the necessity that they become proactive in balancing the economic purposes with social equity and environmental goals. One reason is that, on one hand, companies bear a significant responsibility for the present social and environmental problems and, on the other hand, they have the necessary resources to contribute to the resolution of the difficulties confronting the human society. The sustainable development concept defines the major directions to be followed if companies are to move towards sustainability: economic performance, environmental protection and consideration for social impacts. Sustainable development is a society’s desideratum towards which corporations, governments and the civil society have to work together. 
Environmental management aims at integrating environmental protection in all management functions for combined economic and environmental performance. Environmental management contributes to corporate sustainability by advancing arguments in favor of incorporating environmental issues in the general business strategy as well as by providing systems to accomplish that.

The stakeholder model is yet another approach to company sustainability. Freeman suggests the need to revise the standard owner – manager – employee model by recognizing the role of other stakeholders, defined as persons or groups that affect or can be affected by a company’s operations (Freeman, 1984). Relations based on trust, respect and collaboration with those stakeholders uphold the achievement of a company’s objectives in the long run. Thus this model provides a framework for the actions a corporation has to undertake in its pursuit of sustainability provided it has identified the relevant stakeholders. 


The social responsibility of businessmen notion (Bowen, 1953) brings a contribution to implementing the concept of sustainable company. Bowen defines social responsibility as “the obligation of businessmen to pursue those policies, to make those decisions, or to follow those lines of action which are desirable in terms of objectives and values of our society”. Publication of Bowen’s book sparked debates with arguments ranging between two extremes: one is represented by Milton Friedman’s contention that the only social responsibility of a firm is to increase its profits (Friedman, 1970) while the other is reflected in the opinion that companies are responsible to the society because they are an integral part of it and function due to the public consent and license to operate (Van Merrewijk, 2002). In between there is a wide variety of viewpoints such as the four kinds of business responsibilities: economic, legal, ethical and philanthropic (Cuc, 2008). The economic responsibility is to shareholders and society for generating profits and economic growth. The legal responsibilities regard the obligations to keep all economic activities within the boundaries of laws and rules. The ethical responsibilities require observance of human rights in all company’s relations with its employees, customers, local community, etc. The philanthropic responsibilities refer to voluntary actions to benefit the community in which the company operates.The corporate social responsibility enriches the concept of corporate sustainability by advancing ethical arguments to be embedded in the sustainability strategy.

Corporate accountability regards the obligation of companies to report, explain and justify its actions to shareholders and control authorities as well as to other stakeholders. As a result of their current operations corporations conclude contracts (implicitly or explicitly) with a number of stakeholders. On the basis of those contracts corporations are held accountable (Wilson, 2003). In this context company sustainability is related to the need for transparency that is achieved by various types of reporting. If corporate accountability is assumed companies have to report on their social and environmental performance besides making their financial reports public (the triple bottom line reporting).

In closing this section we would like to draw the line between corporate accountability and corporate responsibility. Accountability is an obligation that derives from some formal decision, law, or the like, by a legislature, court or other authority. Corporate accountability results in abiding by the law. Responsibility is a voluntary undertaking based on moral principles. Corporate social responsibility consists of voluntary actions beyond legal provisions as a result of considering the interest of society.

3. CORPORATE SUSTAINABILITY IN THE VIEW OF THE INVESTORS IN CAPITAL MARKETS

Given that economic, social and environmental considerations are factored in when managing for business sustainability, it is to be expected those issues are also relevant to investing in corporate stock.The tactics of selecting companies that are recommended to investors changed with time, which reflects how the concept of long term company profitability evolved in the business world. One way to selecting is by negative screening, which is based on ethical criteria like excluding from the recommendation corporations with controversial activities, i.e., deriving income over a certain threshold from such industries as tobacco, armament, nuclear energy, alcohol etc. The positive screening proceeds from a primary evaluation of the financial performance of companies listed on the stock exchange complemented by an analysis that factors in social, environmental and corporate governance considerations. The strategic evaluation is founded on how well a company’s general strategy incorporates the issues of sustainability, with the evaluation being conducted in view of the triple bottom line. In what follows we will review briefly a few of the stock exchange indexes that are used today in guiding investment decisions.One of early initiatives (1999) was by the Swiss Sustainable Asset Management Group (SAM) together with Dow Jones & Company. They developed a set of stock indexes The Dow Jones Sustainability Indexes following the positive screening approach. The indexes are based on the Dow Jones indexes for an initial selection of companies on financial grounds. The resulting list is then evaluated using a complex system of weighted criteria that take into account the quality of the strategy and management of the corporations, having in view how the opportunities and risks deriving from economic, environmental and social developments are managed. The final selection is intended to be of assistance to investors who aim at increased long term shareholder value. A project of the London stock exchange resulted in the launching of the FTSE4Good Index Series created to meet the growing worldwide interest in socially responsible investments. The indexes have the declared purpose to measure the performance of companies that meet globally recognized corporate responsibility standards, and to facilitate investment in those companies. Companies are evaluated in three areas: environmental protection, social related issues, and relations with stakeholders. All companies that qualify are then ranked on the basis of financial criteria. We observe that the FTSE4Good Index Series stresses on socially responsible investments rather than sustainable businesses.Ethibel Sustainability Index (ESI) consists of a set of indexes developed by positive screening by a Belgian organization together with Standard & Poor’s, in accordance with the sectoral weights of S&P Global 1200 indexes. Openness, transparency and respect for the legal framework found a minimum of criteria for considering corporations in the selection. Capital market related criteria (such as market cap and free float) are also part of the evaluation methodology.The Domini 400 Social Index was developed by the KLD Research & Analytics, Inc. consulting company and includes 400 corporations selected by monitoring the performance of American corporations filtered by successive evaluations especially on social responsibility criteria. The methodology combines negative screening, by excluding companies with controversial activities and companies that do not meet financial screens requirements, followed by positive screening with criteria regarding the environment, the relations with employees and the community, corporate governance, the quality and safety of products. The financial dimension favors corporations with a large market cap as the index is weighted with the market capitalization. The result is that the index may contain companies with large market caps but with lower scores for social policies. We observe that the indexes currently used in the assessment of business sustainability manifest significant differences in terminology, in the type, grouping and titles of the criteria used for screening, although they all address the same areas key to sustainability: economic, social and environmental. This questions their effectiveness in pursuing the declared purpose. There is also an antagonism built in the methodology: although what is evaluated is business sustainability, the indexes are developed to serve investors, who in their majority are interested in short to medium term financial returns. Consequently the company’s current financial condition (e.g., liquidity, market cap) tends to significantly influence the ranking. Smaller corporations with excellent sustainability strategies can miss the ranking because of financial considerations. Besides, the indexes in use are static, which makes monitoring of the dynamics of a company’s prospects for sustainability hard.   
4. CONCLUSIONS: CORPORATE SUSTAINABILITY FROM A STRATEGIC PERSPECTIVE

The strategic management discipline has always been concerned with how to achieve sustainable competitive advantage (as different from contestable advantage). The “standard” approach is to develop and implement a market targeted strategy based on unique capabilities that are hard to imitate or substitute by the competition. Two schools of thought have contributed to determining the sources of sustainable advantage. One of them founds competitive advantage on the capability of the firm to be “different” from its competitors by taking a proper position in the market and aligning its resources adequately (Porter, 1996). The other school advances the core competences of the firm as the source of sustainable competitive advantage, which allow it to capitalize on unanticipated opportunities (Prahalad and Hamel, 1990). Both approaches are concerned with how to best deal with the forces of the market and gain the upper hand. Corporate sustainability may be regarded as a new managerial paradigm that expands the sustainable competitive advantage concept. While “standard” strategic management considers explicitly only the economic pillar of the sustainable development concept, the sustainable corporation concept requires recognition of the fact that superior economic performance derived from a competitive strategy represents just the necessary condition. For long term company prosperity another kind of strategy is called for in which explicit consideration of social and environmental determinants of success must be allowed for along with market related concerns. The “standard” bottom line of financial performance is replaced by the triple bottom line that combines economic, social and environmental results of a company’s operations. A consensus is emerging  about the necessity to redirect business strategy conception towards satisfying the triple bottom line (Elkington, 1994). The result should be a strategy for business sustainability. Important steps have been made towards that goal. Strategic thinking has evolved from including environmental protection concerns in a firm’s strategy (Hart, 1997), to deriving competitiveness from speedy innovation in environmental matters in order to draw economies from the activities along the value chain (Porter and den Linde, 1999), to making social investments in the competitive context (Porter and Kramer, 2002), creating “shared value” by social responsibility actions (Porter and Kramer, 2006), and developing strategies oriented to the bottom of the socio-economic pyramid (Prahalad and Hammond, 2002). The new paradigm of corporate sustainability requires broader visions with allowance for longer time horizons over which action programs, impacts and risks are considered. Sustainability strategies must incorporate concerns for a wider spectrum of stakeholders. Since a company has many stakeholders and would be impossible to satisfy all demands, stakeholders and associated concerns should be carefully selected for incorporation in a company’s general strategy, by criteria of relevance to the long term interest of the corporation. In fact, strategy is basically about choice! Obviously such a proposition is not easy to implement but neither all companies have been or will be successful. Companies capable of building proactive strategies based on blending business interests with relevant stakeholders’ interests will set themselves apart from competitors and will greatly enhance their prospects for sustainability.
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DEVELOPING SUSTAINABLE TOURISM IN RETEZAT NATIONAL PARK
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Abstract:  In protected area regions, a sustainable tourism matched to the special conditions, is regarded today as a necessary part of a matching regional development. Tourism is an opportunity for protected areas only if net benefits for nature protection and local communities can be guaranteed. Sustainable tourism should maintain a high level of tourist satisfaction and ensure a meaningful experience for tourists visiting national parks. It should raise their awareness about sustainability issues at the park and regional level and promote sustainable tourism practices to visitors and tourism suppliers. Sustainability becomes an important factor of decision making for nature-based tourism destinations, such as Romania’s protected areas. The study focuses on sustainable tourism practices in Retezat National Park, Romania’s oldest protected area and a well-known mountain destination. It also outlines the influence of the PAN Parks membership and the objectives included in the Sustainable Tourism Development Strategy: the ones which have already been achieved but also the ones which still have to be met. The analysis reveals that the destination must be positioned as one that reflects the highest sustainable tourism principles and practices, both within and beyond the park boundaries. 
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1. INTRODUCTION 
Tourism offers a privileged means of raising environmental awareness among the general public. It also represents a valuable opportunity to support traditional economic activities and to improve the quality of life. In order to meet the needs of the protected areas as well as the expectations of visitors, it is essential that tourism preserve the environment on which its activity is based (http://www.europarc.org/european-charter.org/Documents/charter_full_text.pdf, accessed 2007).  Tourism and biodiversity have a strong relationship that can be both positive and negative. Tourism can degrade natural areas, but can also be a reason to protect nature and culture. It can fund nature management and give nature a direct economic value, providing an incentive for local inhabitants and governments to protect nature. The importance of tourism is increasing, as tourism is now the largest economic sector in the world, and it is still growing (Schelhaas, 2004). Travel to protected areas is increasing, both because of the overall expansion of tourism and development of international transport networks, and because of the growing interest amongst tourists in learning more about the natural and cultural heritage of the destinations they visit. Protected areas can benefit from tourism in several ways:
Additional funds for conservation can be generated from tourism; this is important, as many protected areas face serious financial constraints. By raising awareness amongst visitors and raising the profile of the protected area at the local and national level, tourism can help promote conservation of the site.

By providing alternative income opportunities for people living in and around the protected area, tourism may help to reduce unsustainable exploitation of natural resources and promote conservation awareness within local communities. By establishing closer links with the tourism sector, protected areas staff can learn the realities of tourist demands and more effectively meet the requirements of tourism companies; these relationships can also encourage a greater understanding of conservation priorities amongst tourism companies. Biodiversity in Romania is under serious threat from unsustainable exploitation, pollution and land-use changes. Continued uncontrolled investments in the nature tourism sector will have serious negative impacts on biodiversity. However, sustainable tourism is one of the few potential sources of income that can be channelled towards conservation measures, benefit sharing and service-based industries.  For many biodiversity hotspots in Romania, which do not have formal legal protection or are poorly enforced, accredited, well-managed sustainable tourism programs can help to convince communities to realize that tourism can also serve as a stop-gap measure for the local economy until legal protection is recognized and enforced. 

2. TOURISM DEVELOPMENT IN RETEZAT NATIONAL PARK
Retezat National Park and the surrounding region, including the gateway community of Hateg, could potentially become a premier tourism destination in Romania. The national park, with its pristine wilderness, spectacular alpine and sub-alpine landscapes, and rich variety of fauna and flora (including over 1/3rd of the entire flora in Romania), offers an exceptional resource mix that can contribute to the successful long-term tourism development of this area (Van den Bergh, Kujis, 2006). Retezat National Park visitation is very low compared to most national parks in Europe. It currently receives only 10,000 visitors per year, and consequently makes only a modest contribution to the regional economy; most visitors (80%) are Romanian; the majority of international visitors to RNP are from Hungary and the Czech Republic (MacGregor, Blumer, 2006). These foreign visitors tend to spend 3- 4 days hiking in the park, but because they use relatively few local goods and services, they have little economic impact on the region. The most promising market segments for Retezat National Park and the surrounding region include ecotourists, geotourists, adventure travelers, cultural heritage tourists, as well as scientific and educational travelers. Romanian families and study groups also hold high potential and should be among the targeted segments. In order to achieve its development goals, the region must position itself as a destination that can satisfy the specific interests and desires of these market segments.

The Retezat Mountains offer one of the most spectacular landscapes in Romania and hold enormous potential for the development of both national and international tourism. The park is surrounded by adequate infrastructure which provides access to the perimeter of the protected area, as well as relatively easy access to the centre of the park itself. Furthermore, there are several tourism suppliers who have recently recognised the importance of the National Park as an attraction that can provide a focus to their business activities. For the most part, these operations offer lodging and limited guide services into the park.  But they can also be a strong voice for park development and environmental protection. To solidify their interest in the appropriate development of park resources, several have joined the PAN Park Group, thus assuring that the park will play an important role as an economic catalyst for the region. Since 2004 Retezat National Park is a member of PAN Park network. WWF, the conservation organization founded PAN Parks in partnership with the Dutch leisure company Molecaten in 1997.  The PAN (Protected Area Network) Parks Foundation is a non-profit organization which aims to increase effectiveness of protected area management, and also to enhance the image and the recognition of Europe’s diverse nature. The Foundation creates a network based on synergy between outstanding nature conservation and tourism on a European level. The PAN Parks Foundation connects certified partners through its quality brand, and helps to improve the management of protected areas by utilizing and implementing the following essential goals:
· To ensure the long-term survival of pristine nature while encouraging local communities to flourish,

· To promote wilderness management in protected areas in Europe,

· To facilitate sustainable tourism development in and around these protected areas,

· To increase knowledge of and pride in Europe’s nature. 

PAN Parks is the world's first operational, third-party certification system under WCPA (World Commission on Protected Areas) Framework for Management Effectiveness.  A park becomes certified following verification which is carried out by a team of independent experts, in accord with PAN Parks Principles, Criteria & Indicators (P&C). The P&C form the core of the PAN Parks project. There are five PAN Parks principles; covering relevant environmental, social, economic and cultural aspects. They ensure high standards of management for both conservation and sustainable development. Principles allow for objective verification and transparency. Verification is carried out by teams of independent experts according to the Verification Manual. The verification procedure can be divided into three phases: verification of the protected area, its Sustainable Tourism Strategy and the local business partners. The Sustainable Tourism Development Strategy forms the fourth principle of PAN Parks Principles and Criteria. It provides a framework through which a symbiosis can be achieved between nature conservation and nature-based tourism (Kun, 2007). It aims to increase both the quality of tourism products and the quality of the visitor experience as well as the sustainable use of natural resources on which the tourism products and facilities are based.

3. SUSTAINABLE TOURISM STRATEGIES

Sustainable tourism can make a substantial contribution to the development of the Retezat region. In order to achieve its full potential it must (MacGregor, Blumer, 2006):

1. Make optimal use of the unique mountain environmental resources that constitute the central attraction in tourism development, maintaining essential ecological processes and helping to conserve natural heritage and biodiversity of the National Park.

2. Respect the socio-cultural authenticity of the surrounding communities, particularly these that serve as hosts and service centers for the park.  It must conserve the community’s cultural heritage and traditional values, and contribute to inter-cultural understanding and tolerance.

3. Ensure viable, long-term economic operations, providing socio-economic benefits to all stakeholders that are fairly distributed, including stable employment and income-earning opportunities and social services to host communities, and contributing to poverty alleviation.

Sustainable tourism development requires the informed participation of all relevant stakeholders, an engaged park administration and strong political leadership (particularly at the county level) to ensure wide participation and consensus building. To achieve sustainable tourism for Retezat, the PAN Park Group and Park Administration must embark on a continuous process that will require on-going monitoring of visitor impacts and introducing the necessary preventive and/or corrective measures whenever necessary. Sustainable tourism should also maintain a high level of tourist satisfaction and ensure a meaningful park experience for the tourists. It should raise their awareness about sustainability issues at the park and regional level and promote sustainable tourism practices to visitors and tourism suppliers. The PAN Parks certification of Retezat included the necessity of a Sustainable Tourism Development Strategy which was finished in 2007. This strategy was set up for 5 years (2007-2011) and included the creation of a local NGO that could implement and monitor the strategy. This NGO responsible for sustainable tourism development in the area – Retezat Association for Tourism was created in 2007 and includes local tourism businesses and stakeholders who want to promote the ecotourism and PAN Parks principles in Retezat National Park and the surrounding area (Hategului Country). Some of the objectives included in the Sustainable Tourism Development Strategy have been achieved:

·  Retezat Association for Tourism,

·  The improvement of Nucsoara visitor centre,

·  The certification of local guesthouses, both from PAN Parks and The Association of Ecotourism in Romania,

·  The inclusion of other territories in the Park’s Tourism development Strategy: The Dinosaurs

Geopark and Hategului Country.

An important step towards sustainable tourism development in Retezat National Park was made at the beginning of 2008 when 8 guesthouses in the area gained a double certification: the eco-certificate given by the Association of Ecotourism in Romania and the certificate from PAN Parks acknowledging their eco-friendly status. These guesthouses are now promoted both on the website of the Association of Ecotourism in Romania (www.eco-romania.com), on the park’s website (www.retezat.ro) and on the PAN Parks website (www.panparks.org).
There are however some objectives that must be achieved till 2011:

· Development of a trail network that considers different uses such as wildlife viewing, mountain biking, hut-to-hut hiking, climbing, etc. 

· Familiarization Tours for domestic and international turoperators
· The development of specific itineraries for wildlife viewing, hiking, bird watching, botany tours, cycling and mountain biking

· Training workshops for local tourism providers

· Specialty guide training (Carpathian Ecology and Biodiversity, Transylvanian history, local heritage and architecture)

· Set up a mechanism for obtaining regular feedback from businesses on level of performance and general views about the destination and visitor markets.

· Monitor the impact on the local economy by collecting information on levels of spending by visitors and the amount of employment in tourism.

· Seek for feedback from the local community, such as through regular open meetings and contact with community organisations.
· Maintain a check on possible environmental impacts, through observation, maintaining a record of development, seeking views of visitors and residents and checking pollution levels.

Developing a sustainable tourism industry will require the private sector, in partnership with the park administration, to successfully integrate the surrounding historic, cultural, and community resources with the natural resources of the park into a cohesive tourism product. 

4. CONCLUSIONS

Tourism trends in Romania and Western Europe suggest that the demand for the type of wilderness experiences and outdoor activities offered in Retezat National Park, along with the rich cultural heritage of the surrounding region, could double tourist arrivals within the next five years. However, increasing visitation will require a robust development plan and a targeted marketing campaign to attract those segments of the tourist market that can build a sustainable industry over the next decade. It is also critical that the destination be positioned as one that reflects the highest sustainable tourism principles and practices, both within and beyond the park boundaries. 
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AN INVESTIGATION INTO THE BRANDING ACTIVITIES OF SME’s
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Abstract: The aim of this paper is to gain a greater insight into the branding activities of small and medium sized enterprises (SME’s) within the NorthWest of Ireland. A brand plays an important role in instilling and evoking emotions and feelings towards that product or service and the organization. However, the majority of SMEs find it difficult to execute a branding strategy. Qualitative research was carried out to explore the current branding activities of SMEs and to discuss impediments to executing a successful branding strategy. The research found that SME’s use a form of branding which is best suited to their specific circumstances, namely the resources, time and expertise at their disposal. Branding in SME’s is not a stand alone marketing activity, more it is integrated with other SME marketing activities, such as provision of a personalised service and value added initiatives. Value is being added at various stages during the exchange process; however there are no strategies in place to ensure value is consistently created. The level of differentiation achieved by SME’s is not at an advanced stage; however efforts are being made to create an element of differentiation as its importance is regognised. Appreciation of the benefits of branding is dependent on the owner/mangers level of marketing expertise. This research indicates that the assistance of support agencies would enable SMEs to execute more efficient branding strategies.
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1. INTRODUCTION

According to Keller (2003) branding is used as a means to distinguish the goods of one producer from those of another. It is a combination of an effective product, and a distinct identity that stands out and adds values that the customer can immediately identify with (Doyle, 1998). Doyle (1998) outlines numerous advantages of branding, including the increase in power to demand premium prices and increase market share, the possibility of stable earnings and the distinguishing of products and positioning relative to competitors. Problems facing SMEs conducting branding are mainly capacity and budgets (Krake, 2005). Constraints for SMEs include limited resources including time, finance and marketing knowledge. In addition SMEs have often a limited impact on the marketplace (Carson, 1990).  Krake (2005) highlights two pillars which marketing strategy is based on: differentiation and added value. It has been suggested that those companies involving themselves in these activities will enjoy significant advantages over those that do not (Kohl and Stephens, 1997; Randall, 1997).

There are four main branding tools for SMEs; networking, reputation building, leadership and identity. Fill (2005) describes networks as relationships that are characterised by organisations who choose to coordinate their activities in such a way that their individual goals are achieved, but not necessarily at the expense of other organisations. Reputation refers to judgments about an organisation’s qualities, trustworthiness and reliability built up over time (Fombrun and Van Riel, 2004). Organisational identity can be explained as an objective, aim, vision and coagulate, embodied in logos and symbols (Abimbola and Kocak, 2007). While leadership is discussed by many authors, including Balmer and Gray (2003) and Vallaster and De Chernatony (2005) who discuss the role of leaders in successful branding initiatives as having the responsibility for coherently defining the brand identity. They mediate between the organisational structure and individuals working with it. It appears that the level of branding activities in SMEs is somewhat low. Few small businesses follow a reputation-building strategy (Golberg et al., 2003). However SME’s are beginning to realise that building strong brands and reputations are as important to their ability to appropriate profitable gains from their enterprises as innovativeness, creativity and agility are to their competitiveness (Abimbola and Kocak, 2007).

RESEARCH METHODOLOGY

The research undertaken aimed to gain a greater insight into the branding activities of small and medium sized enterprises (SMEs) within the NorthWest of Ireland. The objectives of the research were to discover the extent to which SME’s utilise branding tools to remain competitive within their market, to ascertain if branding activities are integrated within the business and to explore the perceived benefits of, and barriers to, branding. In addition, the research sought to explore the importance placed on differentiation and value adding in the long term brand strategy of the organisation.

Exploratory research techniques were employed in order to seek new insights and to ask questions so as to assess the phenomena in a new light (Robson, 2002). In depth interviews were carried out with 11 companies in the four prominent industry sectors (retail, services, manufacturing and construction) within the NorthWest of Ireland in order to achieve more depth, context and flexibility in responses (Cassell and Syman, 2004). Depth interviews have been used in a number of similar studies as they allowed for closer access to the realities for SMEs and collection of rich data within a manageable process (Kruger and Casey, 2001; Ojasalo et al. 2008). A sample size of at least ten was desirable as this size has been used for similar branding studies (Stokes and Bergin, 2006 (8); Wong and Merrilees, 2005 (8)).

FINDINGS


Out of the 11 respondents 9 formally attached a brand to their product, each at varying degrees of integration.

Benefits of, and barriers to, branding activities 

Benefits of branding were realized among the respondents. 5 respondents noted that branding allowed the company to develop and portray a personality and identity. 4 discussed how the credibility of the company is greatly increased if branded properly while 3 noted sales as a benefit. In addition, 2 respondents outlined that referrals were a direct result of having a brand. Individual respondents also discussed the fact that branding creates heightened awareness, and that positive word of mouth was a result of the existence of a brand. To some extent these findings are in agreement with Doyle’s (1998) description of the benefits of branding, namely the ability to attain premium prices and increase market share as well as distinguishing the products and services from that of another competitors.  Respondents discussed the perceived challenges of branding. Some suggestions as to how the respondents would overcome these barriers were also uncovered. Krake (2005) identified the problems facing SMEs conducting branding as capacity and budgets. Simpson, Padmore and Taylor (2005) found that SME owners are not marketing specialists and marketing theories that are complex may not be appropriate for SME’s. Time to invest in branding was identified as a major limitation as it was discussed by 7 respondents. In addition over half of the owner/managers (6) felt the level of marketing expertise that they behold is not advanced enough to allow for branding activities to be integrated into their strategy. Alongside this, 5 respondents discussed financial constraints as being a key factor impacting effective branding. More promisingly, 2 respondents did not accept that any barriers to effective branding existed and cited the mindset of the owner/ manager as being pivotal to success.

Branding Strategy and Branding Tools for SMEs

Exploration of the two main pillars of branding as identified by Krake (2005) namely differentiation and added value, yielded promising results. All respondents (11) believed that they produced a differentiated product or service, however the level of differentiation created by the companies was varying and sporadic in places. Differentiation was desired but not always fully achieved. One respondent mentioned that while they identified how they were different, this was not always communicated through the various forms of media.  This in turn can lead to confusion with regard to the customers’ perception of what they do. ‘We are competitive on price however the message we send out is not always consistent, we have no budget so therefore the message of competitive price is not continuously communicated to the potential customer’. Out of the 11 respondents, 10 felt that value was being added to their product or service while 1 believed that they did not add value or need to add value. Respondents predominantly discussed how value needed to be added at the production stage and also at the sales and marketing stage of Porter’s model. Value adding was perceived as being important however some companies are not as articulate in describing exactly how they attach value. In some instances value is being added without the company actually being aware they are doing so, for example through providing superior customer service or a personalized service.

The findings on the usage of branding tools for SMEs appear to concur with the literature to some degree as just over half of respondents engaged in networking activities and provide strong leadership for branding initiatives. This is in agreement with Goldberg et al. (2003) who found that the level of branding activities within SMEs were somewhat low. However, on a more positive note this research has uncovered that the majority of the sample engage in a reputation building strategy and manage their organisation’s identity; this is in agreement with Abimbola and Kocak’s (2007) findings. Just over half of the respondents (6) used networking as a way of promoting their brand. ’Entering into Ernest and Young (The Entrepreneur Of The Year awards recognize the men and women who excel at growing and sustaining market-leading businesses) competition has boosted the recognisability of our brand significantly’, commented one respondent, whereas another noted the benefit of an affiliated government body, ‘we are in constant contact with the Construction Federation of Ireland (Construction Industry Federation (CIF) actively represents and serves over 3,000 members covering businesses in all areas of the Irish construction industry through a network)’. In addition, Enterprise Ireland (Enterprise Ireland is a government funded Business Support Agency responsible for the development and promotion of the indigenous business sector) was mentioned as a way of networking, by two respondents. 9 respondents believed they have a strong reputation in their marketplace. One respondent discussed how they developed their reputation and how this has impacted on their brand. ‘By acting professional, having a website, being contactable, delivering quality and constantly punching above our weight we have created a solid reputation, and this is now strongly incorporated in our brand’. Vallaster and De Chernatony (2005) discuss the necessity of strong leadership for effective branding, however SMEs do not seem to appreciate this at all times. Out of the 11 respondents 6 understood that a leader must exist for effective branding activities to be realized, while 5 respondents did not identify this as being a tool which enabled effective branding. Promisingly, only 1 of the respondents had not created an identity for their company.

CONCLUSIONS AND RECOMMENDATIONS

Depth interviews with 11 owner/managers yielded some very interesting findings. Branding activities, although being carried out are haphazard and generally not entrenched in the companies culture or mindset. SMEs should try to create a branding strategy for both the short and medium term so as to become more competitive within their industry. Efforts must be made to identify real and sustainable points of differentiation for SMEs to ensure that organizations retain their competitiveness. The realisation of the benefits of branding is dependent on the owner/manger’s level of marketing expertise. The advantages of credibility, increased sales, repeat sales and positive word of mouth were the most frequently discussed benefits throughout this research. Communicating such benefits to all SMEs through the local Business Support Agencies may lead to more SMEs investing in branding activities. The previously identified limitations which SME’s face, namely lack of resources, time and expertise were again confirmed. Aiming to develop a culture or a mindset amongst employees to foster a branding and marketing attitude may help overcome such limitations. Educating employees on basic branding activities, such as points of differentiation, might allow for a stronger and more positive mindset to emerge. In addition, attending seminars and engaging with Business Support Agencies may enable SMEs to gain access to specific marketing expertise which could result in a more coherent branding strategy.

The level of differentiation achieved by SME’s is not at an advanced stage; however there are efforts to create an element of differentiation as SMEs realise that this is a worthwhile activity. Value is being added at various stages in the organisations’ processes; however there are no strategies in place to ensure value is created. A more structured approach to value creation may be required to achieve the desired benefits. Models such as Porter’s (1985) value chain model could help SMEs more easily identify where they could add value. Branding tools suitable to SMEs’ constraints are employed to varying degrees, the most popular of which being firstly, a reputation building strategy and secondly, managing the organisation’s identity, indicating that SMEs so indeed engage in branding activities to some degree. Further research opportunities exist in the area of SME branding such opportunities include extensive in depth research in order to propose a distinct branding strategy for SMEs. 
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THE ANALYSIS OF ENTITY’S LIQUIDITY
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Abstract: The financial indicators are used in comparing risk and benefits of various entities in order for the investors and creditors to make efficient decisions as far as investments and crediting are concerned. Such decisions represent a vast field, starting with the evaluation of the changes occurred in the activity of the entity during time – for a certain investment – and ending with various comparisons between entities belonging to the same field, at a certain point.An important advantage of the indicators is that they can be used in comparing risk and benefit of companies of different sizes. The indicators may trace the frame of an entity, the economic characteristics and competitive strategies, and, not least, its operational, financial and investing characteristics. In practice, there are used four important categories of indicators that measure different aspects of risk and benefits, as follows: Indicators of activity analysis, that evaluate the incomes and profits generated by the assets of the entity; Indicators of liquidity analysis, that measure the capacity of an entity of honoring its financial obligations, using the financial resources that the entity has; Indicators of long term leverage and gearing analysis, that examine the structure of the entity’s capital and its capacity to cope with long-term debts; Indicators of probability analysis that stress the profit of the entity, as compared to the incomes and capital invested by the shareholders of the entity. These categories of indicators have to be seen in their connection and interdependence. For example, the profitability of the entity influences the leverage and gearing, and the degree of efficiency in using assets influences profitability. Thus, financial analysis is based upon the efficient use of several indicators, not only some of them. Thus, IAS 1 stipulates that societies have to make a difference between current assets and liabilities and long term ones, with the exception of the situation in which the presentation in the order of liquidities provides more credible or relevant information. An asset has to be classified as current when it satisfies one of the following conditions:

1. Is expected to be made or held for sale or consumption in the normal course of the exploiting cycle of the enterprise;

2. Is held, in principal, for the purpose of commercialization;

3. It is expected to be made in a 12 month period from the date of the balance;

4. represents cash or cash equivalents.

 Liabilities usually are presented in the balance according to their due time (payment time). According to IAS 1, a liability has to be classified as current when:

1. it is expected to be discounted in the normal course of the exploiting cycle of the enterprise; 

2. is eligible in a 12 month period from the date of the balance; 

3. is held, in principal, for the purpose of commercialization;

 The society has no irrevocable right to postpone the payment after 12 months from the balance date. In our opinion, in the analysis of liquidity, there have to be compared the cash resources of the entity with its (cash) obligations.

Key words: cash, enterprise, the financial indicators, the analysis of liquidity
1. INTRODUCTION 

On general meaning, financial liquidity and solvency represent the enterprise’s capacity on managing towards the falling due of payments. The liquidity aims the capacity of payment on short term, while solvency aims towards the coordinates on long term. As any other analysis based upon the information from Balance sheet and Account of profit and loss and the analysis of liquidity, by using the specific indicators of financial liquidity, the following have to be taken into consideration:

-On one hand, assuring the comparability of elements on financial position reflected by balance sheet, both in time and space. 

-On the other hand, the possibility of utilization measure existence of eventual techniques on creative accounting has to be also taken into account. 

After the precursory realization of these re-treatments of financial elements for an enterprise reflected by balance sheet structures, the financial analyst may pass from calculus of certain real indicators of liquidity and solvency, which might reflect the real level of liquidity that an enterprise has at certain moment. Within national and international economic literature, a diversity of opinions as concerns the definition of liquidity concept exists. Prof. Mihai Toma appreciates that “the financial liquidity is a component of the financial diagnosis of a trading company together with financial indebtness and profitableness“. The appreciation of global liquidity based upon balance sheet is made by Working capital and different liquidity and indebtness coefficients. Prof. Marin Toma and Marin Chivulescu agree that “liquidity’s indicators are part of the balance sheet structure category and measure the ability of an enterprise on honoring the obligations pn short term from current assets”. Ioan Bătrâncea appreciates that “financial liquidity represents a state of the financial equilibrium, which expresses the payment capacity on short term by synchronizing on time the financial exercise of the inputs and outputs of cash”.  The Englishmen economists J. Fred. Weston and E. Brigham agree that “liquidity represents the company’s situation as considering the point of view of cash and titles on liquid value towards the debts on short term, which reflect the company’s possibility on accomplishing the obligations that become falling due”. The IAS regulations foresee that financial liquidity refers to cash liquidness on near future after taking into consideration of the obligations related to this period. 

In our opinion, the financial liquidity represents that capacity of current assets elements on transforming into liquidities, in the view of managing   over the debts immediately falling due. The state of financial liquidity is influenced by a series of factors, such as:

· the swelling speed  of claims, which overpasses the swelling speed of debts

· the swelling speed of increasing stocks

· positive flows on cash on the activity of exploiting, investments and financing.
1.1 Analysis models for the financial liquidity 

Tough a complete analysis of financial liquidity needs using of budgets on cash, the analysis of this financial category can be done fast, by using the balance sheet structures. The main forms of financial liquidity are:

1. General liquidity

2. Intermediary liquidity

3. Effective liquidity

The general liquidity represents the capacity of current assets (ACR) on managing over the current debts of the enterprise (DCR). O.MF.P.no. 94/2001 names this rate “Current liquidity”

ACR = Ac + Cav

DCR = DTS + Vav, where 

-Ac represents the floating assets  

-Cav represents the outgoings beforehand 

-DTS represents the debts of the enterprise with falling due under 1 year 

-Vav represents the earnings beforehand 

The general liquidity is presented under two forms:

The general liquidity under absolute form (LG):

LG = ACR  -DCR  
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On absolute form, the general liquidity, as financial indicator, is identical with the Working capital of whose importance is relevant by both the calculus and presentation directly within balance sheet structures imposed by O.M.F.P. no. 94/2001 (at post E). 

The general liquidity on relative form (RLG):

RLG = 
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The installments of liquidity are generally installments of financial equilibrium, and this equilibrium doesn’t have to be regarded as static at certain moment of time, but in circulation. The installment of general liquidity would have to progress around the value of 200%, therefore within an interval of financial security of RLG 
[image: image12.wmf][

]

%

 

250

 

%,

 

150

Î

.

The intermediary liquidity emphasizes the capacity of current assets less than the stocks (having the quality of asset element the least liquid) of managing towards the current debts of the enterprise. And this is presented by two forms:

 The intermediary liquidity on absolute form (LI):

LI = (ACR-S)  -DCR  
[image: image13.wmf]ï

î

ï

í

ì

<

=

>

liquidity

ry 

intermedia

 

of

 

adverse

 

0,

liquidity

 

of

 

m

equilibriu

 

general

  

0,

liquidity

ry 

intermedia

 

of

 

excess

   

0,

   


Intermediary liquidity on relative form (RLG):

RLI=
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O.M.F.P. no. 1752/2005 names this indicator „Immediate liquidity” or „Acid test”. 

O.M.F.P. no. 596/1995 appreciates that rate of liquidity would have to progress within security financial interval of RLI 
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The effective liquidity measures the level where treasury covers the falling due debts. It is presented by two forms. 

The effective liquidity in absolute form (LE):

LE = TR  -DCR  
[image: image18.wmf]ï

î

ï

í

ì

<

=

>

easury 

deficit tr

 

0,

m

equilibriu

 

  treasury

0,

 treasury 

overweight

  

0,

   


 The effective liquidity in relative form (RLE):

RLE = 
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It is estimated a favorable level of liquidity between financial security interval of RLE 
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In order to identify the causes that modify the liquidity status, the analysis can be detailed within the process of decomposition over the economic phenomenon of factors, basing upon the model of effective liquidity such:
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where the explanation of factors (fractions) is the following:
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Basing upon the model presented above, a high level of real liquidity (effective) can be achieved in these conditions: 

-accelerating the swelling speed of the debts 

-increasing the profitableness of exploiting activity

-emphasizing the level of participation of assets to economical circuit

-majoring the weight of current assets within total of the asset

-increasing the weight of elements on cash and cash equivalent within the total of current assets of the enterprise. 
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STRUCTURAL EVOLUTIONS AT THE LEVEL OF THE AGGREGATE BALANCE SHEET OF THE CREDIT INSTITUTION FROM ROMANIA
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Abstract: In the financial system, the banks (credit institutions) play the role of impulses, in the manner in which the financial cash-flows are generated through banking operations, the funds generated being finally brought to the resources banking accounts. Inside the Romanian financial system, the banks have a dominant position (83, 8% from the total amount of financial actives), the other types of financial institutions, even though they’ve known a rapid growth during the past few years, and have only a relatively low market share. The dominant position of the banking sector in the monetary and financial system from Romania is explained throughout a series of factors like the insufficient growth of the capital markets, the heritage of the centralized planed economy, etc. The non-banking financial institutions involved in the lending activity is in full process of notification and inscribing in the BNR registers established by law. Even though the sources of financing are mostly banking ones, the activity of these institutions is not a source of potential systemic shock generator, due to the low heaviness in the system.The most faithful expression of the credit institution’s structures is the aggregate balance sheet. Even though it reflects a static image of the banks at a certain time (usually at the end of the year) one can establish a dynamic image throughout the presentation and comparison of the balance sheet for several consecutive years, aspect that will be reflected in this scientific intercession.
Key words:  Credit institutions, Balance sheet, non-banking financial institutions
INTRODUCTION

As it is known, the accountancy balance represents the main economic-financial source of information, a communication instrument, and being at the economic entity’s disposal, with a view to communicate with the external environment, a document of whom interpretation we can form an image over the entity’s functioning capacity, in conditions of a dynamic equilibrium. The economic information, a resource of essential importance both for the management and performers that carry out normal economic relations with the entity or even in competitive relations, accomplishes within the accountancy balance a natural function of  making evident and synthetic transmitting, but also a systematic function of coordinated and correlated  data and values a series of choices, sometimes of vital importance on improving the economic management, having repercussions over the economic results and auditing means. Because banks’ liabilities represent the source of sustainment of the banking assets we strated the analysis with this part of the balance sheet. The liabilities’ structure of the banking system is represented in table 1.
In the analyzed period the aggregated balance sheet liability has increased according to the tendency of the two components, and that is: internal liabilities drawn from residents under the form of deposits of non banking clients, transit amounts, interbanking liabilities and own funds; external liabilities drawn from non resident clients.Of the data analysis from table 1 can notice a decrease in the weight of internal liabilities in the total of the balance sheet liabilities in favor of the increase in weight of the external liabilities that enclose as component elements foreign currency deposits of non residents, foreign banks as well as financing received from foreign banks. The easy access of credit institutions with foreign shares to external financing sources has favored the maintenance of a relatively high rhythm in the increase of the banking system liabilities, for the year 2006, these one supporting the expansion of the nongovernmental credit. In the internal liabilities’ structure, who even if they have a descending evolution as weight in the total of liabilities, but in absolute value registering an increase from 33.125.012 in 2001 to 136.003.901 in 2006, one can see the domination of deposits attracted from the non banking system, especially companies and population as main source of financing for commercial banks. It is to be noticed that in comparison to the financing sources structure of the euro area banks that gain from the non banking clients 30% of the total of liabilities, the contribution of sources of this nature in the balance sheet of the Romanian banks is still high. The issuing of value titles used on a large scale in the euro zone as financing source, does not occupy an important place in the balance sheet liabilities, reflecting a market of internal obligations still under developed
Table 1. Banking system liabilities structure

	Indicator 
	Years 

	
	2001
	2002
	2003
	2004
	2005
	2006

	Internal liabilities out of which: 
	94,07%
	92,96%
	88,3%
	84,16%
	79,15%
	77,51%

	Deposits taken from the non banking segment, of which:
	70,4%
	71,69%
	68,28%
	64,93%
	61,13%
	58,13%

	- Public deposits (drawn from the governmental sector)
	3,7%
	3,07%
	3,04%
	2,56%
	3,6%
	3,09%

	- Deposits drawn from companies and population 
	66,7%
	68,62%
	65,24%
	62,37%
	57,53%
	55,04%

	Inter banking liabilities 
	3,73%
	3,28%
	2,93%
	3,0%
	2,46%
	3,56%

	Transit amounts 
	0,25%
	0,14%
	0,18%
	0,06%
	0,08%
	0,17%

	Own funds (capital and reserves)
	14,36%
	13,5%
	13,11%
	11,99%
	12,18%
	11,84%

	Other liabilities 
	5,33%
	4,36%
	3,80%
	4,18%
	3,31%
	3,81%

	External liabilities 
	5,93%
	7,04%
	11,70%
	15,84%
	20,85%
	22,49%


Source: Data calculated based on information received from the BNR monthly Bulletin on 31st of December 2006.

 Interbanking liabilities or resources drawn from the interbanking market had a descending evolution until 2005, after which has registered an increase in absolute size of 3.047.498 thousands of Ron in 2006 compared to 2005 as a result of the slowly reduction of the interest on the interbanking market (in the first part of 2007 reaching 7%). The tendency to decrease the size of the interbanking liabilities is the result of the development of commercial bank’s possibilities to appeal to the monetary market to cover the deficit or to capitalize the excess of liquidities. Public deposits for the total of the banking system have registered a decrease until 2004, and starting from 2005 one can see a slight increase, in 2006 reaching 3,09% of the total liabilities from the balance sheet. As for the own funds one can underline a descending tendency in the liabilities, from 15,27% in 2001 to 11,84% in 2006. The reduced weight of own funds is characteristic to banks in general. The position „Other liabilities” registers a decrease for the total of the banking system, the main component of this post being represented by the commissions constituted for the protection of assets. The extension of the commission system has had as result underlying the volume and the real quality of income producing activities and the highlight of the risk levels of banks. As for the transit amounts between banks, we can see that their were reduced slowly, from 0,3% to 0,17% in 2006 because of the introduction and training of the informatic systems within banks where daily electronic settlements can be done.   The definite elements of the structure for the aggregated balance sheet liability of the Romanian banks in the analysis period are: the predominance of sources belonging to resident non banking clientele; the increase in a rapid rhythm of the external liabilities as a result of an increased financing of bank activities on the loans contracted by banks and financial institutions from abroad; the restriction of the position of net creditor afferent to the operations developed by banks with non banking clientele on the basis of the accelerated increase rhythm of credits given to population;using a restricted range of financial instruments, compared to the banks from the European Union. Consequently, the availability and the deposits drawn from companies and population, as well as external funds represent the main financing sources of banks. These are redirection mainly under the form of non governmental credits, but there are sufficient liquidities under the form of value titles and interbanking placements. Analyzing the aggregated balance sheet asset one can take into consideration a series of aspects in its structure. The favorable economical climate has favored the maintenance of an annual increasing dynamic rhythm of assets in the banking system. The evolution of the two big assets group and their structure are presented in table 2.
Restructuring and consolidating the banking system, the diversification of the product and service portfolio offered to the credit institutions and the increase of the population’s buying power have favored the maintenance of a dynamic rhythm of the increase of the banking system’s assets during the six years of analysis.
Table. 2. Evolution and structure of assets in the Romanian banking system

	Indicator
	Years

	
	2001
	2002
	2003
	2004
	2005
	2006

	Internal assets, of which: 
	85,53%
	91,66%
	94,3%
	94,26%
	96,53%
	97,36%

	Fixed liabilities over the native non banking segment of which :
	44,37%
	46,54%
	53,76%
	48,13%
	48,53%
	54,77%

	Fixed liabilities over the governmental segment  (governmental credits)
	10,79%
	9,16%
	4,7%
	2,43%
	1,96%
	1,60%

	Fixed liabilities over corporations 
	31,28%
	33,0%
	36,87%
	32,70%
	30,20%
	30,79%

	Fixed liabilities over population
	2,30%
	4,38%
	12,19%
	13,00%
	16,37%
	22,38%

	Fixed liabilities over BNR and credit institutions (Interbanking assets)
	27,23%
	32,04%
	29,3%
	36,54%
	40,01%
	34,94%

	Other assets
	13,90
	13,08
	11,24
	9,59
	7,99
	7,65

	External assets
	14,47%
	8,34%
	5,70%
	5,74%
	3,47%
	2,64%


Source: Data calculated based on information received from the BNR monthly Bulletin on 31st of December 2006.

The predominance of the internal assets in bank’s balance sheet is a characteristic of the Romanian banking system. The most significant component of internal assets that concentrates more than half of the banking asset volume, (54,77% at the end of 2006) represents the fixed liabilities over the non banking native segment. The increase of weight of this component was totally determined by the expansion of the non governmental credit, especially of that for the population that still has a huge potential of increase, the level registered by it being under the one from the euro zone. As for the evolution of the non governmental credit, the decisive role in the expansion of the credit had the credit given to population, and this one did not occupy structurally the most important position. From the currency point of view at the end of 2006 the dominant was the credit in lei whose weight in the total of non governmental credits was situated at 53%, an in the total of internal assets at 28,20%.The solid dynamics of the credits in lei was possible thanks to a great demand for this type of credits, thus demonstrating the efficiency of the measures of monetary politics previously taken by the central bank. As for the structure on beneficiaries of the non governmental lei credit, the following aspects can be noticed :the importance of the credits given to the state system was decreased from 9,10% to 4,90% in favor of the credits given to the private system which, starting 2002, registers since 2002 a decrease, reaching 45,01% at the end of 2006 from 75,48% in 2001; the credits given to the population on total banks had an increasing evolution reaching 46,65% in 2006 compared to 13,92% in 2001 as a result of the credit policy relaxation and of the decrease of the interests starting 2004, as a result of the acceleration of the competition between the bank operators and the extension of the credit demands and the activation of the credit offers. The exposure of the bank system for the population increased within the last years in national currency and in foreign currency, the importance of the currency credits for the population reaching the level of 36,99% at the end of 2006 compared to 1,94% in 2001. The increase of the indebtness level of the population represents for the banks, the most visible vulnerability. The population is the sector that presents a higher currency risk as it raises loans in currency as it can be seen in tables 8 and 9 and obtains incomes mostly in national currency.The moderate evolution of the credits given to the companies resides from:The increase of their capacities to self finance thanks to the favorable macro economic environment;The increase of the financing through trade debts The restraints related to the participation to public auctions;The increase of the financing through foreign funds. The structure on terms of the credit given to the population reflects the increase tendency of the credits given on average and long term, reflecting the preference of the clients to contract loans for investments and buying long use goods. The importance of the debts on the governmental sector in active continued in 2006, the increasing trend reaching 1,6% in 2006 compared to 10,79% in 2001, as that year the Romanian state did not issue treasury certificates and the volume of the state obligations in currency from the banks’ balance of accounts decreased from 429,1 million RON in December 2005 to only 15,1 million RON at the end of December 2006. The volume of the state titles issuance deceased as a consequence of the constant decrease of the budget deficit but also because of the primary market restriction of these ones. Fixed liabilities over the credit institutions and central bank or interbanking assets were situated on an ascending curve, reaching the value in the total of the balance sheet assets (34,94% at the end of 2006) superior to that from the euro zone (30%). The predominance of placements in the central bank in the total of interbanking operations continues to represent a very important characteristic of the present banking segment. The main components of this category of placements have been represented by: availabilities in current accounts opened with credit institutions in order to constitute the minimum compulsory reserves but also the facilities offered by BNR (short term deposits and deposit certificates issued by the central bank) in order to absorb the excess of liquidity. Another important element is the external assets situated on a descending trend in the context of the fact that banks have orientated themselves towards the financing of the expansion of internal credit towards population. 

CONCLUSIONS

As a conclusion, although prudential measures have been maintained, and those of monetary policy have been hardened, the year 2006 implies an increase in the non governmental credit (until 53,17%  of the aggregated asset at the end of the month of December), especially of the one for the population. The latter, with a superior rhythm of increase, compared to the one from December 2005 has consolidated its third position in the banks’ asset , according to the fixed liabilities of the central bank and the credits given to companies. Among the factors that determine this evolution one can mention: the increased level of request; Increase of population’s income; favorable macroeconomical evolutions from the last years (economic increase, reduction of inflation, increase of the value of the national currency );the accentuation of the competition in the banking sector, with an impact on the reduction of interests both for foreign currency credits and for national currency credits, the presence of non-banking financial institutions has substantially contributed to the accentuation of the competition on the credit market. In the structure, it is possible that the significant evolution of the non guvernamental credit to be sustained also in the future, by the a more rapid developmnet of the credits’ weight offered to the population. Among the products assumed to be mostly used by the Romanian  banking section, we may mention: the credits aimed at achieving long utilization goods by the population;credit cards, considering the fact that the interest installment for these products has the lowest resilience, providing substantial efficiency for the lei, in a climate of a decreasing installment of the interest.the pertaining to credits, including for the companies and credits offered to the companies in the house building field;the derived financial methods, offered to the clients in order to protect the risks of exchanging and the interest installment, in the case that the financial culture will raise and the clients will require products in order to protect themselves against the respective risks..the foreign currency credit offered to the companies.On the basis of the dates extracted from the annual reports of BNR and the statistic notes, but also considering the national and international specialized literature, I have tried to emphasize, first of all, the structural exchanges that took place when considering the active and passive balance sheet linked to the credit institutions from Romania between 2001 – 2006 and I also wanted to consider the primordial position of the non governmental credit within the active survey and the favorable elements that have encouraged such a position. 
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THE IMPACT OF ATTITUDE TOWARDS THE ADVERTISEMENT ON BRAND ATTITUDE AND PURCHASE INTENTION
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Abstract: Since 1980s, attitudes have received more and more attention. Attitudes can be defined as a person’s overall evaluation of an object, a product, a person, an organization, an advertisement. In this view, an attitude towards a particular brand can be considered as a measure of how much a person likes or dislikes the brand, or of the extent to which the consumer holds a favorable or unfavorable view of it. The reason for this interest in brand attitudes is the belief that the more favorable brand attitudes are, the more likely a purchase of the brand becomes. This article comprises the results of an experimental research in which the purpose is to test the degree to which the attitude towards advertising and the advertisement can influence brand attitude and even purchase intention. The reasoning behind this model is that consumers who hold a positive attitude towards the advertising and the specific advertisement elements are more likely to be receptive to arguments in favor of the brand advertised.  
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1. INTRODUCTION

Defined defined as a person’s overall evaluation of an object (product, person, organization, advertisement), attitudes play a central role in most consumer behavior models. An attitude towards a particular brand can be considered as a measure of how much a person likes or dislikes the brand, or of the extent to which the consumer holds a favorable or unfavorable view of it. The reason for this interest in brand attitudes is the belief that the more favorable brand attitudes are, the more likely a purchase of the brand becomes. Although brand attitudes are relatively stable, they can be changed over time. So, the ultimate challenge for marketing communications is to change attitudes in favor of the company’s brand. 

2. LITERATURE REVIEW

In the last decades, a major concern of the researchers focused on understanding how advertisements affect consumers’ attitude towards advertised brands and goods. They started on the premise that the favourable or the unfavourable evaluation of advertisement is transferred or associated to the brand advertised in that respective advertisement. Therefore, there might be a direct cause relation between the attitude towards the ad and the attitude toward the advertised brand or purchase intention. According to a number of researchers, the attitude toward the ad is made up of two distinct parts and therefore: an affective one showing the emotions evoked by the advertisement and a cognitive one showing the extent to which the advertisement is perceived as well accomplished and useful for the information it  carries within itself. The studies carried out by Mitchell and Olson are among the first indicating that brand attitudes may be affected by consumers’ attitudes toward the advertisings themselves. In their opinion, both brand attitude and the purchasing intention have been influenced not only by their brand-related beliefs but, to a rather large extent, by the attitudes toward the advertisements themselves (Mitchell, Olson, 1982). The extent to which the ad brings about a favourable attitude represents an important factor determining the advertisement capacity to draw the attention and to facilitate information processing. Ad-associated elements (humour, music, children, animals) may draw the attention, may stir the curiosity of the audience who will watch the whole advertisement e and, implicitly it may bring about a favourable attitude toward the ad which can lead to a favourable attitude toward the brand  highlighted in the ad.  A major objective of our research aimed at the mechanisms by means of which the reasoning and the emotions generated by the advertisement lead to a favourable attitude toward the advertisement and to the way (the conditions) in which the attitude to the advertisement lead to a favourable attitude toward the advertised brand. According to the researchers MacKenzie, Lutz and Belch, According to these researchers, consumer’s exposure to the advertisement causes some reactions either emotional (feelings) or cognitive (reasoning). These feelings and reasoning influence consumer’s attitude toward the advertisement and towards the advertised brand-related beliefs. Finally, consumers’ attitudes toward the advertisement and brand-related beliefs influence consumers’ brand attitudes (MacKenzie, Lutz, Belch, 1986). The impact of consumers’ level of involvement in the purchasing decision on the influence exercised by the attitude toward the advertisement upon brand attitude t was subject to a number of studies. According to the elaboration likelihood model, should the involvement level be reduced, the influence of advertisement additional elements on brand attitude is much higher. Therefore, we may come to the conclusion that the influence of attitudes toward the advertisement on brand attitudes is higher in the case of a reduced involvement as emotions, which play a critical role in the formation of attitudes toward advertisement are regarded but as an additional element. The findings of these studies vary suggesting that attitude toward the advertisement often contribute to the formation of brand attitude both in the case of consumers’ high level of involvement and in the case of consumers’ reduced level of involvement. This can be mainly explained by the fact that the various constituents of the attitude toward the advertisement (evaluation of advertisement capacity to amuse (to entertain) and to inform the consumer) requires advertisement processing both on the main route and on the secondary route (MacKenzie, Lutz, Belch, 1989). Therefore, if in the case of a reduced involvement level, the emotions evoked by the advertisement have a major contribution in the formation of a favourable attitude toward the advertisement, in the case of a high involvement level both the emotions ad the advertisement utility contribute to the formation of a favorable attitude toward the advertisement (Miniard, Bhatla, Rose, 1990). The influence of a favourable attitude toward the ad upon brand attitude varies according to certain factors. The studies carried out indicated that the impact of the advertisement on the attitude toward the advertised good and on the purchasing intention is higher in the case of innovating and unfamiliar goods as compared to familiar goods (Saliagas Cox, Locander, 1987). Moreover, brand-related beliefs as a result of consumers’ exposure to the advertisement play a critical part in the formation of brand attitude in case of familiar products. On the other hand, the influence of favourable attitude toward the advertisement reduces dramatically when consumers use or consume the advertised brand (Smith, 1993). However, for a better understanding of the way in which the attitude toward the advertisement affects brand attitude is essential in order to establish consumer’s attitude toward the advertisement. If the emotions raised by the advertisement are positive and if consumers evaluate favorably the way in which the advertisement was accomplished  and the information comprised within it, then the attitude toward the advertisement should be favourable (Greene, 1992). Certainly, the audience may like an advertisement for being amusing or for being useful or for both reasons.  On the other hand, advertisements which generated an unfavorable attitude, being regarded as unpleasant and irritating, are those describing incredible unrealistic, situations, individuals ruined materially, physically or morally, relations (contacts) put in danger, states of outmost physical discomfort, tension, suggestive scenes or a repugnant and disagreeable character.The level of irritation is lower in the case of advertisements conveying a state of joy, warmth, or those which make appeal to a credible source or to humor or send useful information (Aaker, Bruzzone, 1985). Besides the positive effect on beard attitude, the favourable attitude toward the advertisement has also a positive impact on the score of advertisement recall (Ray, Batra, 1983). Therefore, an advertisement toward which consumers have a highly favourable attitude is remembered for a long time. What is interesting is that advertisements toward which the attitude is unfavorable are efficient in terms of recall scores. Thus, the idea that it is better not to be liked rather than being ignored is confirmed. 

3. RESEARCH PURPOSE

This study  analysed if and how the advertisements made for Banca Transilvania [Transylvania Bank] which focused on the „Fairy-man” have determined and influenced consumers’ attitude to Banca Transilvania. In order to evaluate the attitude toward the advertisements with “Fairy-man” I adapted the model elaborated by Le Roux who classifies the reactions to advertisements into four categories and he identified a number of specific perceptive factors for each reaction type (Le Roux, 1998) and therefore:

- Positive cognitive reactions (pertinence, credibility, realisms, creativity, imagination, familiarity);  

- Negative cognitive reactions (confusion, wear); 

- Positive affective reactions (entertainment, humor, vitality, activity, sympathy, empathy, sensuality). 
- Negative affective reactions (irritation, slowness) 

The perceptive factors specific to each type of reaction determined by advertisements are defined as follows: 
- Pertinence corresponds to the usefulness and the interest which the individuals questioned have in that respective advertisement;

- realism corresponds to the realistic, objective nature of the advertisement; 

- creativity corresponds to the assessment of ingenuity and the distinctive, unique nature of the advertisement; 

- familiarity corresponds to the familiar, ordinary nature of advertisement; 

- confusion  corresponds to the advertisement being assessed of lacking clarity, an exaggerated complexity of the advertisement or the lack of pertinent information;  

- wear corresponds to the assessment of the repetitive character of advertisement, to the fact that the advertisement has been seen too many times; 

- entertainment  corresponds to the capacity o the message to entertain, to create good humour ;  

- activity (vitality) corresponds to the vitality level of advertisement being associated to the rhythm in which the scenes in the advertisement unfold; 

- sympathy, empathy, sensuality corresponds to the advertisement capacity to generate affection, affection, identification, attraction to the situations or to the characters in the advertisement;

- irritation corresponds to the perception of advertisement  irritating nature given by the underestimation of audience’s level of intelligence (the ridiculousness and the absurdity of the presented situations); 

- slowness corresponds to the perception of a lack liveliness and vivacity of the scenes and of the characters in the advertisement. 

Starting from these definitions I made up a list with the new statements (items) about which the respondents expressed their agreement or disagreement on a 1 to 5 scale (1 meaning “total disagreement” and 5 “total agreement”) and therefore: 
The choice of the creative concept of “Fairy-man” is appropriate (adequate) for a bank. 

The advertisements with “Fairy-man” are realistic, credible. 

The idea with “Fairy-man” is ingenious and setsTransilvania Bank apart from other banks. 

The advertisements with “Fairy-man” are not clear enough (it took me some time to understand what it was all about). 

The advertisements with the “Fairy-man” are broadcasted too often.  

“Fairy-man” is an amusing character which makes me smile, even laugh. 

"Fairy-man” is a character which raises in me feelings of liking. 

The advertisements with “Fairy-man” are ridiculous and inappropriate for a bank. 

The advertisements with the “Fairy-man” are boring. 

4.RESEARCH METHODOLOGY
The data collection was carried out in July 2008 in Cluj-Napoca. The method of data collection was face-to-face interview at respondent’s home. The sample frame included 550 people above 18 years old who watch television programs. 

5. RESEARCH RESULTS

Most of Transilvania Bank clients are aware of the recent advertisement with the “fairy-man” unlike the others who in a percentage of 57 do not know the advertisement. Chi-square test and Kendall’s tau-b show a positive correlation between the awareness of “fairy-man” advertisement and being a Transilvania Bank client. Therefore, it is more likely that a Transilvania Bank client will be aware of the new advertisement rather than other persons - non-Transilvania Bank clients. The correlation between the attitude toward “fairy-man” advertisement and being a client of Transilvania Bank is significant indicating that a Transilvania Bank client is likely to like more the advertisement than a non-client. Moreover, by comparing the percentages with the total, the Transilvania bank clients tend to give a more positive response and the others tend to be more indifferent.

The importance of advertising for financial services is not great as only 25% of the respondents take into consideration the advertisements when forming an attitude toward a financial service. When analyzing the attitude toward Transilvania Bank and the attitude toward the “fairy-man” advertisement, the positive correlation remains but it is rather weak (0.28 on Kendall’s tau-b or 0.31 on Spearman coefficient) which means that the attitude toward  Transilvania Bank is influenced by the attitude toward “fairy-man” advertisement  but is not a critical or a conclusive one. We have also examined the attitude toward the “fairy-man” advertisement and we have also examined the attitude toward different types of reactions to advertisements (positive vs. negative, cognitive vs. emotional). We found a significant positive correlation between the attitude towards the advertisement and the perceptive factors specific to positive cognitive and affective reactions (ingenuity, sympathy, pertinence, credibility, funny) and a significant negative correlation between the advertisement and the perceptive factors specific to negative cognitive and affective reactions (confusion, dullness, ridicule, iritation).  

Even if the gender does not produce significant differences in the attitude toward the “fairy-man” advertisement, there is a difference about the evolution of sympathy towards the “fairy-man” character. It seems that females find the fairy-man more nice/pleasant that the males.

The general attitude toward Transilvania Bank or toward the “fairy-man” advertisement does not vary significantly by groups of age. Although we can notice a relation between the groups of younger age and the awareness of advertisement, age affects more or less the level of agreement on characteristics such as: ingenuity, confusion, ridicule. Younger people find the “fairy-man” character more ingenious while older people find it is rather ridicule and creates confusion. The advertisement is also more broadcasted in the categories of persons with a higher education or a higher income.

6. CONCLUSIONS
Representing a novelty for advertising campaigns made in the banking-financial sector, the Fairy-man succeeded in drawing consumers’ attention as it reached a spontaneous notoriety of more than 50 % and it has also succeeded in bringing about positive reactions at the level of market segments targeted by Transilvania Bank (young people with an average and high level of education and income from the urban environment). Although there’s a positive correlation between the attitude toward the advertisement with the Fairy-man and the attitude toward the Transilvania Bank, we cannot state that this favourable attitude to the bank is the result of the favourable attitude to the advertisement as only 12,5 % of the respondents stated that the advertisements with the Fairy-man changed their attitude toward Transilvania Bank 
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THE ANALYSIS OF SERVICE SECTOR INFLUENCE ON THE ECONOMIC DEVELOPMENT INSIDE THE EUROPEAN UNION
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Abstract: The main objective of this paper is to analyze some statistical indicators at the level of EU member states in order to identify some links between the service sector development and the prosperity of the national economy. We used a statistical testing of the links between some macroeconomic indicators and a multivariate analysis of these factors. The outcomes of this research show a polarization of the EU member states, which can be partly explained by the level of service development. 
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1. INTRODUCTION 

Our analysis started from previous researches regarding the importance of service sector for the economic development and countries’ welfare. As beginning with January, 2007 Romania has become full member of European Union it is very important to find certain ways to fill the gap which exists between the old and the new members. Using data recorded in 2007 at macroeconomic level of EU countries we tried to find if the development of service sector could be a good strategy for the economic growth of a country. The issues regarding service sector represent an actual issue of debate and research taking into account the weight of services in Gross Value Added at the level of developed countries. Services have been considered for a long time as auxiliary activities that are unproductive and do not add value for the overall economy. Nevertheless, in the last time new concepts have raised, like “the new economy” or “service economy” (Toffler 1983, Eiglier & Langeard 1987, Giarini & Stahel 1996, Ioncică 2002). These concepts stress the importance of services for the economic development and for the absorption of the work force that have become available because of the processes automation in industry and agriculture.The conclusions rose from the specialty literature show that the analyses of the progresses at the levels of national and international economy cannot be dissociated by the activities of service providing. Irrespective the beneficiary (people or business), services are activities that create value, having as main characteristics a flexibility and a dynamism higher than in other economic sectors (agriculture and industry).    

In the last years, business services have recorded significant developments as result of companies’ orientation towards the efficiency of all business processes, irrespective of their field of activity (Fitzsimmons, Noh & Thies 1998). This process leads to a keen need of business services like marketing research, research & development, recruitment, promotion, quality management, maintenance, waste recycling, financing, insurance, transports, information services etc. The complexity of these activities forced the companies to outsource the majority of services provided before by their own departments. These outsourcing processes have led to a fierce development of the service sector. 

2. PREVIOUS RESEARCHES 

Previous researches made by the authors show the importance given to service sector by the EU authorities. The free movement of services, one of the basic principles of the European Union, states that a service provider from EU, which obtained the license in its origin country, can operate all around the European Union without any restriction. This freedom is considered by the Commission of European Communities as one of the most important condition for the economic prosperity of the member states. Due to their economic potential in the general development of European Union, the services have been one of the European Commission priorities. In this respect, the Commission proposed in 2004 an EU Directive regarding some measures meant to create a genuine single market in services by 2010. By fostering cross-border economic activity and stimulating competition in this way, the aim of this proposal was to provide wider choice, improve quality and lower prices for consumers and for enterprises using services. 

The European Union enlargement has had also a high contribution on service sector development. Due to the increase of foreign investment and commercial changes among member states, appeared a strong need of business services, such as: counseling in law, management, marketing research, accounting, translations etc.Taking into account some statistical analyses, we have found that the share of services in Gross Value Added is higher in developed countries than in the rest of countries. As we can see in Table 1, there is a correlation between the share of services and GDP/capita at the level of analyzed countries (data are considered in PPP – Purchasing Power Parity). The share of services in Romania was of 55.8% in 2007 lower than the average recorded in the EU-27 countries. In the same time, the GDP/capita (in PPP) represented only 40.7% of the average recorded in EU-27. The highest level of GDP/capita was recorded in USA, where the share of services was also the highest at the level of analyzed countries.

Table 1. Comparisons between countries at the level of year 2007
	Country
	USA
	Japan
	EU-27
	Romania

	GDP/capita

(EURO thousands in PPP)
	39.3
	28.8
	25.3
	10.3

	% of services in Gross Added Value
	76.5%
	69.5%
	71.7%
	55.8%


Data source: European Central Bank – Statistical Pocket Book, August 2008
3. RESEARCH METHODOLOGY AND OUTCOMES

Starting from the results of previous researches, we tried to see if this correlation between the share of services and GDP/capita could be considered as a pattern at the level of EU-27 member countries. In this respect, we used data regarding these two indicators provided by European Central Bank for every member country. Data have been analyzed with bivariate and multivariate methods using SPSS system as analysis tool. We obtained the value of Pearson correlation coefficient as result of bivariate analysis. As multivariate analysis, we used “the Principal Components Analysis”, which offers the possibility to identify the simultaneous correlations between more than two variables, giving to the researchers the opportunity to analyze globally the interdependence between these variables. In order to identify the correlation between the share of services and GDP/capita, we calculated the Pearson correlation coefficient taking into consideration the data obtained at the level of all EU members in 2007. The value of Pearson coefficient is 0.568, which reveals the existence of a correlation with medium intensity between the considered variables (see fig. 1). As well, we can see that this coefficient is statistically significant at a 0.01 level, which means a high level of confidence (99%). 
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Figure 1. The Pearson correlation coefficient between GDP/capita and service share recorded in 2007 at the level of member states (EU-27)

(Data source: European Central Bank – Statistical Pocket Book, August 2008)
Analyzing the data structure in order to identify the reasons of such a medium intensity correlation, we found that there are countries with high levels of service share but with values of GDP/capita lower than the average of EU-27 countries. Such states are: Greece, Cyprus, Portugal, Malta, Latvia. Also at the level of developed countries, we can find shares of services lower than the EU average in Ireland, Germany, Austria, Finland and Sweden. These results show us that the level of service share is not the single factor that influences the economic development, but it plays an important role in the majority of countries. Extending the analysis by using a multi-variable method (Principal Components Analysis), we tried to put in evidence the importance of service sector in the socio-economic development of the EU countries. The model uses relevant variables such as GDP/capita, unemployment ratio, government surplus and the shares of the three economic sectors in the Gross Value Added. All of these variables contain data collected from the 27 member states of EU, for the year 2007. Based on the correlations between the named variables we identified two main components which explain 73.2% from the total variance. The emplacement of the analyzed variables in the plane determined by the main factors is presented in fig. 2. 
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Figure 2. The emplacement of variables in the plane of the two factors
(Data source: European Central Bank – Statistical Pocket Book, August 2008)
Component 1 is determined mainly by the economic sectors and explains 51.7% from the total variance. All three sectors are strongly correlated with this component, but the service sector is situated in the opposite side of industry and agriculture. Component 2 represents a socio-political factor determined by the unemployment ratio and the government surplus.  This component explains 21.5 % from the total variance. We can see that the GDP/capita contributes almost equally to both components, being strongly correlated with the service sector and the government surplus. If the member states are placed in the plane determined by the two named components, we can see some interesting associations that are presented in figure 3.   
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Figure 3. The emplacement of EU countries in the plane of the principal components

(Data source: European Central Bank – Statistical Pocket Book, August 2008)
In the plot presented above we can isolate some groups of countries with similar characteristics. First of all, Luxemburg is the best situated country, with a high ratio of service sector, a good government surplus and a low unemployment rate, having the highest GDP/capita. In similar situations there are Cyprus and Netherland, but with lower GDP/capita. Denmark has the best position regarding the component 1, with a very good government surplus and a very low unemployment rate, having also a strong service sector. Another group of countries with good positions regarding the component 1 are composed by Sweden, Ireland, Estonia and Ireland, but these countries have not so strong service sectors as the countries mentioned above. Countries like Bulgaria, Czech Republic and Lithuania have lower shares of service sector and low values of GDP/capita, but are in equilibrium regarding the government deficit and unemployment rate. In the bottom part of the plot we can find a compact group of countries with high shares of service sector and also with high values of GDP/capita. This group is also in equilibrium regarding the government deficit and unemployment rate. Such countries are: United Kingdom, Belgium, Germany, Italy, Latvia. Countries like France, Greece and Portugal are in similar situations but with higher unemployment rate and government deficit. In the mirror with these last three mentioned countries we can find member states with the same socio-political characteristics (government debt and unemployment) but with lower shares of service sector. Such countries are: Hungary, Poland and Slovakia. 

Romania is placed in the worst position on the above plot, with a low share of service sector and a very low value of GDP/capita. The share of agriculture in the Gross Value Added is the highest recorded in EU, the sole indicator quite good for Romania being the unemployment rate, which was lower than the one recorded in the countries placed in the bottom extremity of the plot (e.g. France, Greece, Hungary etc.). The GDP/capita is almost the lowest from EU-27, only Bulgaria having a lower value (9,7 Euro in PPP). With a GDP/capita of 10.3 Euro (PPP), Romania recorded in 2007 a value which represents 40.7% of EU-27 average and 37% of the average recorded in Euro area.

4. CONCLUSIONS

The conclusions raised from our research stressed the importance of service sector for the economic development of EU member states, the economies with high shares of service sector having generally a high level of prosperity. However, services are not the only one engine of economic development, as some EU members recorded good results, mainly from industry. Anyway, all the EU countries have shares of service sector higher than 60%, excepting Romania and Czech Republic. For our country, it is very important to put in practice challenging policies meant to develop the service sector. These policies should to be considered both at macroeconomic and microeconomic levels. The Govern could accelerate the implementation of “Service Directive” meant to assure a high quality of services and to accelerate the increasing of service sector. As well, could be financed programs of development the entrepreneurship in services with the help of EU funds.
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MANAGERS AS NEGOTIATORS FROM THE CULTURAL DIMENSIONS’ PERSPECTIVE
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Abstract: Negotiation is a process in which two or more entities come together to discuss common and conflicting interests in order to reach an agreement of mutual benefit. The existence of cultural differences in time orientation, individualism-collectivism, and power distance can have a substantial impact on negotiation. Managers, educators, and writers usually assume that cultural differences are barriers and impede communication and interaction. In order to overcome these barriers one should understand the differences between one’s own culture and another’s. 

To carry out its mission, an organization must be able to persuade not only its employees and customers, but the many publics on which it is dependent. So, negotiation is used not only in international relationships but on a daily basis, the cultural dimensions having a great influence on the negotiation styles and approach. In our study we aim to analyze different negotiation styles (based on a questionnaire developed for managers) and draw a relationship between these styles and the cultural dimensions of individualism/collectivism and power distance in Romania.

Key words: individualism/collectivism, negotiation styles, power distance

1. INTRODUCTION 

Negotiation is a process in which two or more entities come together to discuss common and conflicting interests in order to reach an agreement of mutual benefit. In international business negotiations, there are cultural dimensions in every aspect of the negotiations. In preparing for and analyzing a negotiation it is useful to review these dimensions and by study and observation determine one’s counterparts attitude and orientation towards the selection of the negotiators, the values or priorities present, the outcome, and the movement. There are many differences in the negotiation process from culture to culture and they involve language, cultural conditioning, negotiation styles, approaches to problem solving, implicit assumptions, gestures and facial expressions, and the role of ceremony and formality (Harris and Moran, 1993, p. 56-57). For international negotiations to produce long-term synergy, and not just short-term solutions, managers and their representatives, such as attorneys, should be aware of the multicultural facets in the process underway. The negotiator must enter into the private world or cultural space of the other, while at the same time sharing his or her own perceptual field. Pierre Casse, lecturer in the Economic Development Institute at the World Bank, stated that international negotiators need five skills (Casse, 1979): 1. To be able to see the world as other people see it and to understand others’ behaviour from their perspective; 2. To be able to demonstrate the advantages of what one’s proposals offer so that the counterparts in the negotiation will be willing to change; 3. To be able to manage stress and cope with ambiguous situations as well as unpredictable demands; 4. To be able to express one’s idea so that people one negotiates with will accurately understand; 5. To be sensitive to the cultural background of the others and adjust the suggestions one makes to the existing constraints and limitations. 

The cross-cultural negotiation process is where the global manager practices all the skills considered so essential for success in the overseas’ assignment. These includes patience, tolerance for ambiguity, realistic expectations (towards goals to be achieved), and warm human relationships (Harris and Moran, 1993, p. 74-75).The existence of cultural differences in time orientation, individualism-collectivism, and power distance can have a substantial impact on negotiation. Managers, educators, and writers usually assume that cultural differences are barriers and impede communication and interaction. In order to overcome these barriers one should understand the differences between one’s own culture and another’s. To carry out its mission, an organization must be able to persuade not only its employees and customers, but the many publics on which it is dependent. So, negotiation is used not only in international relationships but on a daily basis, the cultural dimensions having a great influence on the negotiation styles and approach.
2.CULTURAL DIMENSIONS
Hofstede’s (1980) research on cultural differences among nations is probably the most widely known and cited within the area of business ethics. He developed four dimensions to distinguish national cultural distinctions and collected data from IBM employees in 50 different countries. Power distance is the first dimension. It is a measure of the degree to which less powerful members of a society accept that power is distributed unequally. The second dimension—uncertainly avoidance— measures the degree to which people in a society feel threatened by uncertainty. Individualism—the third dimension—measures the degree to which people in a society are concerned for their own and their immediate family members’ well being. The final dimension—masculinity—measures the degree to which the dominating values in a society are achievement and success, as opposed to caring for others and quality of life. As power distance and individualism/collectivism can influence the most the negotiation process, in our study we focused on these two cultural dimensions. Power Distance. This dimension indicates the extent to which a society expects and accepts a high degree of inequality in institutions and organisations. In a country with a large Power Distance, organisations are characterised by formal hierarchies and by subordinates who are reluctant to challenge their superiors. The boss is very much the boss. In a country with a small Power Distance, subordinates expect to be consulted and the ideal boss is a resourceful democrat rather than a benevolent autocrat. Examples of work-related cultural elements: Large Power Distance: Those in power should try and look as powerful as possible. Other people are a potential threat to one’s power and can rarely be trusted. Small Power Distance: Those in power should try and look less powerful than they are. People at various power levels feel less threatened and more prepared to trust people. Individualism-Collectivism. This dimension relates to the extent to which people prefer to take care of themselves and their immediate families rather than being bound to some wider collectivity such as the extended family or clan. In terms of organisational life, in highly individualistic societies there will be a sharp distinction between work and personal life. Task will prevail over relationships. Also individuals will prefer work settings in which they can make their own decisions. Examples of work-related cultural elements: Collectivist: Identity is based in the social system. Order is provided by the organization. Individualist: Identity is based in the individual. Autonomy, variety and pleasure are sought in the system. 

3. RESEARCH
3.1. Methodology

Sample. We chose 20 persons (random sampling) who have to communicate and negotiate on a daily basis. These persons differ in terms of sex, age, length of service, position and company they are working for. Questionnaire. The questionnaire contains 80 questions, excepting the identification ones (4). The respondents have to rate the extend to which they endorse a set of items or statements using 5-points Likert-type rating scales Procedure. The questionnaire was developed in Romanian and self-administered and it took approximately 10 minutes on average to complete.

3.2. Negotiation styles

Based on the questionnaire we can identify four negotiation styles.

Factual: „The facts speak for themselves.” Behaviour: Pointing out facts in neutral way, keeping track of what has been said, reminding people of their statements, knowing most of the details of the discussed issue and sharing them with others, clarifying, relating facts to experience, being low-key in their reactions, looking for proof, documenting their statements.
Intuitive: „Imagination can solve any problem.” Behaviour: Making warm and enthusiastic statements, focusing on the entire situation or problem, pinpointing essentials, making projections into the future, being imaginative and creative in analyzing the situation, keeping switching from one subject to another, going beyond the facts, coming up with new ideas all the time, pushing and withdrawing from time to time, putting two and two together quickly, getting their facts a bit wrong sometimes, being deductive.
Normative: „Negotiation is bargaining.” Behaviour: Judging, assessing and evaluating the facts according to a set of personal values, approving and disapproving, agreeing and disagreeing, using loaded works, offering bargains, proposing rewards, incentives, appealing to feelings and emotions to  reach a „fair” deal, demanding, requiring, threatening, involving power, using status, authority, correlating, looking for compromise, making effective statements, focusing on people, their reactions, judging, attention to communication and group processes.
Analytical: „Logic leads to the right conclusions.” Behaviour: Forming reasons, drawing conclusions and applying them to the case in negotiation, arguing in favour or against one’s own or others’ position, directing, breaking down, dividing, analyzing each situation for cause and effect, identifying relationships of the parts, putting things into logical order, organizing, weighing the pros and cons thoroughly, making identical statements, using linear reckoning. (Harris and Moran, 1993, p. 73).
3.3. Findings
The most used negotiation style is the factual one, with a mean of 11.05, followed by the normative (10.73) and the analytical style (10.52), the intuitive negotiation style recording only a mean of 9.84. We used the chi square test to determine if there is an influence of age and sex on the intuitive negotiation style. The computed χ2 exceeds the tabulated χ2, 20.26 > 19.34 having an alpha level of significance of 0.50, the degree of freedom df = 20, respectively 4.88 > 4.35, α = 0,50, df = 5, so the null hypothesis is rejected, the influence being statistically significant. Those between 40-49 years of age overuse this negotiation style, and 80 % of those between 25-29 years of age use it properly. Over 60 % of women overuse the intuitive negotiation style, and over 75 % of men use it properly. Based on the chi square test, we tried to determine if there is an influence of age and sex on the analytical negotiation style. The computed χ2 exceeds the tabulated χ2, 19.63 > 19.34 having an alpha level of significance of 0.50, the degree of freedom df = 20, respectively 9.74 > 9.24, α = 0,10, df = 5, so the null hypothesis is rejected, the influence being statistically significant. Over 66 % of those between 30-34, 40-49 and 50-59 years of age overuse this negotiation style, and 100 % of women overuse it. Using the chi square test, we intended to determine if there is an influence of age and sex on the factual negotiation style. The computed χ2 exceeds the tabulated χ2, 17.73 > 16.27 having an alpha level of significance of 0.70, the degree of freedom df = 20, respectively 9.74 > 9.24, α = 0,10, df = 5, so the null hypothesis is rejected, the influence being statistically significant. The persons who prefer this negotiation style belong to the 25-29 and 35-39 years of age groups, and 80 % of those between 25-29 years of age overuse it. 100 % of women overuse this negotiation style. Based on the results we can state that feminine persons tend, most of them, to overuse the negotiation styles (83.4 % - normative, 66.7 % - intuitive, 100 % analytical and factual) compared to masculine persons who use the negotiation styles in various ways. The over-usage of the negotiation styles by women can be a result of women’s actual tendency to overuse everything and assume masculine roles. We noticed a reduced preference for the intuitive negotiation style, the facts are preferred (the factual negotiation style) at the expense of imagination. In our opinion, this preference is much influenced by the current situation of the Romanian society where there is no time for “dreaming” and intuition. When negotiating with someone having a factual style, we have to be precise in presenting the facts, refer to the past (what has already been tried out, what has worked , what has been shown from past experiences …), be indicative (go from the facts to the principles), know our dossier (including the details), and document what we say. Negotiating with someone having an intuitive style, we have to focus on the situation as a whole, project ourselves into the future (look for opportunities), tap the imagination and creativity of our partner, be quick in reacting (jump from one idea to another), and build upon the reactions of the other person. When negotiating with someone having an analytical style, we have to use logic when arguing, look for causes and effects, analyze the relationships between the various elements of the situation or problem at stake, be patient, and analyze various options with their respective pros and cons. Negotiating with someone having a normative style, we have to establish a sound relationship right at the outset of the negotiation, show our interest in what the other person is saying, identify his or her values and adjust to them accordingly, be ready to compromise, and appeal to our partner’s feelings. (Harris and Moran, 1993, p. 74) Regarding the cultural dimensions, based on Hofstede’s estimations for Romania and two studies carried out in Romania, we can assert that Romanians are characterized by a large power distance, are collectivism and femininity oriented, and try to avoid uncertainty, as illustrated in Figure 1.
Negotiation can be influenced by a large power distance, because the subordinates in an organization like this are reluctant to challenge their superiors and there are formal hierarchies and norms that must be observed. As the Romanians are collectivism oriented, this can change the way they negotiate, because they rely on the social system and don’t see themselves as personalities but as a group, the order being provided by the organisation,.
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        Figure 1. Hofstede’s Cultural Dimensions – a comparison

4. CONCLUSIONS

For a large power distance and collective culture, the normative negotiation style would be considered as characteristic, because the managers are demanding, requiring, threatening, involve power, use status, and authority, approve and disapprove, agree and disagree, use loaded works, offer bargains, propose rewards and incentives, this style being relatively much used by the questioned managers. But, in our opinion, for our culture the factual negotiation style is much better, because the managers know most of the details of the discussed issue and share them with others, clarify and relate facts to experience, are low-key in their reactions, look for proof and document their statements, so they can manage more efficiently their subordinates and solve out conflicts more quickly. A peculiar characteristic is the over-usage of the negotiation styles by women, which can be a feature of the individualistic society where the identity is based in the individual, making their own decisions and looking for autonomy and variety in the organisation they are working for. A weakness is the fact that the intuitive negotiation style is less used, as for development we need sometimes (if not all the time) imagination, creativity, intuition and enthusiasm. Based on the chi square test we determined the influence of age and sex on the three negotiation styles out of four, meaning that these two variables are very important in the way we negotiate. Our research is just a preliminary study, as to understand thoroughly the negotiation process and styles we need to develop and continue our research, attending negotiation sessions and interviewing the managers about their approaches in the negotiation process. But it is very important to understand that negotiation is not a process reserved only to managers, we need it on a daily basis, in our current activity, and even in our private life, in a certain degree.
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Abstract : The success of the organisational actions is ensured by the permanent dialogue that is hold with the consumer in order to know and anticipate his needs and desires, in order to satisfy them better through the offered goods and services.  Found in the face of a polyvalent consumer, the marketing specialists of the companies are provoked to find new landmarks in order to understand the mechanisms that guide the behaviour and to highlight the consumers’ profile.  Regarding the respect that must be granted to the consumer, this begins with a real knowledge and understanding of the elements that are the basis of his decisions, respectively of the forming of his behaviour. Nowadays consumer is permanently searching for a direction that is not always compatible with the notion of rationality or utility.
Key words: consumers’ behaviour, decision, value.

1. INTRODUCTION - The analysis of the decisional process
In the investigation of the consumer’s behaviour, one of the main directions is referring to the process of choosing between many products that are in competition and the evaluation of the alternatives. To a certain point the main reason of the buying decision is manifested, which is usually based upon the rational nature, after which it is doubled by elements coming from the emotional nature. The studies developed by specialists have shown that besides the triggering rational element, and very often people buy according to the emotional wishes they have. Practice has shown that there are four emotional factors, respectively: fear, discounts, earnings without effort and the possibility to transform dreams into reality.  

1. One of the characteristics of the behaviour of the consumer is represented by the fear to lose
(Kahneman, Tversky, 1989). Studies have demonstrated that for some customers the fear to lose is superior to the willing to earn. The fear of failure and losing represents a factor with a social and cultural side. Thus, there are cultures that promote the behaviour not to take any risks. An efficient method for using fear is to show the potential customers what will happen if they do not buy the product, what they will have to lose. In the messages transmitted to the customer public, the companies can use a series of words and expressions in order to highlight this aspect: Don’t miss, ensure, limited stock, it won’t last long, protect, only the first will benefit, only in the first 24 hours..., if you miss this opportunity you will regret it, etc. 
In order to solve some of this aspects individuals search more and more information about the decision process in which they are involved. The search for information is related with the intention and the trial of the customer to avoid a potential loss. Any research process marks the reduction of the decisional uncertainty and is the condition that allows the taking of the optimum decision. 

Anyway, it must be mentioned that the information searching process is associated with a series of costs. In this case the buyer will search for information as long as the search costs do not exceed the potential benefit of the information. 

The costs of the search for information can be analysed using several parameters: 

-Money costs – the necessary amounts of money; 

-Temporary costs – the number of hours/days/months; 

-Cognitive costs – the mental effort necessary for the search, selection and evaluation of the information.  

Out of all the information gathered in this stage not all present the same importance. Thus, according to the objective of the buyer in the decision process only the information with a diagnostic value has the capacity to generate trust in own evaluations. 

The diagnostic character of information is referring to the capacity of information to discriminate the searched characteristics. Also, the ratio between information and consumption presents great importance. Generally, loses can be differentiated in absolute loses and relative loses. The absolute loss appears when the performance that is searched for is not obtained at all (for example buying a tea for losing weight and after its consumption the person gains weight even more). The relative loss occurs when after the acquisition the buyer reaches the conclusion that the same product could be bought from another place at a better price (for example buying from Billa versus buying from Real) or a similar product offered by the competition offers better performances at the same price or even at a lower price (for example shampoo for dry hair from Nivea versus shampoo for dry hair from Elmiplant). By its behaviour the consumer will try to avoid the absolute loss as well as the relative loss. This complex process is solved by means of searching for information with great diagnostic value.  

2. One of the most powerful words from the marketing language is the word Free. Once it is heard, the consumer tries to obtain answers to the following questions: What is free? Where can I get it? Can I get more products?  

The offering of a free product in order to increase the answer to the publicity actions or to increase the sales depends upon the article that is given, this having a well established value in the eyes of the consumer or of the potential customer. In order to successfully use this factor in the marketing and communication actions, there are recommended a series of words and expressions that have the role to increase the gist of the messages sent by the company: free, free offer, bonus, no costs, save, half price, pay two get three, etc.  

3. Obtaining gain without any effort is a motivation factor often used in the marketing area. The company’s practice and the results obtained by these demonstrate the fact that currently there is society that wishes everything on the spot, quick. There are some things that the companies can use in order to promote their products using the motivation factor of gaining without effort. The series of words and expressions that can be used in order to highlight this aspect is made up of: Effortless, so easy, earn money, you could win, nothing to do, we will do everything for you, etc.  

4. The fourth motivation factor is connected with the dreams of the buyers. The putting into practice of this aspect is conditioned by the development of a market research in order to really know what the consumers want. These results further allow the designing of successful marketing campaigns that will allow the companies to show the consumer how he can transform its dream into reality. In this case the messages transmitted by the companies have to turn into account the following words and expressions: Live your dream, be the owner of the house you always dreamed of, the solution you dreamed of is here, you can have everything, you don’t have to wait anymore, transform you dream into reality, etc. 
The researches of Leon Festinger (Festinger, 1957) have shown the need of individuals to agree upon own opinions and actions and to avoid the appearance of the dissonance phenomena. The problem of the cognitive dissonance frequently appears when a company, make or product cannot create a balance between the created image and any other communication element with which the customers take contact. Dissonance is a mental state that appears each time the person receives contradictive impulses about a certain process. In this context also the buying of a product undergoes the laws of dissonance and of the cognitive balance. During the evaluation of a product, a consumer can confront himself with many situations of cognitive dissonance:  

-Dissonance concerning the product: is manifested when different characteristics of the same product are not compatible one with the other (for example the package with the content, the colours with the model, the composition with the aspect, etc.).  

-The dissonance product – seller: appears when the product accomplishes the standards of the client, but not the same thing can be said about the location in which it is offered or by the personnel that is offering this.  

-The dissonance product – image: can be highlighted in the case in which the communication associated to the product does not correspond with the public’s preferences (for example the consumer appreciates the product but does not agree with the elements of the publicity campaign for the product – disturbing publicity creations, etc.).  

Generally, the purchasing of a product implies besides the utility perception of it also a series of extra perceptions connected with the image of the company that offers the product, its trademark. Also, before the purchasing stage it is necessary for the product to be perceived as being positive from the psychological point of view. In this context, the product can be associated the following properties: 

-The capacity to prevent the problems with which the buyer confronts; 

-The elimination, solving of a potential threatening; 

-The maintaining of a positive atmosphere at the level of the buyer.  

As far as the previously identified aspects are concerned, products can be grouped in three categories (Trevisani, 2007):

Products with resolution power – are the ones that have the capacity to solve an already existing problem at the level of the consumer (for example clothing, food products, etc). The resolution capacity of a product can increase as a result of conducting research through which one can identify the real stage of the consumers’ problems. In terms of market research, conducting resolution analyses about the consumers requires the identification of its necessity areas, existing needs and perceived problems. 

Practically, the communication that accompanies a product with a resolution force will have as its axis the capacity of the respective product to eliminate the existing problems (for example for the “Activia” yoghurt offered by “Danone” company, the communication campaign has at its basis resolution techniques, respectively the capacity of yoghurt to solve intestinal transit problems in 14 days).  

Products with anticipation power – are the ones that have the capacity to anticipate the future needs of the consumers. The anticipative products act upon the negative buying motivations (fear, care) for which the product represents a prevention method.  

The marketing researches in this case have to be oriented in order to discover those fears that can motivate the consumer. Practically, the communication campaigns that accompanies these products will underline the preventive value of the product and will encourage the preventive behaviour of the consumer (for example the cosmetic products, medicines that have the role to prevent the appearance of other serious problems, certain food products, etc.). The understanding of the consumer’s behaviour mechanisms referring to the products with anticipation power offers solutions also to the sales. Thus, these are permanently searching the best anticipation sales techniques, respectively the arguments regarding the capacity of the products to prevent the appearance of future problems.  

Products with homeostatic power – are the ones that have the capacity to maintain constant the positive state of the consumer. The communication associated to a homeostatic product highlights the elements that satisfy the consumer and those properties that must be made permanent. The communicational axis for these products takes into account the safety of the product, the maintaining of the tradition (an example of a slogan that confers safety at the level of the consumer – Tradition for quality. From 1965 – Salonta products). The behaviour studies have the role to establish the general frame for the consumption of these products, the manner in which they are perceived by the customer, the satisfaction degree of the customer, etc. 

Usually, the consumer confronts himself with a situation in which he has to choose from known brands, familiar brands and unknown brands, that he usually tends to eliminate. For the known brands, the buyer has available a certain number of personal evaluation criteria. Thus, the consumer positively evaluates some criteria and negatively other criteria, a fact that generates a favourable or unfavourable attitude according to his judgement and experience.  

In these conditions the publicity communication is facilitated by the knowledge of the criteria that govern the choice of the consumers. The publicity has to demonstrate that the brand is excellent according to the essential criteria of the potential buyer or in other words the brand corresponds exactly to the exigencies of the consumer. In this decisional process, the buyer has at a certain moment a set of determining criteria that allows him to make up a favourable or unfavourable global attitude for each brand. Generally, the attitude marks a favourable or unfavourable attitude towards a product or a brand on the basis of some durable criteria. During the marketing researches there were identified four rules for the formation of the attitude, called choice models.  

1.The compensatory rule – the additive linear model – the consumer appreciates the brands according to a choice criteria list. Each brand obtains a series of grades that are added in order to form a global score. The model is compensatory because a poor mark for a criterion can be compensated by a good mark for another criterion. 

2.The lexicographical rule – the chosen brand is the one that obtains marks over the average at the choice criteria considered to be important by the consumer. If two or more brands are equal, the consumer will decide according to the second or the third criterion.  

3.The conjunctive rule – the buyer considers that the chosen brand must meet a minimum exigency level. This one will establish its nominal criteria list that will be taken into account. The brand that is noted is the one that gets scores in the above mentioned criteria. If none of the brands fulfils the conditions the buying can be postponed.  
4.The descendent elimination rule – has at its basis the mixed procedure, according to which the consumer compares the brands according to a single choice criterion. If this unique criterion ensures the minimum exigency level the product is noted.  

The final choice – the buyer operates a first sorting of the brands before reaching at the selling point. Afterwards there are taken into account only the brands that meet the established choice criteria assembly and that are evaluated according to the rule presented previously.  Regarding the consumption of products and brands the consumer wants to obtain satisfaction on one or more dimensions.  

Utility – the product must be in accordance with the precision criteria regarding the performance. In this case there does not represent a priority the name of the brand or the price of the product.  

Hedonism – the consumer is searching to obtain pleasure by buying the product, emotions, and sensations: the pleasure of the taste, the dream of an escape from routine or a seduction, etc.  

Social – the brand or the product is perceived as a distinctive sign that contributes to the self image of the buyer (status, personality).  

If the chosen brand meets all the conditions of the buyer that should generate liability at the level of the buyer. The liability can be absolute, aspect that requires that the respective buyer will buy only the respective brand, or mixed in the case in which the buyer will alternate choosing in certain moments also other brands.  In the case in which dissatisfaction appears, the negative perceptions are noted in the memory of the buyer acting as blocking elements in the future evaluations of the respective product. For the consumer, the first buy from a certain category of products represents also a source of questions that afterwards will become landmarks for the orientation of his choices. The situation in the moment of the buy or the prediction of the consumption framework plays an important role in the choosing decision. In the case of the touristic products the consumers rely mostly on information gathered from personal sources, taking into account the personal experience of their friends, family and specialists, information that presents high degree of credibility although these sources are not very accurate. An efficient communication with the consumer has to be systematic, coherent and must develop a relations system that is based upon fulfilling the expectancies of the consumers as well as fulfilling the interests of the company on a long term. A good communication requires:  

-The easy access of the consumer to the services of the service provider. 

-An effort from the service provider to maintain a permanent contact with the consumers. 

-The influencing of the expectation level of the consumer, opening the path for exceeding them, using explicit or implicit promises, but that must always be respected. The promises made by the service provider must reflect the real quality of the service to be offered and not an ideal imagine. Some specialists recommend even an under-appreciation of the made promises in order that the surprise will offer the consumer an increased satisfaction. A successful company must exceed not only the accepted level, but also the aimed level, to overpass the expectations of the consumer, to surprise him.  
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Empirical Insights into the perception of customer cards as a 
new customer loyalty instrument in Romania Retail Firms
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Abstract: Shopping cards as well as customers’ clubs related to retailers are often investigated in literature. While the perception and the effects of those marketing instruments have been often discussed in western countries, there is a lack of studies for eastern European countries. 

The present study aims at first insights into the perception of consumers as to shopping cards in Romanian retail firms. Two questionings of 3092 consumers over a relevant period of two years shows that Romanian consumers become more familiar with such instruments and also accept them easily. Consumers who are part of customer relationship programs appreciate them positively and also develop an appropriate binding toward retailers. This is comparable to the results of similar studies published in leading retailing journals.
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1.Relationship marketing
Relationship marketing, a term usually used synonymously with customer relationship management (CRM), involves establishing, maintaining and enhancing long term relationships with customers” [16, p.231]. Hence relationship marketing - or relationship management or customer loyalty or Customer Relationship Management (CRM) – amounts to a business wide integral management and organization principle: that comprises all measures to improve customers‘ orientation and customers‘ satisfaction and that aims at securing the ability of the firm to care for long run relationships to customers, to enhance them and to regain lost customers [9, p.133]. The strategic targets of relationship marketing are competitive advantages through forming, maintaining and strengthening the connection to clients and other interested groups in order to create ties to a firm or a brand [17, p.307]. Within this strategic framework the management tackles the task to stress the care for profitable clients and not to neglect all others in order to turn customers into loyal customers. Customer loyalty may refer to various relationships such as (3, p.213): Relationship loyalty in business, Producer or dealer brand loyalty, Loyalty to a product, a certain type of package or performance, Retailer loyalty.
2.Customers’ satisfaction

Customers’ satisfaction and customers’ loyalty are in fact not the same. A customer may be completely contented, and yet not go to the same retailer [10, p.616]. Nevertheless he will have a positive attitude towards the retailer and be open to visiting him a second time. Good indicators for customers’ loyalty are most important and meaningful. Customers’ satisfaction may be interpreted as the result of complex comparisons within the mind of the customer. Both the perception of the purchase and the wishes connected with it vary among the customers. Lifestyle, income, education and other socio-economic variables can influence satisfaction in either direction [10, p.616].  To do more than that what customers expect will certainly cause high satisfaction. The effect on sales is obvious: The customer will return and furthermore recommend the retailer among his friends. To do less has the opposite effect. It is to be avoided since it might well have even stronger effects than to exceed expectations: The retailer must be aware of complaints, legal consequences and worst of all negative propaganda.

Satisfaction again is a “positive feeling” of customers which is the result of the decisions and handling in retail trade [3, p.208]. In order to discuss satisfaction three aspects are to be stressed [5, p.15]: Basic requirements: The retailer must care for friendly and cooperative staffs that always are ready to 
help customers, and to give correct information. Clients consider this as a matter of course. Inappropriate or even wrong information may easily end the relationship;Achievement: The client expects that all products are correctly labelled, and that prices do not differ too much from competitors. If the customer finds a competitor with clearly lower prices in some products he feels cheated. Furthermore good service requires no long queuing time before the till ;Enthusiasms: The client feels taken seriously if e.g. he receives a basket with fresh products as customer number 1.000.000. He certainly will enjoy this. Similarly, a customer will feel charmed, if he will get an additional reduction when paying for the purchased products [5, pp.15-16].

3.Customers’ loyalty Programs in Retail
Much emphasis is laid on customers´ relationship since retailers in many markets find themselves faced with an increasingly rigorous competition. The available customers’ data and other behaviour data help retailers to adapt themselves to the changing attitudes and preferences of the demand side, and show an adequate and quick reaction. The direct contact to their clientele is an essential advantage in retail trade [16, p.231]. Trade makes use of a wide range of tools that have a considerable bearing on “the consumers’ binding” to the firm. These tools usually bank on the well-known constituents of the marketing mix [6, p. 20]- product policy with performance warranty, brand uniqueness or customer service; price policy with minimum or unique price warranties, communication policy with Event Marketing, Direct Mailing, customer-oriented magazines, phone marketing and also customer clubs or customer cards. The other elements peculiar to the retailing marketing mix—such as location, shop design or customer service—also contribute to gaining a customer’s loyalty. [10, p. 625] In the past it was more important to attract new customers than to keep the old ones. Modern marketing philosophy recommends tying clients with the firm in long-term relationship. A lost customer means not only the loss of the transaction at stake but also future sales [8, pp.156-157; 9, pp.132-133]. Loyal customers help on the one hand to secure the success of the firm, and make on the other hand acquisition costs for new customers unnecessary [4, p.12]. Experts assess the costs of acquiring new customers five times as high than to hold old ones [11, p.69]. Therefore it is most important to lower the exodus rate of customers. This may improve profit from 25% up to 85% [4, p.12]. The notion of “customers’ satisfaction” is “soft” but describes a phenomenon that must not be neglected. A contented customer will accept the retailer and visit him more frequently than a discontented one. Customers’ satisfaction and customers’ loyalty are interconnected. Retail firms should be aware of this. The customer loyalty programmes are classified by the technical literature depending on [10, p. 626]: The degree of cooperation between dealer and producer—isolated loyalty programmes (carried out by a single dealer or producer) vs cooperative loyalty programmes (collaboration of more than one enterprise) respectively; Expected customer value—loyalty programmes that lay emphasis on the functional or economical component, on the one hand, and those which rely upon the emotional, social or customer service component, on the other hand. Customer cards and customer clubs are among the most notable loyalisation instruments which, alongside various bonus points accumulation programmes, complaint management, informative magazines and brochures continuously sent to customers to secure their loyalty, contribute to the development of an ongoing relationship with the retailer. Customer cards, introduced in the USA for the first time at the start of the past century and taken over by the Europeans around the late 50’s [14, p. 140] present a range of functions, namely [10, p. 627]:Identification function – of the owner; Remembering function – of the holder with respect to the issuer; Prestige (membership) function–the holder may identify with a certain group of people who possess this kind of card; Funding function–the holder may enjoy various advantages concerning price or special supplies; Marketing function –additional advantages may be added to the card (free parking etc.). Owners of service cards are usually scored points of the same amount as money spent.
4.European and Romanian loyalty programMEs

Romania follows the European trend in retail trade: Customers’ relationship programs using Customer cards (club cards, bonus cards) become more and more common. These programs are connected with the great advantage that the retailer obtains name and address of the client. So he is able to observe the shopping habits over a longer time. Furthermore he has the chance to address his customers directly by mail or other marketing measures [23]. A few years ago it was common practice for retailers to establish their own customers’ relationship program. Retailers today join more and more partnerships and form networks of customers’ relationship. The acknowledgment of sales within the network allows the customers to accumulate points more quickly. Members of the partnership attract clients that would otherwise not have entered their shop. The costs of establishing such system are lower than an individual scheme. There are, moreover, additional advantages. The system helps to develop a positive image and thus increases the number of visitors. The access to a common data bank allows of selective addressing of clients. “Payback” in Germany, “S’Miles” in France, “Nectar” in Great Britain or “Connex Land” in Romania [1] are examples of such networks of customers’ relationship of retailers [16, p.238]. Members of the German Network are Real, Galeria Kaufhof, vodafone, Tchibo, conrad, Yves Rocher, Obi, dm-drogherie markt, Optik, Swarowski, and others [24]. The great number of retail trade firms that have joined the Payback system and those still numerous retailers who still employ an own arrangement explains the more than 100 million customers’ cards circulating (May 2005) in Germany (23). The Romanian retail system contains a programme similar to the pay-back programme by means of the advantage card. [20] This programme is recognised in more than five thousand stores all over the country among which various retail chains may be mentioned: petrol stations (Aral, Rompetrol); drugstores (Sensiblu, Yves Rocher, Sephora, The Body Shop, INA Center, Beauty Shop, B&BCollection); bookstores (Diverta, Humanitas); electronic and household appliances (Domo, Depozitul de Calculatoare, Flamingo, Flanco, Helios, Nokia, PHP Gsm, Rombiz, Saturn Electrocasnice, Sony Center, Ultra Pro Computers, Versus); supermarkets (Billa, Ethos, Fidelio, GMarket, Pic); neighborhood stores (Aliment Murfatlar, Annabella, Oncos); DIY (Praktiker); fashion (Adidas, Benvenuti, Bigotti, Dinasty, Donna M, House of Art, Kenvelo, Lee Cooper, Leonardo, Lotto, Nike, Otter, Outlet, Steilmann, United Colors of Benetton), etc. [20] According to some investigations in Romania it is profitable even for smaller retailers to establish a customers’ relationship program provided they are present in at least 8 locations [12]. Though not so common as in western European countries there are some programs used in Romania, too. First trials have been launched already a few years ago. On the one hand Romanian retailers show an increasing interest in tightening the bonds to their customers and to present them tempting special offers. Some retailers have introduced their own customer’ card systems (stand alone loyalty), e.g. the hypermarket Cora of the Belgian group Louise Delhaize [22], Angst – a chain of neighbourhood shops. The tendencies of customers’ orientations are more and more directed towards convenience [15, pp.24-29]. Though petrol stations are no traditional retailers they could therefore take over an important role within the world of retail. Customers who choose their shopping location according to their convenience, i.e. with regard to optimal opening times and shortest distance are a considerable part of total demand.  Besides specialty stores like the electric shops there are, of course, large scale cooperation to be mentioned such as between the hypermarket chains Real (Metro Group) or Carrefour and the BRD Finance. Cora (Louis Delhaize), Centelem IFN and the Do-It-Yourself group Praktiker (Praktiker Holding) do also cooperate with BRD Finance BRD Finance.
	Nb
	Retailer
	Group
	Store format
	Stores (2008)
	Partner with
	Customer Card 

	1
	Metro
	Metro 

Gruppe
	Cash & Carry
	23
	Banca Tiriac
	-

	2
	Real
	
	Hyper-market
	15
	BRD Finance
	-

	3
	Carrefour
	Carrefour
	
	11
	
	-

	4
	Cora
	Delhaize
	
	3
	Cetelem IFN
	Yes

	5
	Billa
	Rewe
	Supermarket
	28
	-
	Points

	6
	Angst
	Angst
	Proximity Shop
	28
	-
	Yes


Table 1. Retailers and their Customer Relationship Programs [2; 13; 19; 21] 

5.Romanian consumers’ Perception of loyalty cards in retailing

The more and more important role of the various instruments by which retailers attempt to „bind” consumers is confirmed by a survey-based quantitative research conducted in one major Romanian city in July 2007 and repeated in May / June 2008. The investigation aimed at different aspects of consumers’ behaviour in retailing. The questionnaire was prepared by a pilot study performed two weeks before. The final field work was done in 2007 by 41 interviewers in 2007 and by 80 in 2008. They addressed more than 8.0000 people of whom about 4.000 responded. After the incomplete questionnaires and those with no answer for over 10% of the response variants had been disposed of, the result was a sample of about 3,500 questionnaires. Taking into account that only the retail stores were expected to be analysed the questionnaires in which retailers from other fields were being analysed have also been disposed of. The final result was 3092 valid questionnaires. The intention has further been to obtain, within each group (store format), a representative subsample of at least 50 questionnaires.The comparison is an interesting one, all the more so as three new hypermarkets (Auchan, Carrefour, Real) have entered on the city market between the two research periods, which triggers not only a change in the competitive structure but also an increase of the attraction and consumer “binding” efforts. Some trade chains (for example CBA) that did not meet by themselves the necessary number of questionnaires were placed in the category of neighbourhood stores.The sampling was carried out starting from the breakdown by sex and age groups of Romania’s population according to the Statistical Yearbook (see the table…), the respondents having to be older than 15 years old.
	Age
	Male (%)
	Female (%)

	below 15
	16,41
	14,83

	15-24
	16,20
	14,77

	25-34
	16,80
	15,28

	35-44
	14,32
	13,45

	45-54
	14,05
	14,03

	55-64
	9,80
	10,66

	65 and older
	12,43
	16,98


Table 2 –Breakdown by sex and age group of Romania’s population [18]

Pursuant to the analysis, a slight deviation of +/- 5% has been ascertained owing to the relatively young population living in the city where the study has been undertaken and the old population’s reluctance to answer the questions.People were asked in various selected locations – private homes, and public places (parks, shops etc.) Some of the questions tried indirectly to capture the experience of people with consumers’ relationship programs. So the interviewees were asked on a seven point Lickert scale ranging from 1 to 7 which retailer is associated with loyalty programmes. By comparing the average values, we are surprised to ascertain that the importance of various loyalty programmes used by retailers increased as a whole in 2008 (3.78) in comparison with 2007 (3.38) Hypermarkets are situated above the annual average values—3,98 as against 3,38 in 2007 and 4,06 as against 3,78 a year later, which ensures the fact that only big competitors can successfully implement loyalty programmes likely to be perceived as such by consumers. At the same time, one has to notice the “boom” of Cora’s loyalty programme stressing the “hyperpoints” card which gets the highest average values for the entire sample.
	Mean

Retailer 
	Total 
	Year 2007
	Year 2008

	
	Mean
	Resp.
	Mean
	Resp.
	Mean
	Resp.

	
	3,65
	3.092   
	3,38
	977   
	3,78
	2.115   

	 Cash & Carry 
	3,42   
	435   
	3,14   
	240   
	3,77   
	195   

	 Metro 
	3,50   
	249   
	3,28   
	114   
	3,69   
	135   

	 Selgros 
	3,32   
	186   
	3,01   
	126   
	3,97   
	60   

	 Discounter 
	2,98   
	307   
	2,52   
	97   
	3,20   
	210   

	 Plus 
	2,95   
	164   
	2,59   
	51   
	3,11   
	113   

	 Profi 
	3,02   
	143   
	2,43   
	46   
	3,30   
	97   

	 Hypermarket 
	4,04   
	1.695   
	3,98   
	442   
	4,06   
	1.253   

	 Auchan 
	3,48   
	271   
	-     
	-     
	3,48   
	271   

	 Carrefour 
	4,19   
	143   
	-     
	-     
	4,19   
	143   

	 Cora 
	5,61   
	486   
	5,32   
	217   
	5,85   
	269   

	 Kaufland 
	3,12   
	619   
	2,68   
	225   
	3,37   
	394   

	 Real 
	3,66   
	176   
	-     
	-     
	3,66   
	176   

	Proximity shops 
	2,82   
	373   
	2,20   
	81   
	2,99   
	292   

	 ABC 
	2,88   
	230   
	2,10   
	39   
	3,04   
	191   

	 Oncos 
	2,72   
	143   
	2,29   
	42   
	2,90   
	101   

	 Supermarket 
	3,52   
	282   
	3,18   
	117   
	3,77   
	165   

	 Billa 
	3,52   
	282   
	3,18   
	117   
	3,77   
	165   


Table 3 – Means of retailers (Resp. = Number of responses per retailer)

A significant value is obtained for the new-comer Carrefour hypermarket, fact which may probably be accounted for by the co-branded card issued in collaboration with BRD-Group Societe Generale. Kaufland has the lowest scores, with values next to those of discounters. Even if the strategy pursued by this retailer is focused mainly on price, it cannot be classified in the category of discounters because it has self-service at various departments (meat department, bakery products, fresh products) An interesting evolution is highlighted by the neighbourhood stores taken as a whole. Even if the average values are low (2,10 in 2007 and 3,04 in 2008) we can nevertheless ascertain an ascending evolution in their case as well, accounted for by the much bigger subsample of the second year and also by the fact that the small stores must draw their clients in order to “outlive” the competition on the part of the international retail chains. This trend seems to be confirmed by the Oncos network, a recent member of the “Card Avantaj” programme. A special case in retail is represented by the two cash & carry units—Metro and Selgros. It is possible that their clients have the sense of a certain prestige, a certain sense of belonging because entry into these units is permissible only to holders of a client card. Highly interesting is also the fact that as Metro has average values below the retail average as a whole for both years, Selgros managed to “detach”, approaching very much the hypermarkets category. This statement is not made at random because if we take again into account customer service, Selgros resembles a hypermarket rather than cash & carry unit.

Final Conclusions

Retail trade in Europe has undergone a deep change during the last decades. Sales and operation planning have become more and more professional. One of the strategic targets is a close consumers’ relationship. Methods and style of thinking have meanwhile arrived in Romania, too. Nevertheless they have not yet penetrated the commercial society. Marketing experts are available to retailers. What is required is foremost an education of consumers to enter the new world. One may ask, whether this development is a good one. Whatever the answer to this question is: The so-called progress is inevitable.
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THE ROLE OF INTERNATIONAL MONETARY FUND IN REDUCING GLOBAL IMBALANCES
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Abstract: The objective of this article is to discuss the trends of recent global imbalances and the financial flows that sustain them, as well as the associated risks with regard to international financial stability and worldwide economic growth. The build-up of global macroeconomic imbalances poses a serious threat for the global economy. The Fund’s current failure to conduct effective multilateral surveillance, as well as its limited effectiveness in fostering coordination among systemically important economies, poses a serious matter of concern. Effective multilateral surveillance and international cooperation can prevent a disorderly unwinding of global imbalances and the contraction of world economic activity. In order to reduce the global imbalances, both the international institutions and national authorities must apply various and complex policies. Some of these policies are certainly more important than others and the differences of opinion among policy-makers, academics and a number of other observers focus on what the right calibration of policy is and what can be expected from the contributions of the various policy approaches for an orderly resolution of existing global imbalances. The term “global imbalances” has been much used of late, covering a broad spectrum of global economic phenomena, and has been on almost every single international policy agenda over the past few years. Most policy-makers agree that global imbalances are one of the key global policy challenges today and an important threat to economic and financial stability in the world.
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1. GLOBAL IMBALANCES AT WORLD ECONOMY LEVEL
The build-up of global macroeconomic imbalances poses a serious threat for the global economy. In order to reduce the global imbalances, both the international institutions and national authorities must apply various and complex policies. Some of these policies are certainly more important than others and the differences of opinion among policy-makers, academics and a number of other observers focus on what the right calibration of policy is and what can be expected from the contributions of the various policy approaches for an orderly resolution of existing global imbalances.                                                                                 The term “global imbalances” has been much used of late, covering a broad spectrum of global economic phenomena, and has been on almost every single international policy agenda over the past few years. Most policy-makers agree that global imbalances are one of the key global policy challenges today and an important threat to economic and financial stability in the world. But few agree on what precisely constitutes such imbalances. Part of the phenomenon is the large trade imbalances, with one country – the United States – running  significant current account deficits which continue to rise, while others, mainly Asian and oil-exporting countries, are recording correspondingly large surpluses. Another aspect of this imbalance stems from the financial side, as there have been and continue to be large international capital flows towards the United States in order to allow it to finance its current account deficit. These factors clearly constitute a risk to global macroeconomic and financial stability that merits the close attention of policy-makers. But how should policy-makers respond to this challenge? It is fair to say that, although most policy-makers share serious concerns regarding the present situation, there is a substantial degree of disagreement about the underlying causes and the question of what policy measures should be taken. Some economists believe that the solution to the problem of international financial instability can be found in strengthening the regulatory role of the IMF (Gilpin, 2001).
2. IMF- REDUCING GLOBAL IMBALANCES WITH MULTILATERAL CONSULTATIONS
The International Monetary Fund’s current failure to conduct effective multilateral surveillance, as well as its limited effectiveness in fostering coordination among systemically important economies, poses a serious matter of concern. Effective multilateral surveillance and international cooperation can prevent a disorderly unwinding of global imbalances and the contraction of world economic activity. Current global imbalances call for the strong involvement of the Fund under its monetary cooperation and multilateral surveillance functions. International financial stability is the Fund’s primary responsibility. In the present context, a first concern arises from the fact that the risks posed to the international economy by global imbalances are not being addressed. Currently, each systemically significant country pursues its own policies in accordance with its individual, often short-term interests, with little or no regard for their international consequences. In order to prevent a disorderly adjustment and help sustain economic activity worldwide the IMF should adopt a pre-emptive stance and encourage a coordinated approach to the resolution of global imbalances. Acting along these lines, the IMF should assume a central role in the resolution of global imbalances by promoting a coordinated shift of aggregate demand from countries running current payments deficits to countries running current surpluses. As the world economy becomes more interdependent and inter-linked, it is less likely that any economy  would be able  to resist an adverse global or regional shock from so-called contagion effects (Lee, 2005).

This would require a more pro-active and assertive implementation of Fund surveillance. In the absence of sufficient financial assistance on appropriate terms, a financial crisis could result in a severe recession or even an extended adjustment process. Therefore, the Fund should stand ready to provide financial support on terms that do not deepen the contraction in economic activity. In recent times the Fund has often failed to provide timely and sufficient financial assistance to stressed economies; assistance has been provided only after a financial crisis had detonated. The threat of global imbalances clearly concerns every single actor in the global economy, and all parties involved therefore need to play their part in resolving the issue. In fact, all recent G7 statements have underlined the shared responsibility for addressing global imbalances. The G7 statements have focused in particular on three factors: policies to raise private and public savings in the United States, improved exchange rate flexibility in Asia and more structural reforms in Europe to foster stronger growth. While there is certainly no single factor that explains or resolves existing imbalances and a set of policies – or policy package – needs to be applied, it is nevertheless important to understand which policy channels are more central than others. The entire international community, including international organizations, has an important role in meeting the opportunities and challenges of globalization. Each institution should contribute in its area of expertise, with minimal duplication of effort. The benefits of globalization are accompanied by important challenges. Global macroeconomic imbalances emphasize that increased financial flows can be associated with increased vulnerability, as we have seen with the recent financial crisis. The IMF has refocused its efforts in order to adapt its activity to a changing world. The guiding principle of IMF is to be responsive to members' needs, focusing on the areas of expertise. In fulfilling that strategic direction, IMF is taking several steps to help countries to maximize the benefits from globalization, while minimizing the associated risks. To achieve this objective, IMF has modernized and strengthened the macroeconomic surveillance activities: globalization brings a need for more frequent cross-country coordination and the Fund is doing this through a new mechanism of "multilateral consultations". The recent "Multilateral Consultations on Global Imbalances" was the first example of this particular form of dialogue and the policy formats reached last year (2007) remain relevant in present.

The principal goals of the IMF's 2006-2007 Multilateral Consultations on Global Imbalances - to sustain global growth while reducing global payments imbalances - are not being attained because of   two forces - financial market turmoil and the sharp rise in energy and commodity prices - which have been combined over the past year to push the global economy off the path of solid growth and low inflation that had prevailed since 2003.The Managing Director's April 2006 Report on Implementing the Fund's Medium-Term Strategy proposed that existing IMF surveillance arrangements should be complemented with a new vehicle - multilateral consultations (MC). The objective of this first MC was to provide a forum for improving understanding and sharing views on global imbalances and how best to reduce them in the context of sustaining robust global growth. The countries involved in the MC were chosen either because they are directly party to the existing imbalances through their current account deficits or surpluses, or because they represent a very large share of global output and could contribute to sustaining world growth as demand and savings patterns adjust; over the year 2006, the IMF has convened several rounds of multilateral talks on global imbalances in an effort to head off risks to global growth that might trigger an abrupt unraveling of the imbalances caused by the large U.S. trade deficit, surpluses in China, Japan, and oil-producing countries, and the need for structural reform in the euro area to boost economic growth. The IMF invited them to participate because those five economies could, as a group, play a major role in both helping reduce the imbalances and sustaining world growth at the same time. The five participants (China, the euro area, Japan, Saudi Arabia and the United States) in the consultations on global imbalances and the IMF staff considered that:

- the consultation process has proved a useful initiative, bringing together representatives of relevant economies to discuss how best to make progress in addressing this critical challenge; 

-the discussions have been open and constructive and have contributed to an improved understanding of the issues and of each other's positions;

-the implementation of their policy plans would in combination constitute a significant further step toward sustaining solid economic growth and resolving imbalances.





In a report to the IMFC on April 14 (2007) , the five participants in the talks provided detailed policy plans elaborating steps already taken and anticipated to support the IMFC's strategy, adopted in 2004, to reduce global imbalances. The five parties in the multilateral consultations outlined the following goals aimed at reducing global imbalances - which actually have shown signs of stabilizing and even improving vaguely after 2006, in part thanks to past policies:

-China: plans to reduce external imbalances; boost domestic demand, particularly consumer demand, and rebalance investment and consumption; further promote balanced external sector development; speed up financial reform; and further improve the exchange regime "in a gradual and controllable manner."

- Euro area: plans to further reform the product, labor and financial markets.

-Japan: plans to reform the labor market, facilitate inward foreign direct investment, strengthen competition in key sectors, and further advance fiscal consolidation.

-Saudi Arabia: plans to increase spending on social and infrastructure investments and on expanding oil sector capacity.

-United States: plans to further fiscal consolidation over the medium term, reform the budget process to contain spending growth, reform entitlement programs to strengthen long-term fiscal sustainability, adopt tax incentives to support private saving, increase energy efficiency, promote pro-growth, open investment policies; and improve capital market competitiveness.

Thus, overall, the plans outlined through the consultation process continue to provide a relevant roadmap for policies that both help serve national interests and contribute to reducing broader risks to the global economy that are a collective concern. Reducing global imbalances is fundamentally a multilateral challenge and resolving them in a manner compatible with sustained robust global growth is a shared responsibility. The policies set out in the IMFC strategy are in each individual economy's own interest, as well as desirable from a multilateral perspective. Moreover, an orderly unwinding of imbalances would benefit the world economy more generally, including because sustained imbalances could add to protectionist pressures. According to the IMF analysis supporting the Multilateral Consultations, failure to produce sustained stronger domestic demand growth in the major surplus economies could result in both slower global growth and sustained imbalances that eventually would tend to undermine the confidence of both investors and consumers and potentially heighten economic and financial volatility. Moreover, IMF is concerned that new imbalances will build up in economies with less absorptive capacity, thinner financial markets, and less established policy credibility - for example, some emerging markets. Just as the Multilateral Consultations provided a roadmap for the macroeconomic and structural policies needed to restore global growth while reducing imbalances, a set of plans for dealing with the financial market disruptions has been developed by the Financial Stability Forum's Working Group - of which the IMF is an active member. The Working Group's proposals provide a multilateral basis for overcoming the current problems and for implementing structural reforms that will make a recurrence of the recent turmoil substantially less likely. Key elements of the plan indicate that:

1. Central banks need to remain supportive of inter-bank markets to ensure that these markets do not seize up, while at the same time taking care to avoid taking on inappropriate credit risk. The UK authorities' recent decision to extend the term of its swap arrangements to up to three years provides a useful illustration.

2. Supervisors need to take forceful steps to enhance disclosure by banks and other financial institutions to re-assure markets that the system is sound. And while large banks have been successful in attracting additional capital, existing shareholders also should not shrink from curbing dividends to help rebuild balance sheets.

3. Regulators need to be prepared to take early action to deal with stressed institutions, since the experience of the past decade illustrates that delaying action only exacerbates the risk of contagion across institutions or borders.

4. And, finally, fiscal and other authorities need to develop contingency plans for dealing with potentially large stocks of impaired assets. At the same time, we must not lose sight of the need for fundamental medium-term steps to help avoid future episodes. IMF considers that there are priority needs in the following areas:

• First, credit discipline needs to be strengthened, and recent U.S. proposals to tighten regulation and oversight over mortgage originators represent an important step in the right direction. And regulators, credit rating agencies, and financial standard setters need to look closely at how structured credit products are treated to help ensure that the unusual risks they imply are appropriately taken into account.

• Second, supervisors and regulators need to ensure that financial institutions employ better risk management. This has to involve more effective and stricter consolidated supervision, as well as other steps to reduce the incentive to move assets off their balance sheets.

• Third, central banks, supervisors and ministries of finance need to improve financial safety nets and crisis management frameworks. For example, central bank liquidity facilities have to be flexible enough to provide support to solvent but liquidity impaired banks, and deposit insurance and bank resolution need to be designed in ways to avoid problems in one bank eroding confidence in the system as a whole. 

Encouragingly, these policy messages have been given a strong multilateral endorsement, including by the IMF's membership and by G7 finance ministers; the G7 has supported an action plan that includes several key, with additional measures to be implemented by end 2008. These measures are constructive and IMF believes that a strong and determined multilateral commitment to action on all these fronts is essential to help ensure that the macroeconomic effects of the present crisis are controllable. However, the immediate focus has to be on restoring normal functionality to global financial markets. Key authorities have shown their willingness to react decisively and flexibly to evolving and unexpected circumstances in order to promote this target. The Multilateral Consultations have created a potentially powerful tool for addressing the challenges posed by global imbalances, but the full implementation of these plans is the key to achieving the dual goals of bringing down imbalances without sacrificing global growth. 
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AN INVESTIGATION INTO THE FACTORS AFFECTING ADEQUATE APPLICATION OF INFORMATION AND COMMUNICATIONS TECHNOLOGY (ICT) BY MANAGERS IN THE NIGERIAN PUBLIC SECTOR
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 Abstract: The global revolution in Information and Communications Technology (ICT) experienced in the last two decades paved way for massive improvements in the manner management functions are executed worldwide. This study evaluates the impact and impediments to maximum utilization of ICT in enhancing management functions in the Nigerian Public Sector. With the aid of a questionnaire survey covering senior civil servants in the public sector and analysis of their responses, the paper empirically investigated causes of the officers’ inabilities to adopt ICT adequately in performing their functions. Among the findings are that; poor state of infrastructure, lack of technical know-how and non-availability of latest technology hinder the use of ICT in performing managerial functions in the Nigerian Public Sector. 
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1. INTRODUCTION

Over the last two decades, activities relating to Information and Communications Technology (hereafter, ICT) experienced an unprecedented evolution leading to increased sophistication in both computer hardware and software. The era also witnessed the emergence of the Electronic Mail (email), and the Internet. Consequently, a combination of these evolutionary processes made it possible for modern organizations to consider the development of strategic information systems (Jackson, 1998). While it can be argued that the application of ICT in developing Management Information Systems (hereafter, MIS) is more visible in the private sector, it is also rational to expect the enhancement of public sector operations through the development of effective MIS. Hence in the light of this observation, this study seeks to provide empirical evidence regarding factors militating against the development of effective MIS based on latest ICT for purposes of improving public sector operational performance within the Federal Public Service in Nigeria. After identifying likely reasons why MIS in the Nigerian public sector has not been functioning effectively, we carried out a questionnaire survey covering Deputy Directors in charge of information and administration within the country’s Federal Public Service. Our analyses brought to fore the fact that the ineffectiveness of MIS within the Nigerian public service is attributed to factors including; inadequacy of funding for ICT and MIS projects, lack of expertise and training opportunities and the personal attitudes of public officers among others. The rest of the paper is sub-divided into four sections covering; literature review, structure and operations of the Nigerian Federal Public Service, research methodology, results, analysis and conclusions.

2. LITERATURE REVIEW

The term Information has been severally defined in the literature. For instance, according to Wilson (2005) it is simply, knowledge derived from study, experience or instruction. On the other hand Communication has to do with the process of conveying information from a sender to a receiver through the use of a medium in which the communicated information is understood by both sender and receiver (Armstrong, 2006). This supposes that the effectiveness of communication is crucial to information management a situation that also explains the recent explosion in the application of computer based technology to enhance the flow of information within and outside organizational networks. Studies in the literature relating to ICT and its impact on MIS and organizational performance (Reponen 1993; Fuller-Love and Cooper 1994 and Harry 2001) have provided volumes of findings and conclusions regarding such perceived relationship. However as noted by Taylor and Williams (1994), the relationship between change in organizations and the introduction of new technology still remained to be deeply researched and analyzed. Our study thus seeks to extend this research frontier by analyzing the factors accountable for the inability of the increasing wave of ICT development to have a significant impact on the Nigerian public service. Already existing in the literature are three models pertaining to the impact of ICT development on organizations. The first which is referred to as the technological impact model, assumes that technology can perform the work of managers more efficiently than humans, which means, new information systems enforces rigorous discipline on individuals especially managers (Kimble and Mcloughlin, 1995).The second model, also known as the Social impact model has to do with the social effects of ICT on organizational behavior. Based on the assumptions of the model, it is argued that, the impact on managers as a result of the introduction of ICT, is not necessarily from the ICT, but from the way an information using ICT is designed and used. This presupposes that corporate values are inevitably built into systems with the intension of bringing about certain outcomes (Dobson and Stewart 1993). With the third model the basic opinion is that, it is not rational to assume that technology changes organizations, or that organizations shape technology. Rather, it appears each tend to help in shaping the other even though the nature of such a relationship is still considered  complex and probably needing further empirical investigations (Jackson, 1998). Therefore based on this assumption, we presume in our study that the interaction between an ICT enhanced MIS and public service organizational values is capable of enhancing the efficiency and effectiveness of personnel in the Nigerian public service. 

3. STRUCTURE AND OPERATIONS OF THE NIGERIAN FEDERAL PUBLIC SERVICE

Nigeria is a country located in the West African sub-region and shares boarders with four other countries.  With a population about 140 million, it is the most populated country in Africa and also has the largest civil service employment in the continent (ILO, 2006). The Federal Ministries (23 in number), provide the administrative structures for the implementation of government programmes, plans and policies. Based on the operations of the ministries conventional management activities including; planning, organizing, controlling, coordinating and decision making are undertaken routinely. It is therefore apparent that for purposes of carrying out these functions effectively, all the ministries require MIS that are high technology driven. In terms of specific areas of application, effective MIS is arguably required in all ministries for the preparation and communication of annual budgets regarding revenues, expenditures and other public policies. In recent years there are criticisms reported about poor information management, inaccuracies and often non-availability of data and lack of information for purposes of monitoring, regulating and controlling of public service operations (Akindele 2006). In line with these criticisms therefore, our study was designed to investigate the reasons for the reported failures in the public service communication network by identifying the likely reasons that responsible, conducting an opinion survey to obtain relevant data, analyzing and drawing appropriate conclusions. 

4. RESEARCH METHODOLOGY AND APPROACH


Our research design calls for a methodological approach in which primary data has to be collected for purposes of obtaining information regarding the current status of the phenomenon being studied. Consequently, we had to derive data from primary and secondary sources. Primary data was obtained through a questionnaire survey and personal interviews involving Deputy Directors in charge of information and administration in the twenty three (23) Federal Ministries in Nigeria as at December, 2007. This method of data collection was found appropriate because it helped to get the views of the literate population in concise terms. Secondary data from relevant books, journals and other periodicals were also consulted.  A total of forty six (46) questionnaires were administered among the selected Deputy Directors in the sample. Following the elimination of incomplete and invalid responses, our final sample size for testing hypothesis one was N=40, while the sample size for testing hypothesis two was N=34. The two statements of hypotheses are as follows:

H0:
Lack of infrastructural facilities has no impact on the 
utilization of ICT-
based MIS by Nigerian federal public servants.
H1: 
Lack of infrastructural facilities has impact on the utilization of ICT-
based MIS by Nigerian federal public servants.

H0:
The level of technical know-how and availability of training facilities has 
no impact on the utilization of ICT-based MIS by Nigerian federal public 
servants.

H2:
The level of technical know-how and availability of training facilities has 
impact on the utilization of ICT- based MIS 
by Nigerian federal public 
servants.

4.1
Test of Hypotheses

Chi-square statistical test was used in testing these hypotheses and the test statistic is calculated thus:

Where:
O = Observed frequency, E = Expected frequency, andK = Number of groups


Decision Rule: Reject Null if  


 otherwise accept the alternative.

Table 1 Computation of Chi-square (X2) for Hypothesis One

	Variables
	O
	E
	O-E
	(O-E)2
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	1
	5
	13.5
	-8.5
	72.25
	5.351852

	2
	5
	13.5
	-8.5
	72.25
	5.351852

	3
	20
	13.5
	6.5
	42.25
	3.12963

	4
	10
	13.5
	-3.5
	12.25
	0.907407

	X2
	14.74074


As shown by the results in table 1, the value of chi-square computed is 14.74 with a degree of freedom (d.f) of 3 which is higher than the critical value of Chi-square at the 0.05 level of significance. In view of this, we reject the null hypothesis and accept the alternative. 

Table 2 Computation of Chi-square (X2) for Hypothesis Two

	Variables
	O
	E
	O-E
	(O-E)2
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	1
	3
	14.3
	-11.3
	127.69
	8.929371

	2
	7
	14.3
	-7.3
	53.29
	3.726573

	3
	18
	14.3
	3.7
	13.69
	0.957343

	4
	6
	14.3
	-8.3
	68.89
	4.817483

	X2
	18.43077


As indicated in table 2, the Chi-square calculated is 18.43 with a degree of freedom (d.f) of 3 while Chi-square critical value is 7.82 at 0.05 level of significance. In view of this, we reject the null and accept the alternative hypothesis. 

5.RESULTS AND DISCUSSION

Results from the two hypotheses tested indicate that; the lack of ability to apply ICT-based MIS by public servants in the Nigerian public service can be partly attributed to two factors. These are; the lack of infrastructural facilities and the level of technical know-how and availability of training opportunities. These findings invariably suggest that the affected public servants are not given access to state-of-the art technology such as latest versions of computer software applications and neither are they opportune to acquire adequate training towards skill acquisition and enhancement. As one would reasonably expect, these problems are also likely to be connected to other developmental problems such as; insufficiency of funding, attitudinal problems of individual staff and lack of policy and administrative stability among others. Implication wise, the problems must have significantly affected the levels of performance in the Nigerian public sector in general, a situation that had been observed by many previous researchers. However, in view of the limitations of our study especially the facts that the survey was restricted to very senior personnel and the use of only two hypotheses, requires that the results need to be interpreted with caution.     

6.CONCLUSION
Information and Communications Technology (ICT) recently created opportunities for organizations to develop highly effective Management Information Systems (MIS) for better service delivery. However, the situation with the public service in Nigeria suggests that such a window of opportunity is not effectively utilized thereby reducing the efficiency of service delivery in the country. Going by the circumstances in the country, it appears the inability to make use of the opportunities created by the global evolution in ICT is linked to problems ranging from lack of needed infrastructural facilities to inadequacy of training opportunities and other developmental inadequacies.   
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THE ROLE OF THE HUMAN RESOURCE FUNCTION FOR THE ORGANIZATIONAL PERFORMANCE
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Abstract: The human resource professionals have to face nowadays an important challenge: to demonstrate the added value that the Human Resource Management can create for an organization. The concern for the increase of labour productivity and profitability caused serious personnel downsizing in many enterprises from various activity fields. Yet, it is difficult to tell if these enterprises have become more performing. That is why this paper tries to reveal the contribution of the human resources activity to performance and to the competitive advantage and to identify the methods that could properly measure the influence of the human factor. The theoretical approaches and the analyzed cases studied will bring a useful input for the present and especially for the future of this field discussed below.
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1.ORGANIZATIONAL PERFORMANCE

The increased interest for the human resources and the significant changes in the managers’ attitude towards this activity field made us investigate more deeply the relationship between the human resources and the organizational performance. Thus, we analyzed the recent evolutions and we interpreted the occurred changes in order to anticipate the future exigencies that the managers will have as regards the human resource function. This analysis allows us to reveal the fact that the market pressure forced the small and big organizations to intensify their concerns for strategies. Strategic options such as diversification, vertical integration, alliance and cooperation, external development modify profoundly the action area of the businesses, requiring the development of geographical and professional mobility, and the necessity of integrating the personnel.Under these circumstances, the human resources function becomes an extremely important support for applying the global strategies of the economic organizations. Managers are continuously looking for a balance point between the two fundamental ideas that sustain their actions: One reflects the manager’s belief that it is impossible to create value for shareholders without having clients satisfied with the products and services conceived and made by devoted employees and The other starts from the fact that, in order to increase productivity it is often necessary to externalize the activities that create less value and to resort to serious personnel downsizing.  Anytime the economic dimension is stressed and the aspects concerning the human resources are ignored, the solutions are temporary. It is obvious now, in 2008, that obtaining performance without implicating and motivating the employees is just an illusion. In order to reveal the effects of the decisions that affect the human resources, we will present below the content and the characteristics of the concept of performance. The concern for performance, both theoretical and practical, did not lead to a consensus as regards the content of the concept and the determining factors. Studying the various opinions in this field we notice that: The number of definitions is equal to the number of the person who formulate them; Performance has a multidimensional character; Some of the synonyms for performance are: efficacy, efficiency, productivity, utility, competitiveness or profitableness. Many practicians and theoreticians in the management field consider that global performance comprises 3 criteria: utility (pertinence),  efficacy  and efficiency of the activity. In other words, productivity is the modality to measure efficiency, and competitiveness allows quantifying efficacy and utility of the organization in relationship with clients.
In conceiving and monitoring performance are involved the interests of the owner, of the clients and of other stakeholders concerned with creating and preserving the jobs, with the tax payment, with the environmental protection, with reward systems, or with work safety and satisfaction.

Performance is thus a compromise between the results obtained by those interested in it. All the actors want that the perenniality of their organization be ensured on the basis of: cost control; human capital development; client’s satisfaction; increase of income; increase of profitableness.

The figure below presents the graphical representation of these interests:







Creşterii Rentabilităţii


                                             

Figure 1. Premises for the perenniality of the organization

Under these circumstances, it is obvious why the business focuses mainly on the sources of performance and discovers that, together with their organization evolution and of the external context, the sources change. Thus, performance is often based on: work organization; the quality of the strategy (that is a strategy in harmony with the environment in which the organization functions and which is able to guarantee competitiveness); efficiency and efficacy of the human resources, expressed by the following formula:Eh = MCC, where:  Eh – represents efficiency and efficacy of the human resources, M- represents Motivation,C – represents Competence and C – represents Culture.

2.ASSESSMENT OF THE HUMAN RESOURCES FUNCTION

Stressing the contribution of the human resources function to the newly created value in an organization does not simply eliminate the concern to quantify the created advantage, but also raises the problem of finding and improving certain methods that can be used to assess this activity field. Nowadays there are two big families of assessment methods: qualitative and quantitative methods.

1. The family of qualitative methods includes:Reports presenting the results of analyses carried out by experts who do not work in the company and who are requested to assess the quality of the human resource management in comparison with the other organizations; The conformity audit that offers answers to various questions, such as: does the human resources function comply with the legislation in force? Do the activities comply with the procedures defined previously within organization?The method is simple, adapts to the specific of the organization and indicates the fields that require improvements.

2. The family of quantitative methods comprises:

a)The calculation of the assessment indicators 

The assessment indicators are projected on the basis of quantification the interests that we have: we can be concerned with the human resources as a whole and then we will calculate age, years of work, experience, productivity, competence, degree of involvement in work, absenteeism, fluctuation, etc. or we can be concerned with human resources management and we will assess the way of communication, the work environment, the interpersonal relationships.

Regardless the goal, the indicators should be pertinent, should measure what they were intended to and should be simple so that they can be interpreted without difficulty, and representative, that is to measure an important part of the phenomenon in case.
b) Human resources accounting 

This method allows calculating the capital invested in human resources and allows quantifying it in different ways:

- at the historic cost composed of the recruiting cost, training cost, integration cost for each employee. This approach has the disadvantage that it does not accept the idea according to it the capital can be valorized within organization and that “on the spot” learning does not have visible costs.

- at the economic value, that is at the updated sum of the incomes that this capital can produce. For this assessment, the starting point should be the salary desired by the employee, salary that can be determined according to the level of qualification or according to the competence and the salary politics applied by the analyzed organization. In order to obtain a correct assessment, it is necessary to have a perfect concordance between the individual contribution and the received salary. However, things are not always this way: the salary can be established on the basis of a collective agreement resulted from negotiations between various forces and it often happens that a part of the individual potential is not remunerated when the assigned role does not allow its fully manifestation;

- at the replacement cost. In order to calculate it, we should answer the following question: which would be the cost of making up a new collective of employees in an organization if they all left the company at the same time.In order to get a proper answer to this question we should take into account the fact that the staff cannot be replaced with the same remuneration conditions.

c)Method cost-benefits 
The economic consequences of the employees’ behaviour on their work are easy to identify: productivity, delays, absenteeism, accidents, strikes, human resources rotation. This method involves establishing the costs associated to certain behaviors and comparing them with the consequences previously mentioned.
Faced with these calculations, the managers will naturally choose programs that bring benefits higher than the cost.

d)Rate of investment recovery

The principle on which this method is based is very similar to that on which the previous method is based. The calculated indicator is:

Rri =    Benefits ( economies, supplementary incomes)


                                     Activity cost

This method is used especially in the work safety (accident prevention), work productivity, quality improvement, in training, payment or personnel involvement.

e)Balanced scoreboard

Balanced Scoreboard (BS) is a complete scoreboard, elaborated by Norton and Kaplan who insist on the fact that the financial perspective prevails in the judgments regarding the performance and that managers should be focused on maximizing the effects produced by the invested capital.

The basic scheme on which the theory of Norton and Kaplan is based is the following
	Maximizing the effects of the invested capital





	Developing the clients




	Developing the management processes (innovation processes and operational processes)





	Learning and growth




Figure 2.   Theory of the organizational performance

The objective of maximizing the effects obtained from the capital investment can be attained if the enterprise answers properly to the clients’ needs; thus we will measure level of clients’ satisfaction, the level of clients’ loyalty, the variation of the clients number and of the incomes they bring to the enterprise, the market share etc. Moreover, according to the authors of the above mentioned theory, the organization should develop means for ensuring the long run development: human resources, information systems and organizational procedures. We brought forward this theory due to its focus on the human resources and we consider extremely useful the proposal of Kaplan and Norton to include in the scoreboard the results (effects) of a good human resource management:
1.The employees’ satisfaction (generated by their involvement in the decision making process, their work recognition, access to information necessary for their work, possibilities of development, creativity and initiative, the favourable image and environment within the company);

2.The employees’ loyalty: measured by the means of the fluctuation process of the key personnel, in which the company invested;

3.The employees’ productivity calculated as a report between the volume or the value of sales and the total employee number or the added value and the total employee number.

At the same time, Norton and Kaplan propose for the scoreboard three elements that the human resource management can monitor and influence in the view of increasing performance:

1. The personnel competence. We can follow the evolution of the re-qualification level and the percentage of employees that have to be re-qualified. Thus we will identify the critical positions in the value chain and the profile of the competences necessaries for each position.  

2.The social climate. We can study the level of employees’ motivation (the number of suggestions formulated by the employees and implemented) or/ and teamwork (the number of projects that involve more departments).

3.The capacity of the information systems. In order to stress the importance of the information systems we will detail this subject below.

3. HUMAN RESOURCE INFORMATION SYSTEMS

At the level of the economic organizations, information and its management influence visibly the global performance. The main requests for the information system in this context are the following:To satisfy the social, legislative and fiscal requirements and to allow the drawing up of specific reports;To allow the spread of the information necessary for the right and in time substantiation of the decisions adopted at various hierarchical levels; To function with the lowest possible costs (this is the reason why many organizations externalize certain human resource activities such as those regarding salaries); To favour the coherent human resources function within the organizational structures that have a strong decentralization tendency. Despite the diversity generated by the activity nature, by the organizational dimension or by the type of management, we can notice that the information system in the human resources field has three levels: Operational level that includes the operations of current exploitation: remuneration, drawing up and submitting the declarations regarding the employees, the management of personnel and of leavings, of social relations. In these activity fields the data volume is extremely important, requiring a high level of electronic information; Regulation level which prepares the implementation of the strategies: personnel assignment, choosing the training activities, making up the necessary budgets, drawing up the recruitment plan, carrying out the management control. At this level the activities are mainly in electronic format; Strategic level that includes the policies regarding the creation of new positions, remuneration, training, promotion, mobility. Taking into account the nature of the activities the degree of electronic format is reduced. At the same time, at the level of each organization, the information system in the human resources is structured in four main fields: personnel field that includes recruitment, monitoring the increase or decrease of the number of employees, the anticipatory management of the positions, good knowledge of potentials, career planning, age pyramid; salary and social costs field that includes implementing of the salary policies and drawing up and implementing the expenditure budget regarding the personnel;

competence field that includes drawing up and implementing the training plan and the individual and collective assessment of the personnel and social climate field that includes performance assessment, developing the social dialogue, and the internal communication process.

According to the management philosophy within organizations and according to the vision concerning the human resource activities, the information system can have a higher or lower degree of centralization, which implies advantages and disadvantages that are described below and that should be assessed before making the choices in this field.  











Tb.1

	
	Centralized information system
	Decentralized

information system 

	Advantages
	Social status equality for employees 

Decision homogeneity 
	Flexibility

	Disadvantages
	Slow decision making process

Absence of responsibilities of the decentralized  links 
	Internal competition (as regards salary, work environment) that can affect collaboration


The analysis of the consequences that the degree of centralization of the information system frequently leads to choosing an intermediary structure that should take into account criteria such as: the nature of environment, the costs of the system, the management style that determines the decentralization degree of decision or the specific of the activity carried out within organization. 

Conclusions 

Despite the obvious progress registered lately by the human resource management in some companies in Romania, at the national level it is still under the performance in Western Europe and the United States. The specialists’ studies show that especially banks, telecommunication and insurance companies, in general the big multinational companies that activate in our country, are the main investors in the human resource field. According to PricewaterhouseCoopers, in Central and Eastern Europe, the specific departments of the multinational companies in the fields mentioned above spend about 355 euro/person annually, while in the Western countries, the investment is almost double. Introducing several assessment methods of the contribution of human resources to the organizational performance – methods presented in the paper – can convince managers that the investment in salaries is covered in time and the general performance of the company increases thus significantly. Under these circumstances, the professionalism of the human resource specialist becomes an essential factor that helps the relationship between human resources and performance to be advantageous both for employee and for organization. 
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THE EXTERNAL GROWTH OF ENTERPRISES IN THE PRESENT-DAY CONTEXT OF GLOBALIZATION
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Abstract: The increasing competition, the technological evolution and the desire for performance force enterprises to develop, that is to grow. In fact, growth is a complex phenomenon that can be realized in different ways that generate multiple transformations with veritable consequences on the structure of enterprises. My paper briefly presents the modalities of external growth of enterprises in the present-day context of globalization. 

Key words: competition ,globalization,  growth

The increasing competition, the technological evolution and the desire for performance force enterprises to develop, that is to grow. In fact, growth is a complex phenomenon that can be realized in different ways that generate multiple transformations with veritable consequences on the structure of enterprises. In order to grow, the enterprise is offered the following possibilities: the purchase of new tangible and intangible fixed assets – a process corresponding to an internal growth, and/or taking control over other societies that already own the necessary fixed assets – process corresponding to an external growth. My paper will briefly present the concept and objectives of external growth as compared to the internal growth of enterprises in the present-day context of globalization.  

By internal growth, the enterprise directly creates and purchases the assets necessary for its development, the internal growth being defined as an enterprise development resulted by its own efforts on the market and its own investments in production capacities, having as consequence the growth of the enterprise’s tangible and intangible assets. When it is the result of a domination strategy by means of costs, the internal growth allows the obtaining of as low as possible production costs. Thus, there are created the premises of a low-price policy that views either the elimination of the market competition, or the discouragement of the potential competition. From a financial point of view, the internal growth strategy uses a financing policy dominated by the concern for ensuring the balance between the economic growth ratio (measured by the turnover evolution) and the rentability rate. Also, in order to ensure the financial independence, the enterprise must choose a financial policy characterized by prudence and rigour. Thus, the purchase of new assets has to be funded, first of all, from equity, the appeal to long and medium term external assets being recommended only when they generate a levier effect that would improve the financial rentability of equity. The internal development, characteristic to enterprises with a solid competition position, has some advantages, out of which:

- the rhythm of growth is characterized, most of the time, by regularity, fact that allows an easy management of the enterprise development; 

 - the adaption to new growth structures is done quite easily as there are no “foreign elements” to be included in the organization.  

Without leaving aside the advantages of internal growth, we also have to take into account its disadvantages: 

- when a certain diversification strategy is aimed, this can develop slowly due to the fact that the enterprise must approach new products and markets where they have a limited experience; 

- sometimes, the internal growth can generate the risk of an inoperative and difficult to control gigantism. 

By the external growth, the enterprise has as objective the taking of control over another enterprise, by taking shares from judicially independent societies, and not the direct purchase of assets (tangible and intangible assets) necessary for the development of its activity. At the end of last century, the external growth represented a phenomenon that characterized the economies of industrialized countries. During this period, the amplitude of external growth operations was encouraged by the conjugated action of more factors, such as: the increasing competition, which imposed a restructuring of groups; the globalization of exchanges that forced the enterprises to develop sufficiently so as to make use of the unique global market; the development of the stock exchange and the stock exchange crash, which, due to the undervaluation of some enterprises by the market, have offered new financial opportunities, etc.   
At present, the globalization and economic integration phenomena have become more and more important due to some determinant factors, such as: 

-the embracing  of the free market idea by as many world states as possible; 

-the permanent evolution of technology;  

-the movement of the centre of interest from the developed countries towards the developing ones; 
-the opening of priorities to trade, technology transfer in all world areas. 

In fact, the adoption of an external growth strategy is natural for the enterprise and it is preferred to the internal growth due to the low cost and advantages conferred by the taking of control concerning the activities portfolio and savoir-faire. The external growth, realized by taking control over other societies, can have as main objectives: (Nussenbaum, 1997) 

-the growth of economic and financial performances through synergies; 

-the solving of agency problems and the improvement of an inefficient management; 

-the satisfaction of the managers’ ego and personal motivations; 

-the obtaining of financial advantages. 

According to the opinions of some specialists in the field, an enterprise whose performances are not appropriate can improve its results and value if it passes under the control of a more efficient society. This growth of performances can be explained by the realization of operational and financial synergies (synergy= concentrated operations of more organizations).   

Synergy gains can appear as a consequence of the market share growth due to horizontal acquisitions, when the acquired company is from the same sector of activity as the acquiring one, or vertical, when client-supplier relationships are realized, between the acquired company and the acquiring one. These two types of acquisitions, horizontal and vertical are associated with two types of potential advantages: 

- the economies of scale, which constitute the main objective of horizontal growth operations. These economies are materialized in the reduction of the production cost due to the growth of the production volume (the repartition of fixed costs on a greater number of fabricated products). Also, the economies of scale resulted after a regrouping operation will be as greater as the capitalization intensity is higher. .  - the exploitation of accumulated experiences by the acquired companies; 

- economies of variable costs by regrouping  the production and the reduction of the sales expenses, etc. 

By taking the control over other companies, enterprises try to increase their market power, but the increase of the market share can also lead to a monopoly power. As a consequence, the centralizations of enterprises are subject to certain regulations, even if the assumptions of control are an important element for the improvement of the enterprise efficacy. The agency theory is one of the most debatable problems concerning the relationship between managers and shareholders. The shareholders assign managers to manage their businesses, but, as the former do not have the necessary means to control the latter’s decisions, they accept the control costs (the agency costs) afferent to the surveillance of the managers’ activity. Regardless of the control procedures used by shareholders, the managers that are not shareholders will never have the optimal behaviour for shareholders. It is known that, when the enterprise has liquidities in excess, the managers prefer to invest in high-value and debatable efficiency projects than to distribute annual dividends to shareholders.   

In other words, the managers that do not own or own too little shares in the enterprises they manage can have different interests from the shareholders’. In fact, the shareholders-owners are interested in the maximization of rentability, and respectively of the enterprise value, while the managers prefer the enterprise growth and the growth of its power, even if this is to the detriment of the enterprise value. The external growth can be a means of solving the conflict between managers and shareholders, as the transfer of control of a society to another society allows the replacement of managerial teams and the management in accordance with the sharehilders’ interests. In the opinion of some specialists in the field, the takings of control can be also be justified by the managers’ desire for power. Thus, assumptions of control can be done at much higher prices than the real value of the acquired society. .

As they do not have the possibility to accomplish such operations too often in their career, managers try to convince themselves of the fact that the target-society is undervalued and, as a result, are willing to pay a control bonus, offering an overvalued price at the acquisition. Another reason can also be the relationship between the remuneration of managers and the size of the enterprise, the taking of control over another society is thus a means by which managers can increase their remunerations. The external growth can also be motivated by fiscal reasons, as, in certain situations – the merger, for example – the acquiring company has the possibility to beneficiate from the fiscal deficits of the acquired society. If, from an organizational point of view, the external growth can be realized vertically, horizontally, or as a conglomerate (by taking shares from enterprises of different sectors of activity), from a judicial point of view, the external growth operations can be realized by: the direct acquisition of shares; the acquisition of bonds within the merger by acquisition. The external growth through acquisition merger operations is different from the previous operations as they do not generate payments, the shareholders of the acquired society being remunerated by shares of the acquiring society. Whatever the way of realization, the external growth leads, in all cases, to the constitution of groups of firms, characterized by decision unity, able to emphasize the means and the dispersed resources belonging to more economic entities.     

References:

Hurduzeu Gh. (2002) Achiziţiile de firme pe piaţa de capital (The acquisitions of firms on the capital market), Bucharest: The Economic Publishing House.

Săcărin M. (2001) Contabilitatea grupurilor multinaţionale (The accounting of multinational groups), Bucharest: The Economic Publishing House.
Nussenbauum M. (1997) Prix de controle, fusions acquissions, Encyclopedie de gestion, vol.3, Paris : Economica.
SOCIAL MEDIA: CREATING A NEW APPROACH IN MARKETING COMMUNICTION
Sarah DIFFLEY, James KEARNS, Simon STEPHENS, 
Letterkenny Institute of Technology, Ireland

Abstract: This paper focuses on the evolution of social media and the effect it is having on communication between companies and consumers and between consumers. It traces the evolution of social media and how it differs from traditional media. Awareness and adoption levels of social media are high and the changes in consumer behaviour are uncovered. It then questions how marketers will be affected by this new media and assesses some of the implications for business and marketing.
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INTRODUCTION

The Internet as a communications medium has provided consumers with innovative new ways to connect with one another and social media in particular has become a primary driving force in allowing consumers to connect, share and disseminate information to one another.  This has signalled a “power shift” in the world of business as social media has given the consumer’s control.  They can actively participate in social media by adding comments or even editing it in some way.  This article will look at what social media is, how it differs from traditional media and the implications of this explosive new media for business and marketing.

SOCIAL MEDIA DEFINED

‘Social Media describes the online tools that people use to share content, profiles, opinions, insights, experiences, perspectives and media itself, thus facilitating conversations and interaction online between groups of people.  These tools include blogs, message boards, podcasts, micro blogs, lifestreams, bookmarks, networks, communities, wikis and vlogs.  A few prominent examples of social media applications are Wikipedia (reference), MySpace and Facebook (social networking), Twitter and Jaikue (presence applications), YouTube (videosharing), SecondLife (virtual reality), Upcoming (events), Digg and Reddit (news aggregation), Flickr and Zoomr (photo sharing).  Social media is the democratisation of content and the understanding of the role people play in the process of not only reading and disseminating information, but also how they participate.  It is the shift from a broadcast mechanism to a many-to-many model, rooted in a conversational format between authors and people’ (Solis, 2007). The strength and popularity of social media became evermore evident when TIME magazine did something it had never done before and nominated “You”, the virtual consumer as the 2006 Man of the Year (Constantinides and Fountan, 2008).  Videosharing site YouTube grew by 2,000% in the space of one year, from 2005 to 2006 (Brito, 2007:a).  Social networking site Facebook has 49million users in North America alone (Everitt, 2008) and MySpace announced it’s 100 millionth user in August 2006 (WARC, 2006).  A survey of US consumers revealed that of 500 consumers from a cross-section of demographics, over 70% read blogs on a regular basis and 85% watch a movie preview online before going to the cinema (Marketing Age, 2007).  In a report conducted by Forrester Research in the area of Web 2.0 and social media technologies, they revealed that they believe that by 2011, these technologies will be consumed in a manner that matches how the web is consumed in general (Perez, 2008).

DIFFERENCES BETWEEN SOCIAL AND TRADITIONAL MEDIA

Social media has become an integral part of daily life for consumers and is distinctly different to traditional media: Consumers no longer play a passive role. Traditional media involves a consumer simply being exposed to the message and in no way do they interact with the message itself.  The average consumer is exposed to thousands of messages a day and pay attention to only a small number of these messages, the remainder being ignored or simply not reaching the consumer.  As a result, it has become more difficult for marketers to reach consumers using traditional means (Moran, 2008, pp. 7-9). In August of 2006, Mc Kinsey & Co published a report, which stated that by 2010, traditional television advertising will only be one third as effective as it was in 1990.  Among the reasons for this decline in effectiveness is the fragmentation of both media and audiences.  Smaller audience sizes have lessened the effect of the traditional top down, mass ‘interrupt and repeat’ advertising model.  Customers are also becoming ‘broadcasters’ who are no longer satisfied with just listening to a company but want for they themselves to be heard (Mc Kinsey & Co, 2006).  These trends show no sign of slowing as studies reveal that those born after 1980 consume less newspapers, magazines and scheduled TV in favour of online activities (Gillen, 2007, p.200). Social media has given consumers the active role they demand, allowing then to participate and assess content, share it with other consumers, and share opinions, attitudes, and beliefs with one another in relation to that content (Hoegg, Martignoni, Meckel, and Stanoevska-Slabeva, 2006).

Consumers now have control. Traditional media allows a company to retain control over their message and broadcast it to the consumer.  Social media however has given power to the consumer to generate content in relation to company messages and in turn, pass this on to others.  Kozinets discusses that ‘the existence of united groups of online consumers implies that power is shifting away from marketers and flowing to consumers.  For while consumers are increasingly saying yes to the Internet, to electronic commerce and to online marketing efforts of many kinds, they are also using the medium to say ‘no’ to forms of marketing that they find invasive or unethical’.  Consumers also have more control over which messages they want to pay attention to and those they don’t (Moran, 2008, pp. 7-9).  A study by The Conference Board and Taylor Nelson Soffres plc. in the third quarter of 2008 revealed that YouTube is the number two source for online broadcasts among American households and reasons for choosing these channels of viewership include avoiding commercials (Marketing Vox, 2008). As a result, marketers must create and convey the right message – one that consumers want to see, and one in which they will respond positively to.  Advertising must be integrated effectively without interrupting consumers.  PriceWaterhouseCoopers state that advertising is ‘more about presence than persistence’ (PriceWaterhouseCoopers, 2008).  Companies must respect the social media community as they can and will answer back and talk to one another.  It is important for companies to integrate and engage customers rather that infringe on their privacy or ‘irritate’ customers.  As Brito (2007:b) outlines, “Today, consumers expect to be heard, whether or not you are listening.  And, if you try and butt in with a used car salesman approach, your brand WILL go viral, but not with the message that you are expecting”.  Members of the social media community trust one another.  They value one another’s opinions and advice.  It is important for a company to also gain consumers trust.  If a company can engage consumers, they will choose to listen to the messages that are being conveyed.  Highly engaged customers are also more likely to complain directly to the company itself rather than to than to others when dissatisfied (Kozinets, 1999). This also reflects a fundamental rule that has remained the same between traditional and social media – the importance of creating and maintaining relationships with consumers.  In the social media environment however, this must be done in different ways.
A shift from push to pull means of marketing. The decline in effectiveness of the mass ‘interrupt and repeat’ or ‘push’ means of reaching consumers has meant that marketers must now gain permission from consumers.  They must ‘pull’ consumers in (Moran, 2008, pp. 7-9).  Social media brings groups of individuals together who share similar interests, attitudes and beliefs and in turn, want to share these with one another.  The members of these online communities will not tolerate simply interrupting conversations. Advertising to consumers must be done on their terms – it is after all on their ‘turf’.  Communications must be unique, relevant and trustworthy or consumers will not participate or pass on the right message.  A company cannot push its message onto consumers as this will infringe on their privacy and serve only to irritate them.  Creating the right message and positioning the company in the right way is key.  A company needs to be trusted and valued by consumers and viewed as ‘part’ of their social network.  Furdyk, co-partner of social networking site, TakingITGlobal explains, “Our generation really doesn’t trust the media and advertising as much as we trust peer-to-peer opinion and social networks” (Solis, 2007).
The move from telling to talking. Marketing in a social media atmosphere shifts from the traditional means of simply delivering a message.  Social media involves listening to consumers and captures the essential element of social media – conversing with consumers.  We are moving from a one-way to a two-way conversation. In essence, marketing has gone from ‘marketing to’ consumers to ‘conversing with’ consumers.  Members of these social communities will not respond to traditional marketing messages.  They do not want a general message of what a company can do.  They want to know what a company can do for them specifically.  In the world of social media, “ Listening is marketing.  Participation is marketing.  Media is marketing.  Conversations are marketing” (Livingston and Solis, 2007, pp. 7-17).
Flexibility. Traditional media is typically static in nature whereas social media dynamic in nature  (Obasanjo, 2007).  Social media also enables the multiple forms of media to be integrated together whereas this generally cannot be achieved with traditional media (Krane, 2007).  Social media has the ability to change over time and can be edited by the author and also perhaps the community itself (Karjaluto, 2008). That is not to say that traditional media should be left behind in favour of social media alone.  Hanlon highlights that the message is still the essential element in marketing – what you want to say, to who and why.  Traditional media still plays a critical role in marketing but the reality is that it is loosing its effectiveness and new media must now be addressed.
Figure 1: The complex arena of media
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Companies are increasingly heeding such advice and integrating traditional and social media in marketing.  Companies are now using traditional media to direct consumers to their blogs, profiles on social networks and websites (Livingston and Solis, pp.39-63).

IMPLICATIONS FOR BUSINESS AND MARKETING

As with all marketing techniques, social media requires a different approach.  The Chartered Institute of Public Relations (CIPR) confirms this and agrees that while social media can provide many opportunities to an organisation, an organisation that applies the usual methods of dealing with the media can get it terribly wrong (CIPR, 2007).  Companies require different tactics if they are to be successful.  Messages must be unique and strong if consumers are to participate and pass on the message to others.  A company’s offering must add to the online experience of the consumer rather than take away from it.  “Third parties cannot come empty-handed and expect to be well-received, let alone profit.  They have to give something of value to the community that is doing pretty well without them” (Peer, 2007).  Numerous sources believe that using social media in marketing is the next right step for companies.  Social media presents opportunities for opening new customer bases and influencing purchase decisions (Knight, 2008) and integrating consumers into product and brand development and in the development of next-generation products and services.  Opportunities also exist to increase loyalty among participants who will in turn help advance and market new product features (Tapscott and Williams, 2007, p. 136).

Online networks are also being heralded as the new focus groups, allowing companies to conduct online market research by involving community members in product testing which as a result has enabled companies to shorten the product development through direct interaction with consumers.  Consumers then feel empowered and involved with the organisation and stronger relationship ties are created between consumers and companies (Steel, 2008).

CONCLUSION

The evolution of online and social media has meant that marketing as a whole is changing.  Brand ownership is no longer solely that of a company.  Consumers now feel that they have part-ownership over a brand.  Neglecting this media as a source of marketing to consumers is not advised by experts in the field.  According to Tapscott and Williams (2008, p.12), “those companies that fail to grasp and harness the new collaboration presented by social media will suffer.  They will become ever more isolated and cut-off from networks that are sharing, adapting, and updating knowledge to create value”.   While traditional methods of communication are still valid, social media has given rise to new and exciting means of communicating with consumers, which companies should investigate and integrate with traditional media as a means of maintaining competitiveness.
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PERCEPTIONS OF CHANGE IN THE ACADEMIC ENVIRONMENT
Alina Mihaela DIMA, Simona VASILACHE
Academy of Economic Studies, Bucharest, Romania
Abstract. The paper presents the results of a survey-based research targeting the academic community of the Bucharest University of Economics, in respect to their perceptions of change. Change is discussed as a condition of academic excellence, provided that certain conditions are met or, in other words, from the multiplicity of forms change may take, the ones which are suitable for the progress of the academia are selected. The perceptions investigated by means of a questionnaire are contrasted by classes of academic experience and academic decisional power. The resulting clusters of change perception will be analyzed in relation to the rate of success change may have in the academia, and to the main characteristics of the change pattern which is prevailing. The conclusions of the questionnaire offer an image of the differences in perception between various academic groups, and may serve in constructing a change map of the academia, which will exhibit a mix of characteristics, according to the quotas of the identified clusters in the total population. Thus, our conclusions may be expanded and adapted to other academic environments than the one directly investigated by us, in such a way that managers may estimate what they should expect from a group including, in various weights, the types of change perceptions we defined.
Key words: academic management, change, perceptions, Academy of Economic Studies, Bucharest 
Introduction
Uncomfortable as it may be, or even painful (Jones, 2006), change is widespread in organizations. However, this doesn’t make it widely accepted, as technological or market promoters of change meet the people’s side of the organization, which associates change to risks and undermining of organizational safety. Considering these perceptions of change, Beer and Nohria (2000), Hope Hailey and Balogun (2002), Stadler and Hinterhuber (2005) advocate context-sensitive approaches to change, which take into account “soft” factors, such as interpersonal relationships, and the way they are influenced by change. In other words, one shouldn’t speak of change-prone top management and of execution level saboteurs, but of a complex mechanism which, once launched from the top, can be hardly controlled, unless we understand that every part of the organization is an element which may turn awry the direction of change, by actually creating, rather than suffering change (Balogun, 2006). 

We adapt this approach, of the perceptions-oriented and perceptions-sensitive change, to the academic environment, as we consider it to be particularly suitable for discussing change in the aforementioned manner, for a number of reasons. Quoting Neave (2002), the academic environment exhibits, from the managerial point of view, a series of idiosyncrasies. First, the hierarchies of a university are more complicated that those of a company of the same size, and give raise to doubts as far as the person or persons who actually have the power to change are. For instance, if academics are interviewed about their management, they may think, in the first place, to the management of the department, as teaching and research unit, than to the management of the faculty, than to the management of the university and, finally, to the management influences coming from the Ministry of Education and some other, supranational, players in the system. Which is the role each of these management levels acknowledges in promoting change and in ensuring its successful putting into practice is rather difficult to determine. Secondly, universities have a by far larger number of stakeholders, as compared with similar size for-profit organizations (Prejmerean and Vasilache, 2007). This results in large-scale effects of both systemic changes and department level changes, which lead to the multiplied reaction of the stakeholders exhibiting, naturally, a wide array of perceptions and attitudes towards change. Referring to the people in the system, in relation to change, Broadbent (1997) concludes that academics would prefer a settled workplace, in which the pressure of deadlines does not exist. This is, presently, not the case, as universities are urged to become commercial, ready to react, short-term oriented organizations, which replace the centenarian, tradition-protected institutions of the past (Readings, 1996). Although some authors, as Davis (1999) insist on the unbusiness-like nature of the work which is being performed in universities, we have no guarantee that the process of corporatization of the university is going to stop, or even to slow down. Under these conditions, confronted with the external imperatives of keeping the pace, in a market which experiences the passage to a new era, that of directives, rather than of humanistic values (Patapievici, 2008) and, at the same time, with the critical spirit of academics either mourning for the neiges d’antan, or expecting changes to another pace than the one at which they actually happen, or other changes than the ones which are offered to them, the task of management is not comfortable at all. Will it choose the transition, this Jack-of-all-trades, which masks, actually, the refusal of radical change? Will it defend the position of its limited competence, in a system where, as underlined before, because of its very complicated hierarchies, in theory and in practice, this is very easy to advocate? Will it try to promote changes, by taking the risk of dividing the community, in a “business” where human capital, and solidarity, are essential to its performance? Considering the case of a Romanian university of economic sciences, we investigated the answers to these questions, as reflected by the perceptions members of the academic community hold regarding the changes they experience, in the context of the last academic elections.
Methodology 

We applied a fifteen items questionnaire, in May 2008, to a sample of twenty academics from the Academy of Economic Studies, Bucharest. The sample was obtained by multi-stage judgment sampling, in the sense that we selected on purpose two departments of the Academy, the Department of Business Administration and the Department of International Relations, which we considered representative for the pro-active attitude towards change. Inside each department, we selected ten respondents, in such a way that they illustrate a variety of perceptions of change, dependent on age, experience in the department, degree of involvement in the management of the department. Seven persons in the sample were aged 30-40, out of which five hold an associate professor or professor degree, while the rest of 13 were aged under 30. The answers from the two departments were analyzed in subsamples, in order to signal the potential differences between the two managerial units, undergoing different changes, though similar, in essence. Each response was characterized by a yes or no choice, in other words, dependent variables were treated as discrete outcomes. Based on the answers, we applied probit regression, taking into account the probability that the working conditions in the department are better after a managerial change (1= yes; 0 = no). The fact that they are either better or worse depends on some conditions, like the increasing or decreasing trust in colleagues and superiors, the perceived benefits of change, the long range or short range of change effects, the autonomy, the fact that the respondent’s activity was influenced positively or negatively, the gap between change expectations and actual change. Based on variables like personal orientation towards change, degree of trust brought by change, perception of the working conditions post-change, etc., we clustered the respondents in a change-reaction map of the academic community. 

Results 
Table 1 summarizes the results of the probit regression for the Department of Business Administration: 

Table 1. Probit regression for the first sub-sample 

	
	Regression Coeff.
	Standard Error
	Coeff./S.E.

	DIFF (Difference between change expectations and actual change)
	-.92833
	1.03149
	-.89999

	SUPTRUST (Trust in the superiors)
	.97537
	.90603
	1.07653

	BENEF (Benefits brought by change)
	1.13483
	.96092
	1.18099

	LTEFF (Long term effects of change)
	-.37255 
	.85786 
	-.43428 

	SUPAUT (Autonomy in relation to superiors)
	.25048 
	.84799 
	.29537 


The results of the probit regression indicate that for a one unit increase in the difference between the expectations regarding change and actual change, the odds of perceiving a better working atmosphere (versus perceiving a worse atmosphere) decrease by a factor of .92. Contrarily, if the trust in the superiors increases by one unit, the odds of perceiving a better atmosphere increase by a factor of .97. The most significant improvement of perception is connected with perceiving personal benefits which result from change, while long term effects of change and achieving autonomy in relation to superiors do not have significant influences on change perception. 

The probit regression for the Department of International Relations is presented in Table 2: 

Table 2. Probit regression for the second sub-sample 

	
	Regression Coeff. 
	Standard Error 
	Coeff./S.E. 



	DIFF 
	-.01085 
	1.36769 
	-.00793 

	SUPTRUST 
	.03065 
	1.04983 
	.02919 

	BENEF 
	1.13634 
	1.06577 
	1.12793 

	LTEFF 
	-.13172 
	.91835 
	-.14343 

	SUPAUT 
	.06057 
	.78812 
	.07686 


As it can be seen, in the case of the Department of International Relations, there is a clear relationship only between the personal benefits change brings and the perception of change. The differences between expectations and real change are rather insignificant, as well as the trust in one’s superiors. We present, in Table 3, the clusters of change perceptions for the entire sample, including the answers of both departments:  
	
	Cluster 
	
	

	
	1 
	2 
	3 

	Orientation 
	0 
	1 
	1 

	Environment 
	0 
	0 
	0 

	Recchange 
	1 
	1 
	1 

	Positive activity 
	0 
	1 
	0 

	Negative activity 
	1 
	0 
	0 

	Supaut 
	0 
	1 
	0 

	Colaut 
	0 
	0 
	0 

	Lteff 
	1 
	1 
	1 

	Suptrust 
	0 
	0 
	0 

	Colgtrust 
	0 
	1 
	0 

	Atmbett 
	0 
	0 
	0 

	Benef 
	0 
	0 
	1 

	Diff 
	0 
	0 
	1 

	Age 
	40 
	28 
	33 

	Degree 
	1 
	4 
	2 


The first cluster includes people in their forties, professors, who are less oriented towards change, perceive the environment as being change-resistant, who think that change influences negatively their activity, who trust neither their colleagues nor their superiors, and don’t associate particular benefits with change. They are the conservatives. The second cluster is neatly opposed to the first, composed of assistants in their twenties, prone to change, more autonomous and less trustful towards their superiors, but trusting their colleagues, expecting no benefits from change, but acknowledging its positive influence on their activity. They are the revolutionaries. They are prevalent in our sample (13 out of 20). Finally, the third cluster is formed by associate professors preparing to become professors, change-oriented, expecting benefits from change, holding different expectations than the ones confirmed by the way change took place, being rather circumspect than trustful, and not expressing yet autonomy. They are the pragmatics. These perceptions of change become the support of strategies which envision, on the one hand, the transfer of power and of authority, which are less obvious to those placed far from the leading positions, but become apparent in the second line and, on the other hand, the reformation of the university structures, by change. All the respondents characterized their working climate as being unfavorable to change, while their majority (16 out of 20) characterized themselves as being change-oriented. It is presumable that, given this conflict, the revolutionaries would try to change the climate, by cultivating trust relationships with their colleagues, rather than with their superiors, and by trying to achieve autonomy in relation to the later. The pragmatics would try to adapt to the climate and pursue, in a change process, their own benefits, although they declare that the actual change was not what they expected. The conservatories are rather indifferent to the change process, trying to conserve their positions and not building new relationships, defined by trust and autonomy, with neither their superiors, nor their colleagues. 

Conclusions 
The paper presented the results of a survey addressed to academics, in order to test their perceptions of change. The probit regression has shown different results between the two departments included in the analysis, in terms of the factors influencing the perception of the environment after change, while the cluster analysis shows a rather homogenous map of change perceptions. The map can be further tested and extended to the entire academic community, serving as a management tool in terms of customizing management tools depending of the predominance of one of the other of the clusters. 
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A BUSINESS FOCUSED APPROACH OF SERVICES
Violeta Mihaela DINCA
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Abstract : On the surface there appear to be many similarities between the marketing of tangible products and the marketing of intangible services. But there are a number of important differences as well. The paper focuses on these differences and on their effect on management and the marketing of services. The author emphasises that to manage services efficiently, marketing, operations and human resources must plan and operationalize services together. Concerning international service delivery, while some researchers claim services business must have establishments in-country to market services internationally, there is some service evidence to suggest that the internet allows services to be marketed throughout the world with no “bricks and mortar” investment.

 The purpose of the presentation is to show that nearly every successful firm offers a combination of products and services and often the services are more profitable than the products. However, managers must be aware of the unique characteristics of services which make management and marketing activities quite different. 

Key words: services, management, marketing, business development

1.INTRODUCTION 
On the surface there appear to be many similarities between the marketing of tangible products and the marketing of intangible services. But there are a number of important differences as well. Nearly every successful firm offers a combination of products and services and often the services are more profitable than the products. 

2.SERVICES FOR BUSINESS MARKETS  - DEFINITION AND COMPARISON WITH GOODS

According the World Trade Organisation (2006), commercial services accounted for 19.4 per cent of world exports in 2004, an increase from 18.8 per cent in 2000. Exports of commercial services totalled US$ 1.46 billion in 2001. The share of services exports for each region of the world is shown in table 1 below. It is clear that services are becoming a more important component of every firm’s business, even if the firm’s main business is physical products (Blythe and Zimmermann, 2005). International services are „traded” in four different ways according to the General Agreement on Trade in Services (GATS 2004). The GATS „modes of supply” are:

1.Services supplied from one country to another (e.g. international telephone calls), officially known as „cross-border supply”.

2.Consumers from one country making use of a services in another country (e.g. tourism), officially known as „consumption abroad”.

3.A company from one country setting up subsidiaries or branches to provide services in another country (e.g. a bank from one country setting up operations in another country), officially known as „commercial presence”.

4.Individuals travelling from their own country to supply services in another (e.g. an actress or construction worker), officially known as „movement of natural persons”.

2.1 SERVICES DEFINITIONS
There is no agreed definition of services. Many describe services as deeds, processes and performances. According to the American Marketing Association’s Dictionary of Marketing Terms, services are: „...intangible or at least substantially so. If totally intangible, they are exchanged directly from producer to user, cannot be transported or stored, and are almost instantly perishable. Service products are often difficult to identify, because they come into existence at the same time they are bought and consumed. They comprise intangible elements that are inseparable; they usually involve customer participation in some important way; they cannot be sold in the sense of ownership transfer, and they have no title...” (Bennett, 1995). Another good definition for services, which also appears to be the most succinct is: „Activities, benefits or satisfactions offered for sale where there is no exchange of tangible goods involving a transfer of title.” (Semenik, 1993).

2.2 THE GOODS/SERVICES CONTINUUM
In truth there are few pure goods or pure services. Most offerings contain some portion of service and some portion of good. Whether the business is classified toward the pure good (tangible) or the pure service side (intangible) of the continuum depends entirely on how it is perceived by the customer. The more the business is characterized by intangible aspects, the less applicable will be the standard goods-oriented marketing approach. Five different categories (Kotler, 2003) of combinations of services and tangible goods have been identified:

1.Pure tangible good – this includes products far on the left side of our Goods/Services continuum such as paper or diskettes. In general, a very limited amount of service is offered with this purely tangible product. 

2.Tangible good with accompanying services- this is a tangible product with services added. Highly technical products usually are more dependent upon services such as planning, installation, training and maintenance.

3.Hybrid- in this case there is an equal offering of goods and services. So, the service portion of the offering is of equal importance to the tangible product offering.

4.Major service with supporting goods and services- in this case, the most important part of the offering is the service, but some goods and supporting services are required. The best example of this would be business travellers on an airline who buy transportation service but also need some tangibles such as food and seating. While the service requires a capital-intensive good (an airplane) to be effective, the primary portion of the offering is a service.

5.Pure service- this offering is primarily a service, such as consulting or advertising. Very little tangible goods are required. 

Services are marked by unique characteristics which affect their marketing. A summary of the unique characteristics is listed below in table 1 with the explanation related to each. Some authors use different terms to describe the same characteristics. The idea of inseparability is the same as the “consumed when produced” concept and the often-used term “heterogeneity” is the same as variability. 

Table 1 – Unique services characteristics

Factor                       Description

	Intangibility
	Services cannot be touched, felt or even tried out

	Consumed when produced
	Production and consumption of services take place at the same time 

	User participation
	Even when the user is not required to be at a location where the service is performed. Users participate in every service production

	Perishability
	Services cannot be inventoried

	Variability
	Because of the labor-intensive nature of services, there is a great deal of difference in the quality of service provided by various providers, or even by the same providers at different times.


Source: Semenik, R.J. and Gary, J.B., (1993), Principles of marketing: a global perspective, Cincinnatti: South-Western Publishing Co.

3. MANAGEMENT IMPLICATIONS

As a business moves toward the intangible side of the Goods/Services Continuum, new management concerns become paramount. Table 2 below summarises the implications growing from each of the factors unique to service businesses. Since the fact that services are intangible makes it difficult for customers to evaluate the quality of a proposed service, management should attempt to focus on “tangible clues” of the service to give messages to potential customers about what to expect. These clues can be in the form of uniforms, written contracts, guarantees and brochures describing the service, or a consistent logo to be used in promotion. Since services are consumed when they are produced, the role of the so-called “part-time marketers” becomes critical. Part-time marketers are people who carry out marketing activities but do not belong to the marketing or sales department. But they are the people who handle the “moments of truth” (the moment when the buyer-seller interaction takes place). These part-time marketers often outnumber outnumber the full-time marketers who report to sales and marketing departments. Careful selection and training for these people is critical to managing these moments of truth. 

Table 2- Service characteristics/management implications

	Factor
	Implications

	Intangibility
	Enhance and differentiate the “tangible clues”, establish tangible evidence of service 

	Consumed

when produced 
	Careful selection of and training for “part-time marketers”. Must handle “moment of truth” correctly the first time

	User participation
	Fully understand customer expectations of service. Involve customer more in service performance where appropriate

	Perishability
	Work to alter demand or supply to avoid extremes of “chase demand” or “level capacity” strategies. Plan capacity at a high level of demand. Use marketing tools (price, promotion) to control demand. Use part-time employees, cross training or other methods to control supply

	Variability
	Either standardise completely for low cost, low-skilled employees or recruit higher-cost, higher-skilled employees and allow them latitude to deliver customer satisfaction


Source:Gronroos, C.,(1990), Services Management and Marketing, Lexington, Mass: Lexington Books

Because the user participates in the production of the service along with the provider of the service, it is critical to understand customer expectations for the particular service. In addition, in some cases in order to manage demand, some firms ask customers to do more. An example would be self-service shopping in an office supply superstore such as Staples, which has implications for reducing the satisfaction of the clients as well. Since services are perishable and cannot be inventoried, management must work to alter the demand or supply side of the equation to attempt to keep customers satisfied. There are two extremes of service management, one called “chase demand”, and the other “level capacity”. The first approach requires consistently adding or subtracting equipment and people to meet an unpredictable flow of demand. The second requires that provisions be made at the highest possible demand level with resulting periods of non-productivity. A better approach is the attempt to control either demand or supply. Managers can use price as well as promotion to shift demand from peak periods to non-peak periods as airlines and hotels do. Some even create reservation systems so that customers can reserve a firm’s service production capacity in advance. On the supply side, managers may use part-time employees to fill in during peak demand periods or attempt to maximise efficiency and ignore non-essential tasks during peak times. Another suggestion is to cross-train employees so that they can perform more than one job and relieve bottleneeds during peak periods. 

Finally, services are variable by their very nature. Each performance of a service by an employee, whether a full-time or part-time marketer, will not be perceived in the same way by the customer. Each moment of truth is unique. Managers have reacted to this in two different ways. Some attempt to standardise the operations as completely as possible in an additional attempt to standardise. Some attempt to standardise the operations as completely as possible and then use low-cost, low-skilled employees. In some cases, automating as much of the service as possible is an additional attempt to standardise. Another approach, depending upon the complexity of the service, is to recruit higher-cost, higher-skilled employees, allowing latitude for these employees to provide customer satisfaction. The latter is seen in the case of Mariott, where employees are “empowered” to give customer satisfaction. These employees are given a wide range of authority to gain this overall result. The service management trinity is described as the three key functional areas actively involved in making services work: marketing, operations and human resources. The operations function includes the people, facilities, and equipment that run the service operation. Much of this is invisible to the customer. The marketing system shares with operations the service, but marketing, in addition, provides other components such as billing, advertising, sales personnel and research.
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THE ROMANIAN FISCAL SYSTEM IN THE EUROPEAN CONTEXT
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Abstract: In this paper we propose to make a summary analysis of the Romanian fiscal system, especially after instating the single taxation rate, in comparison with others UE countries. We will try to present the main features of the Romanian system, its medium term sustainability, the objectives envisioned and the results obtained until now. The fiscal system reform still raises a lot of controversies in Romania. Nevertheless, the Romanian fiscal reform presents certain risks such as the increase of the budgetary deficit, a deepening of the commercial balance deficit, an increase of the current account and inflationary pressures.
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1. INTRODUCTION

Starting with 1 January 2005, the new Romanian govern has introduced the single taxation rate of 16% upon the incomes of the individuals and company profits, here by reforming the Romanian fiscal system. The questions raised and which are still unresolved refer to the sustainability of the new fiscal system, to its capacity of attracting supplementary public revenues, with the purpose of reaching the average level of the UE27 countries of 40-45% from GDP, given that Romania was ranking very low in 2007 with a ratio of 29% from GDP. In 2004, the Romanian fiscal system was a progressive one, with several differentiated rates with regard to the taxation of the individuals. The rates was composed progressive (by income brackets), as a consequence, the people earning incomes up to 28 million ROL, were paying 18% quota of their income, the tax increasing up to 40% if the income gone over 156 million ROL. The company profit was taxed 25%. The interest income was taxed with 1%, where as the dividends with 5%. Micro-enterprises were paying an income tax of 1.5%.   

2.THE NEW ROMANIAN FISCAL SYSTEM

The fiscal system enforced in 2005 and modified in 2007, established as a main objectives the increase of the overall incomes, the business expansion, the increase of direct investments, the downsizing of the underground economy, a sustainable economic growth, better employment and the increase of saving and investment ratios. Out of these goals, the analysts consider that the increase of foreign direct investments (9.1 billion Euros in 2006), the high economic growth  (7.7% in 2006, 6% in 2007, even if mostly consume-based) and the expansion of the big businesses, done by big, financially potent companies, as the main successes of the new policies. Although the budgetary revenues have increased considerably in absolute values, their weight into GDP did not increase significantly, as the govern forecasted.The bigger available incomes, as well as the expansion of the credit have led to an increase in consumption, especially from imported goods, which in turn deepened the commercial balance deficit. Taxes are traditionally classified as direct or indirect; the first group, as a rule, allows greater redistribution as it is impractical to introduce progressivity in indirect taxes. Therefore, the recourse to direct taxes, which are more 'visible' to the electorate, tends to be greater in the countries where tax redistribution objectives are more pronounced; this usually results also in higher top personal income tax rates. Generally, the new Member States have a different structure compared to the 'old' EU-15 countries; while most old Member States raise roughly equal shares of revenue from direct taxes, indirect taxes and social contributions, direct taxes often account for a substantially lower share of the total in the new Member States. The lowest direct tax shares are recorded in Bulgaria (merely 20.1% of the total), Slovakia (20.4%), and Romania (21.4%). One of the reasons for this difference can be found in the generally lower tax rates applied in the new Member States on corporate and personal income; as for progressivity, some of the new Member States have substantially reduced its scope by adopting flat tax systems (one prominent example is Slovakia). Also among the 'old' Member States (EU-15) there are some noticeable differences. The Nordic countries (Denmark, Sweden and Finland) as well as the UK and Ireland have relatively high shares of direct taxes in total tax revenues. In Denmark and, to a lesser extent, also in Ireland and the United Kingdom the proportion of social contributions to total tax revenues is low. In Denmark's case, this is due to the fact that most welfare spending is financed out of general taxation; this de facto requires high direct tax levels, and indeed the proportion of direct taxation to total tax revenues in Denmark is the highest in the Union. Germany's system represents in a sense the opposite of Denmark's; Germany shows the highest share of social contributions in the total tax revenues, while its direct tax revenue share is the lowest in the EU-15. A similar pattern is found in France. Currently, the top personal income tax rate amounts to 38.7% on average in the EU-27, unchanged from 2006. The actual rate varies very substantially within the Union, ranging from a minimum of 16% in Romania to a maximum of 59% in Denmark. Generally, the new Member States have a different structure compared to the EU-15 countries; in particular while most old Member States raise roughly equal shares of revenues from direct taxes, indirect taxes, and social contributions, the new Member states often display a substantially lower share of direct taxes in the total. The lowest shares of direct taxes are recorded in Bulgaria (only 20.1 % of the total), Slovakia (20.4 %) and Romania (21.4 %); in Poland the share of direct taxes has diminished by one third since 1995 and now stands at 22.2 %. One of the reasons for this difference can be found in the generally lower tax rates applied in the new Member States for corporate tax and personal income tax (Fantini, 2008). The structure of tax revenues by major  type of taxes (i.e. direct taxes, indirect taxes and social contributions) is shown in Figure no1-3.
Structure of tax revenues by major type of taxes 2006, in % of the total tax burden
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2.1. STRUCTURE AND DEVEOPMENT OF TAX REVENUES IN ROMANIA
The overall tax-to-GDP ratio of Romania is, at 29% in 2007, 9 percentage points lower than the EU-27 average. The level of taxation in Romania is the lowest in the EU. The tax structure of Romania stands out in several respects. Romania has the fourth highest reliance on indirect taxes in the Union after Bulgaria, Cyprus and Malta. Indirect taxes supply 44.5% of total tax revenue compared to a 38.9% EU-27 average in 2007, while the share of social contributions account for 34.2% and direct taxes only for 21.4%. Because of this structure, the share of VAT on total tax and social contributions revenue in 2007 (28.6%) was the second highest in the Union. The low level of direct taxes is mainly due to low personal income taxes (merely 2.8% of GDP in 2007), amounting to one third of the EU-27 average. The revenues from corporate income taxes as a share of GDP also lie below the EU average by 0.5 
percentage points. The share of taxes collected by local government is two thirds of the share of the central government (7.5% and 11.5% of GDP respectively in 2006), representing a relatively high value in comparison with the other EU member states. In absolute terms, the level of funds accruing to local government has increased tenfold since 2001. The revenue shares received by the social security funds account for 9.6% of GDP, one percentage point below the EU- 27 average. The tax-to-GDP ratio has remained quite stable since 2001 (the first year for which data are available), displaying 
only a modest degree of fluctuation. The 2006 year-on-year increase is due to the higher PIT receipts, as well as to the effects of a growth spurt in that year. Romania has followed a strategy of relying primarily on consumption taxes. Nevertheless, the ITR on consumption is, at 17.7% in 2006, still 4.4 percentage points lower than the EU-27 average. Taxation of capital is one of the lowest in the EU, yielding merely 4.7% of GDP as compared with 7.4% in the EU-27 average (in 2005; few data are available for 2006). Taxes on self-employed income in particular yield only 0.5% of GDP, one third of the EU-27 average. Revenue from taxes on stocks of capital/wealth, too, lies well below the EU-27 average (0.8% of GDP in 2006, EU-27 2.0%). The capital income taxation of corporations has been relatively stable over the last 5 years and lies, in 2006, 0.5 percentage points below the EU-27 average. Environmental tax revenue levels (1.9% of GDP) lie well below the EU-27 average (2.7%); in fact, this value is the third lowest in the EU. Most of this revenue is realized on energy: the other two categories of environmental taxes, transport and pollution/resources, each raise just 0.1% of GDP. A number of amendments in the corporate tax system have been introduced from 1st January 2008. These include provisions on capital gains realized from statutory accounting revaluation of fixed assets on deductible expenses, and on the tax treatment of the dissolution of single-shareholder companies. The planned introduction of a tax advance system for corporations, foreseen for 2008, was postponed for two years. Furthermore, the possibility for local authorities to grant local tax exemptions to investments over € 500 000 has been scrapped; the incentives will have to fall within those allowed for regional development, in conformity with State aid legislation.The government also established procedures for issuing advance pricing agreements and individual tax rulings, and amended VAT legislation in several respects, notably abolishing the reverse charge procedure on construction work supplied between taxable persons registered for VAT. In the domain of personal income, the exemption threshold for pension income was raised. Finally, excise duties on cigarettes have been raised.

2.2PERSONAL INCOME TAX
As from 2005 a flat rate tax system has replaced the previous four bracket system, with tax rates ranging from 18% to 40%. The flat tax rate has been set at 16%, the same applied on taxable corporate profits. This rate applies to income from independent work activity, royalties, income from movable and immovable property (such as rents), but also to short-term capital gains on listed shares. Interest income, too, is subject to a final withholding tax of 16%. Taxpayers do not need to fill in a tax return if they only receive labour income in Romania or from investments and other activities subject to a final withholding tax. Commuting expenses and expenses incurred on secondment are generally exempt, under conditions. Moreover, employment income earned by employees whose main activity is software development is also exempted from income tax. Benefits in kind are normally taxed, but meal vouchers are exempted from tax. Income from stock options is not taxed when the option is granted nor upon its exercise, but only when the acquired shares are sold. Pension income is taxed only for the portion exceeding a threshold, which is adjusted regularly (currently RON 1 000 per month).

2.3 CORPORATE TAXATION
Romanian corporate income tax follows the classical system: corporate profits are taxed at the company level and distributed profits are taxed again at the level of both corporate and individual shareholders. The standard flat-tax rate is 16% (before 2005 it was 25%). Dividends received from other Romanian resident companies are exempt from taxation. Capital gains are generally treated as ordinary business income and subject to the same rate. Expenses incurred for business purposes are generally deductible, except when used to supply benefits to shareholders or employees or when related to damaged or lost goods. Depreciation over periods fixed by the law applies to assets with a value above RON 1 800; depreciation may follow the straight-line, degressive or accelerated method. Companies have to allocate up to 5% of the annual accounting profits to a legal reserve, which is not taxed until its amount reaches 20% of the share capital. Banks, insurance companies, credit unions and guarantee funds may create specific tax-deductible reserves. The EC Parent-Subsidiary Directive applies from 1 January 2007. The transitional period relating to implementation of the Interest and Royalties Directive, foresees that a 10% withholding tax will apply to interest and royalties if the non-resident is registered as a legal entity in an EU Member State. In other circumstances, the standard withholding tax rate of 16% applies to interest and royalties. For businesses such as gambling, nightclubs and casinos, there is a minimum tax equal to 5% of the turnover. Micro-enterprises (having between one and nine employees, a turnover of less than EUR 100 000 and not deriving more than 50% of their income from consultancy and management) may opt for taxation at a rate of 2% of the turnover instead of the general corporate income tax (the rate will be 2.5% in 2008 and 3% as of 2009) (www.mfinante.ro, 2008).

2.4 VAT AND EXCISE DUTIES
The standard VAT rate is 19%; a reduced rate of 9% applies to several goods like pharmaceutical products, medical equipments for disabled persons, books, newspapers, admission to cultural services and hotel accommodation (Romanian Fiscal Code, 2007).

3.CONCLUSION
According to the Government, the first two years of single taxation rate have meant higher budgetary revenues (14.8% higher than in 2004), the reduction of the underground employment and economy and the creation of new work places (the number of employees from the economy increased by 177,000 in December 2006 as compared to the end of 2004). Another important aspect followed by the fiscal reform is represented by the transformation of the indirect taxes into the main source of state budget revenues.   The achievement of this objective was made possible because of the increased consumption of goods and services and because of the alignment to the common European fiscal harmonization. The GDP weight of the revenues from income and salary taxes will increase by 0.5% (from 3.5% of GDP in 2007 to 4.0% in 2008) and the trend will maintain in the medium run. The increase will be determined, mainly, by the increase in of the gross average salary and of the average number of employees for the envisioned period. Although the company profit tax revenues will increase in absolute terms, their weight in the GDP will remain the same in 2008 as compared to 2007 (a level of 2.9%). In the medium run, nevertheless, we estimate a slight increase of the revenues in this budgetary category, as a result of both the reduction of the social insurance contributions, and as of the diminishing of the previous years’ economy arrears.The Romania’s degree of public indebtedness is situated under 20% of the GDP, well under the 60% GDP limit established by the Maastricht Treaty (www.bnr.ro).The budgetary deficit in the last 4 years was situated under 3% of the GDP, as the convergence criteria foresaw (2.4% in 2004, 0.7% in 2005, 1.9% in 2006, 2.5% in 2007); for 2008 the budgetary deficit is forecasted at 2.7% if the GDP.

4.PROPOSALS

The establishment of realist economic and social objectives, the elimination of the ungrounded promises and the limitation of the inflationary pressures; the improvement in the structure of the public expenditures, favoring the infrastructure investments that will enhance the economic growth potential in the long run; The reduction of the public expenditures, through the reduction of the governmental sector, a prudent salary policy. All of this seem quite difficult to achieve as Romania needs an development incentive, and the infrastructure investments represent a very useful instrument, needed by the modernization objectives; the intensification of the forceful recovery of the budgetary debts from the non-conformant taxpayers; the reducing of the weight of the social insurance contribution and to strike a long-term equilibrium between the taxation of labor and the taxation of capital; a higher legislative stability, institutions able to exercise governance; a stable and predictable competition environment; the use of taxes and subsidies to eliminate the effects of negative externalities; the granting of state aids only according to the European legislation in this area; the stimulation of the internal saving and investments.
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THE FINANCIAL MANAGEMENT OF WORKING CAPITAL
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Abstract: The main task of the financial management of any company is to contribute to the main objective, of maximizing the value of the company and the subsequent increase of the shareholders’ wealth. In order to get there, the financial management has to deal with two components, closely tied together, respective the management of the fixed assets and the management of the working capital. The financial management of working capital wants to make sure that for each Leu invested in current assets the company obtains a real net cash flow of more than one Leu and that in any given moment the company is able to meet its financial and commercial obligations. This important objective can be achieved only if the company succeeds to have both an efficient management of inventory, accounts receivable and cash and a well structured financing mix of those assets, designed to get an optimal costs-risks correlation. 
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1.THE STRUCTURE OF WORKING CAPITAL

Working capital is a concept that refers both to the current or short-term assets and the current liabilities. If current assets are larger than current liabilities net working capital (current assets less current liabilities) is positive.

Current Assets The current assets comprise the following categories: inventories, accounts receivable, cash and short-term negotiable securities.
Accounts receivable appear when one company sells goods to another company or a public entity and agrees to get paid at a later time. These unpaid bills, or trade credit, represent the biggest portion of accounts receivable.Companies also sell goods on credit to the final consumer, (called consumer credit), which makes up the remainder of accounts receivable. Companies use this kind of instruments in order to increase their sales, but especially for the overall increase of their profits. Another important current asset is inventory. Inventories consist of raw materials, work in process, or finished goods awaiting sale and shipment. Firms invest in inventory. The cost of holding inventory includes not only storage cost and the risk of spoilage or obsolescence but also the opportunity cost of capital, that is, the rate of return offered by other, equivalent-risk investment opportunities. The benefits of holding inventory are often indirect. For example, a large inventory of finished goods reduces the chance of a stockout if demand is unexpectedly high. A producer holding a small finished-goods inventory is more likely to be unable to fill orders promptly. Similarly, large inventories of raw materials reduce the chance that an unexpected shortage would force the firm to shut down production or use a more costly substitute material.The task of inventory management is to assess the benefits and costs associated to holding large inventories of materials and to obtain a sensible balance. In the manufacturing companies the production manager is best placed to make this judgment. The remaining current assets are cash and marketable securities. The cash consists of currency, demand deposits and time deposits. The principal marketable security is the commercial paper (short-term, unsecured notes sold by other firms). Other securities include Treasury bills and local government securities. The trade-off between cash and marketable securities has to be resolved by the financial manager.  If the manager decides to hold large amounts of cash, the risk of running out of cash and having to raise more on short notice will be reduced. On the other hand, there is a cost to holding idle cash balances rather than putting the money to work in marketable securities. 

Current Liabilities The most usual current liabilities refer to accounts payable to other companies and employees, as well as due taxes and outstanding banking loans. Also, current liabilities can be grouped into two important categories, respectively interest-bearing liabilities (such as trade debt and short-term banking loans) and interest-free liabilities (such as the debt toward employees, the debt toward shareholders, the outstanding state and local taxes). The interest-free liabilities are very important since they actually lower the necessary investment of the company in its assets. The company investment in its assets (the money which the company has to raise from its shareholders and from long-term debt instruments) is given by the net assets concept:
Net assets = Total assets – Interest-free current liabilities Usually a company’s principal current asset consists of unpaid bills from other companies. One firm’s credit must be another’s debit. 
Therefore, a company’s principal current liability often consists of accounts payable, that is, outstanding payments to other companies. A firm that delays paying its bills is in effect borrowing money from its suppliers. The companies that have cash problems sometimes solve the problem by stretching payables, either by negotiating with the employees or with the materials and energy suppliers. To finance its investment in current assets, a company may rely on a variety of short-term loans. Banks and finance companies are the largest source of such loans, but companies may also issue short-term debt, called commercial paper. All businesses require capital, that is, money invested in plant, machinery, inventories, accounts receivable, and all the other assets it takes to run a business efficiently. Typically, these assets are not purchased all at once but obtained gradually over time. The total amount of these assets can be called the firm’s cumulative capital requirement. Most firms’ cumulative capital requirement grows irregularly, usually showing a clear upward trend as the firm’s business grows. But there are also seasonal variation around the trend and unpredictable week– to-week and month-to-month fluctuations.The cumulative capital requirement can be met from either long-term or short term financing. When long-term financing does not cover the cumulative capital requirement, the firm must raise short-term capital to make up the difference. When long-term financing more than covers the cumulative capital requirement, the firm has surplus cash available for short-term investment. Thus the amount of long-term financing raised, given the cumulative capital requirement, determines whether the firm is a short-term borrower or lender. Most financial managers attempt to match maturities of assets and liabilities. That is, they finance long-lived assets like plant and machinery with long-term borrowing and equity. Second, most firms make a permanent investment in net working capital (current assets less current liabilities). This investment is financed from long-term sources. The definition of the operating working capital is:
Operating working capital = (Current assets – Cash and marketable securities) – (Current liabilities – Short-term and current portion of long-term debt)

2.WORKING CAPITAL MANAGEMENT

To run its normal operations the firm has to invest a certain amount in working capital. For example, a firm’s optimal level of accounts receivable is determined by its credit and distribution policies. In the same time, the optimal level of inventory is determined by the nature of the production process and the need for security stocks. Finally, accounts payable are a routine source of financing for the firm’s working capital, and payment practices in an industry determine the normal level of accounts payable. Working capital management involves a number of related decisions. Firstly, the company must determine the appropriate levels of receivables and inventories consistent with the company’s sales objectives. Each will include a fixed component and a variable component.  Secondly, it must establish the appropriate levels of cash and marketable securities consistent with the continual maintenance of adequate liquidity and with the compensating balances required under the company’s bank loan agreements or other costs involved by using banking services. Thirdly, a company must decide upon the appropriate levels of payables, consistent with maintaining an acceptable credit record. This will also involve fixed and variable components. Fourthly, the company must determine the mix of short-term and long-term financing for its fluctuating current assets, consistent with maintaining an acceptable current liquidity ratio (and by implication an acceptable level of net working capital and appropriate margin of safety). The four sets of decisions are interrelated. For example, the mix of receivables and inventories will affect the overall liquidity of the portfolio of current assets and, therefore, the amount of cash and marketable securities the firm will need to maintain. The following ratios are useful in analyzing a firm’s working capital management: operating working capital as a percent of sales, operating working capital turnover, accounts receivable turnover, inventory turnover, and accounts payable turnover. The turnover ratios can also be expressed in number of days of activity that the operating working capital (and its components) can support. The definitions of these ratios are given below. 
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Operating working capital turnover indicates how many lei of sales a firm is able to generate for each leu invested in its operating working capital. Accounts receivable turnover, inventory turnover, and accounts payable turnover allow us to examine how productively the three principal components of working capital are being used. Days’ receivables (also known as average collection period), days’ inventory (also known as average period of inventory conversion), and days’ payables (or average current debt settlement period) are another way to evaluate the efficiency of a firm’s working capital management. The ratios listed above allow the analyst to explore a number of business aspects in three general areas: 1. The way in which the company manages its inventory, respectively if the company uses modern manufacturing techniques.  In the same time they allow appreciating if the company has good vendor and logistics management systems, and help establishing the underlying business reason that determines the change of inventory ratios.  They will also express if there is a mismatch between the demand forecasts and actual sales. 2.  The efficiency of the company credit policies, the correlation of these policies with its marketing strategy.  3.  The use of trade credit and the implicit costs. Nevertheless, in planning and managing its working capital position, the company will actually use another very important ratio-the current ratio, respectively the ratio between the current assets and current liabilities. A higher margin of safety implies that, on average, the firm will finance a higher percentage of its working capital requirements on a long-term basis, involving a higher current ratio. The degree of liquidity varies from one industry to another. These differences are due to differences in profitability, differing degrees of cyclicality and differences in the relative liquidity of long-term assets. In general, the lower its relative profitability and the more cyclical its business and the less liquid its long-term assets, the greater the amount of liquid assets and the wider the safety margin a company needs to maintain in order to achieve any particular overall degree of liquidity.

3.THE FINANCIAL PLANNING OF WORKING CAPITAL

Even if the management of working capital is an important part of the financial management we cannot have an isolated approach of this component. Finally, all the financial management has to do with cash and a well established cash budget will ensure a proper activity. We will illustrate the process of working capital management for a small productive company, Kappa, which activates in the construction materials’ business. Table 1 compares 2006 and 2007 year-end balance sheets for Kappa Company. Table 2 shows the firm’s income statement for 2007. We can notice that Kappa’s cash balance increased by 20.000 Lei during 2007 and this increase in cash came from additional long-term borrowing, from reinvested earnings, from cash released by reducing inventory as well as from extra credit extended by Kappa’s suppliers.


Table 1. Balance sheet for 2006 and 2007 for Kappa Company (in lei)
	Measures 
	2006
	2007

	Current assets
	1.100.000
	1.300.000

	    Cash
	  80.000
	   100.000

	    Short term securities
	 0
	   100.000

	    Inventory
	520.000
	   500.000

	    Accounts receivable
	500.000
	   600.000

	Fixed assets
	800.000
	1.000.000

	    Gross investment
	1.120.000
	1.400.000

	    Depreciation
	(320.000)
	(400.000)

	Total assets
	1.900.000
	2.300.000

	
	
	

	Current liabilities
	  500.000
	   540.000

	   Bank loans
	  100.000
	0

	   Accounts payable
	  400.000
	   540.000

	Long term debt
	  100.000
	   240.000

	Owners equity
	1.300.000
	1.520.000

	Total liabilities and equity
	1.900.000
	2.300.000


Table 2. Income statement for Kappa Company, 2007 (in lei)

	Measures
	Values

	Sales 
	7.000.000

	Operating costs
	(6.420.000)

	EBITDA
	  580.000

	Depreciation
	  (80.000)

	Operating profit
	  500.000

	Interest expense
	  (20.000)

	Pretax (gross) profit
	  480.000

	Profit tax (at 50%)
	  240.000

	Net income
	  240.000


The sources and uses of cash can be summarized in a statement like the one shown in Table 3. 
Table 3. Sources and uses of cash for Kappa for 2007 (in lei)

	Measures
	Values

	Sources 
	  620.000

	   1. New issues of long-term debt
	  140.000

	   2. Reduced investment in inventories
	    20.000

	   3. Increased accounts payable
	  140.000

	   4. Operating cash flow:
	  320.000

	       Net income
	  240.000

	       Depreciation 
	    80.000

	Uses 
	  600.000

	  1. Repaid short term bank loans
	  100.000

	  2. New investment in fixed assets
	  280.000

	  3. Investment in short term securities
	  100.000

	  4. Increased investment in accounts receivable
	  100.000

	  5. Dividends
	    20.000

	
	

	Increase in cash balance
	    20.000


The statement shows that Kappa generated cash from the following sources:- It contracted 140.000 Lei of new long-term debt;- It reduced inventory, hereby releasing 20.000 Lei.- It increased its accounts payable, borrowing an additional 140.000 Lei from its suppliers. The largest source of cash was Kappa’s operations, which generated 320.000 Lei. Kappa used cash for the following purposes: - It paid a 20.000 Lei dividend. - It repaid a 100.000 Lei principal repayment of a short-term bank loan. Sometimes, even interest payments are explicitly recognized as a use of funds. If so, operating cash flow would be defined before interest, that is, as net income plus interest plus depreciation. - It invested 280.000 Lei. This shows up as the increase in gross fixed assets in Table 1.- It purchased 100.000 Lei of short term securities. - It allowed accounts receivable to expand by 100.000 Lei. In effect, it lent this additional amount to its customers in order to sustain its increased sales of 7.000.000 lei. Financial analysts often find it useful to collapse all current assets and liabilities into a single figure for net working capital. Kappa’s net-working-capital balances are presented in table 4: 

Table 4. Calculus of net working capital for 2006 and 2007 ( lei)
	
	Current assets
	
	Current liabilities
	
	Net Working Capital

	Values for 2006
	1.100.000
	
	500.000
	
	600.000

	Values for 2007
	1.300.000
	
	540.000
	
	760.000


Table 5 presents the balance sheets which report only net working capital, not individual current asset or liability items. Sources and uses statements can likewise be simplified by defining sources as activities which contribute to net working capital and uses as activities which use up working capital. 

Table 5. Reduced balance sheet for Kappa company (lei)

	Measures
	2006
	2007

	Net working capital
	   600.000
	   760.000

	Fixed assets
	   800.000
	1.000.000

	  Gross investment
	1.120.000
	1.400.000

	  Depreciation 
	  (320.000)
	 (400.000)

	Total assets
	1.400.000
	1.760.000

	
	
	

	Long term debt
	   100.000
	   240.000

	Equity owner
	1.300.000
	1.520.000

	Total liabilities and equity owner
	1.400.000
	1.760.000


In 2006, Kappa contributed to net working capital by contracting 140.000 Lei of long-term debt and by generating 320.000 Lei from operations.It used up net working capital by investing 280.000 Lei and by paying a 20.000 Lei dividend.The year’s changes in net working capital are thus summarized by Kappa Company’s sources and uses of funds statement, given in Table 6.

Table 6. Sources and uses of funds for Kappa company (lei)

	Sources:
	 460.000

	   1. Newly contracted long-term debt 
	 140.000

	   2. Operating cash flow:
	 320.000

	       Net income
	 240.000

	       Depreciation 
	   80.000

	Uses: 
	 460.000

	  1. Investment in fixed assets
	 280.000

	  2. Dividends
	   20.000

	  3. Increase in net working capital
	 160.000


One of the financial manager’s main tasks is to forecast future sources and uses of cash. These forecasts serve two purposes. First, they provide a standard, or budget, against which subsequent performance can be judged. Second, they alert the manager to future cash-flow needs. Cash appears and disappears very fast. The first step in creating a model for financing the current assets would be to prepare a cash budget, that will show the main inflows and outflows of the coming period, and especially those correlated to current assets. Most financial managers regard a planned cash balance of zero as too dangerous. Hence they establish a minimum operating cash balance to absorb unexpected cash inflows and outflows. The next step is to develop a short-term financing plan that covers the forecasted requirements in the most economical way possible. If cash requirements are difficult to predict, the company may wish to hold additional cash or marketable securities to cover a possible unexpected cash outflow. The starting point for short-term financial planning is an understanding of sources and uses of cash. Firms forecast their net cash requirements by forecasting collections on accounts receivable, adding other cash inflows, and subtracting all cash outlays. If the forecasted cash balance is insufficient to cover day-to-day operations and to provide a buffer against contingencies, the company will need to find additional finance. The search for the best short-term financial plan inevitably proceeds by trial and error. The financial manager must explore the consequences of different assumptions about cash requirements, interest rates, sources of finance, and so on. Firms are increasingly using computerized financial models to help in this process. The models range from simple spreadsheet programs that merely help with the arithmetic to linear programming models that help to find the best financial plan If we foresee a large and permanent cash deficiency, the financial plan may involve raising long-term finance. If the shortage is temporary, we could finance it by renegotiating the commercial debts or we can choose from a variety of short- and medium-term loans.Firms negotiate revolving line of credits with banks that allows them to borrow up to an agreed amount whenever they need financing. This is usually intended to tide the firm over a temporary shortage of cash and is therefore repaid in only a few months. In the same time banks grant term loans that sometimes extend for five years or more.
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THE PREMISES OF SETTING UP OF A ROMANIAN REINSURANCE COMPANY
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 Abstract: The Romanian insurance market, still in development, need to make the necessary jumping from quantitative to qualitative. The recent admission of Romania into the European Union comes obviously with changes also in insurance field, concluded in rules, norms and directives to which the profile market has to answer. Even if there is a volatility and there are to be made some steps in achieving the necessary mature, our insurance market has to cope with the challenges of the new trends of the international market in this respect, as a question of present and future reality. Since few years ago, the insurance market rumors talked about the possibility of setting up of a Romanian reinsurance company being able to take over the risk from the market, contributing to the development and growing of the insurance field itself. The appearance of such a company into the Romanian insurance market context could become true. The way in which we have to fulfill all the proposed aims, the necessity and the means by which we can handle it, represent our main concern. The terms of economical growing, selling and profitability concepts, the legislative and protection needs, has to be terms which carefully must to be put into an equation.
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1.The insurance activity in Romania in present

The following years of the revolution of December 1989 bring major changes regarding the insurance activity in Romania. In this way, from the state monopoly, the first step was the division of ADAS in three companies with state capital, the new context allowing the setting up on the insurance market of companies with private capital. Than followed a growing and diversification of insurance market by the increasing of the number of insurance companies, as well as through the offers with which they start to develop themselves in the market. However, recently, since the beginning of 2006, the profiled Romanian market, the insurance companies, the superior authorities, ruling and supervisory authorities, become aware by the changes occurred in the last 17 years at the politico-economic level in general and in particular in insurance field and start to put questions like: Where we are? What we would like to do? Where we are going?, questions about economic and financial power, level of people education, needs of adapting, system, maturity, integrity, integration, etc. If in the year 1989 in Romanian economy existed one single insurance company, at the end of 2006 there were 36 insurance – reinsurance companies and insurance – reinsurance brokers. 

At the level of the year 2003, in the presentation of one of the worldwide insurance and reinsurance broker Benfield, referring to the Romanian insurance market it was mentioned: „ Romania has the potential of becoming one of the biggest insurance market from Central and Eastern Europe. With a population of 22 milion people, it is the second country from Eastern Europe from population point of view after Poland, generating a total level of premium, at the market level of USD 795 milion in 2003. The total expences regarding insurance are small and the market penetration power is limited. The growing of the economic potential is combined with the improvements in respect of legal frame and strenght capitalization of the majority of the insurers demonstrate the proportion of growing in the insurance market”( Benfield in presentation Romania Insurance Market Review – A Market in Transition, Benfield Day, 29 September 2004, Bucharest). With regards to the market structure, this is still dominate by the non-life insurances, it is true, maybe due to the fact that we have not yet the culture in respect of life insurance and the population trust in this respect is too low.

2.Main characteristics of the Romanian insurance market

Observing at the same time the things from inside of this field, of insurance activity, we are seeing in the last years a jumping to changes of substance and to a qualitative level, necessary in its evolution. We are speaking in this way first of all in respect of mentality and awareness among population regarding that the protection through insurance, it doesn’t matter if we are talking about our goods, the goods of the company we are working or our own life’s. Than we are talking about changes in Romanian company’s insurance portfolio’s structure, as well as about risk accumulation. No doubt, the financial power of the insurance companies tend to increase, and in the last 5 years produced essential changes in the capital structure of these companies. 

As a characteristic of the entirely Romanian insurance market, is that due to its character, international through its reinsurance side, succeeded to adapt itself to the international market requirements and to have a positive evolution in this way. Therefore, the entrance of the foreign capital in the market was much easy, and after a beginning period, characterized by quantitative accumulations, through setting up of many insurance companies, naturally was switched to the qualitative development, permitting the coming in the market of the big foreign insurance groups and financial holdings, having in this present moment the monopoly in the market. We can already talk now about the international character of the market, as if we are taking into account that the first 10 insurance companies keeping more than 80% of activity and belonging to German, Austrian, French and Italian groups which is not less thing. Despite of the fact that we are still far away by the level of developed European countries regarding the contribution to the level of total insurance premiums, however we are situated on an ascendant trend in this respect. “The value of gross written premiums in 2007 was of EUR 1.62 billion, meaning RON 5,72 billion calculated at a rate of exchange of 3,52 RON/EUR. The insurance market has known a growing of around 34% in national currency, as in real growing was of 23.6%. In absolute value, the insurance companies underwritten with EUR 405 millions more than in 2006.” (The Romanian insurance market – UPS & Downs – Article published in  Insurance Profile review, p.3).
3.Importance of reinsurance activity

No doubt, an insurance company cannot survive without protecting its own portfolio through an insurance. And if we are talking about insurance inside of the insurance company than the activity is called reinsurance. In the logic of the things, in principal, what happened on the insurance side it is also taken in the reinsurance side. And what concerns specially the insurer refers at the eventuality of the events which could produce losses, at one moment, affecting its financial stability. And this is automatic transferred in the concern of the reinsurer or reinsurers. Same, as regards insurance, the insured pay a corresponding premium for a type of risk, a kind of coverage for a period of time, calculating a proportion of sum insured, and for buying protection through reinsurance, it paid a corresponding premium, but this time the report is made to the whole ceded portfolio or part of it, and not per each policy. The main concern of the insurance company refers at the coverage and protection level of its own insurance portfolio and also the price which the company has to pay for this. Often happen that, due to inefficiency, not adequate prices practiced, competition, defected underwriting system, the insurance companies to be confronted with substantial losses. Most often the companies suffer losses due to high costs, total volume of losses, which tend to exceed the volume of collected premiums. “The traditional reason for which an insurance company buy reinsurance is that of improving a financial security and more precisely to reduce the own risk of underwriting “ (E. Helten, Towards an Empirical Theory of Reinsurance Decision, Text presented to the 11th seminar of European Group of Economists in risk and insurance field, Geneva Association, Geneva, 1984).  The tehnical role of the reinsurance is that to protect the insured – the insurance company, against the insolvability and the financial losses through the reduction of the variation regarding the costs in own retention. “The scope of reinsurance is pure technical. It is a way through which a company used to reduce, from the material damages point of view, the risks were accepted. When a waggon is equipped with damping, pass a street with holes, the way not become smooth, but the passengers will feel the shaking less that these were absorbed by the special improvement to the vehicle. Same it is with the reinsurance. Not reduced the losses, but make them easy to be supported for insurer.” (“The economics theory of reinsurance”, Journal of the Insurance Institute of London, 1933.).

Another reason for buying reinsurance is that countries as Romania are very much exposed to catastrophic events. In this case, are trained to participate offering protection a great number of reinsurers all over the world. No doubt, some companies from such companies exposed to catastrophic risks cannot support themselves the payment of losses produced by such events. The most important problem with which is confronted the industry today is that of its exposure (and exposure of its clients) to the major natural hazards (“Csiszar Ernst  and Heidrich Gregory W  The Question of Reputational Risk: Perspectives From An Industry The Geneva Papers (2006) 31, 382–394. doi:10.1057/palgrave.gpp.2510096). The calculations and mathematic models for loss estimations which could occur, simulations on existing portfolios could help to the correct appreciation of the exposure, but especially at establishing of an adequate price for buying protection. It is not less true that such events could appear with less frequency, but the level of cumulative premiums in the years when these risks are not occurred, could cover enough in case of producing the respective losses. Indifferent by which point of view we are seeing the things, the reinsurance represent a necessity, that “must” from the protection point of view, not only if we are thinking at the awareness degree of the risk but especially from the stability and profitability point of view. The cost, the price of it, represent a thing which has to be took into account.

The companies practicing direct insurances are the main buyers of reinsurance. When the own retention which an insurance company could have, that part of the risk which could be supported, of course from the losses point of view, with a part of the company’s capital, as to not affect the stability and solvability, will show that the size of the each loss or accumulation of the losses from one single event, which could be retained in a safety regime on its own account, tend to increase directly with: 

a) volume and dispersion of the transaction business and 

b) the size of the own reserves refers to the collected premiums, than what exceeds this level must be protected through the reinsurance. 

4.The premises of setting up of a Romanian reinsurance company

The idea creating of a Romanian insurance company was present in the medium of specialists working in this field since more than three years ago. And, of course, among the first questions were put was that connected to the kind of property, if the company has to be with private capital or state capital. More than that, it was made a connection between recent and intensive discussed the law in respect of obligatory insurances the buildings against natural hazards as earthquakes and floods, as well as the approaches in this respect. For sure, the setting up of a reinsurance company represent a challenge, first of all by that the evolution of Romanian society, of Romanian economy, leads to the development and diversification of these, and afterwards by the admission of Romania to the European Union meaning adapting and aligning to the requirements, objectives and the development rhythm imposed by this at the micro economic level as well as macro economic level. The assemble of these directions, even if these have a direct impact to the citizen, or even if this will be reflected at the level of the great economic units or transnational companies, will produce quantitative and qualitative changes in the life of all of us.

What make us thinking that a reinsurance company setting up could be opportune and necessary, that there were created the corresponding and necessary premises, that the interests are in accordance with, that we are ready for European Union admission and the European Union is open to accept, are arguments which has to be sustained. What this means and which are the implications – on one hand, accumulation of resources and capital and on the other hand capacity of taking over the risk, in a solid structure, based on professionalism and with professionals, perfect entering into this economic-financial system, and functional mechanism called worldwide insurance and reinsurance market, are issues to which we have to reply. In our opinion, the most important factor of jumping from the quantitative to qualitative is the human resources. It is the time of professionals, the risk of the companies working with non professional employees becoming higher and higher. Being an activity where the working with people on a direct basis is very important, than the management based on professionals is a key of success. The way of companies working with not very professional employees ends in selling the company to other more professional and powerful company. Here, the Romanian market still have to work in order to improve its potential. We can easy observe that at the level of 1HY 2008 in the Romanian market are  companies. The new rules imposed by the European Union concluded in the Insurance Supervisory Commission norms, as well as the results of companies will lead to the market concentration in the future of no more than 20 companies. However, we wondering that if, and when, the interest of retaining the funds inside the country become true, of course in accordance with the corresponding risk, and if, and whom, could serve the setting up of this new potential Romanian reinsurance company. 

The actual context of the international reinsurance market shows a relaxation in respects of terms, conditions and prices regarding the issuance of reinsurance treaties, or to buy protection from international market. Therefore, in these conditions, this step ahead regarding the setting up of a reinsurance company, for sure not without a risk, could come in a proper moment and maybe the effort and price would be much easier to be tolerate. The state capital is no more present in any insurance company from the Romanian market, but the state involvement in setting up of such a company, despite of the fact that the risk could be very high, could means also the rolling and maintaining of an important amount of money inside the country. In this respect the big European groups of insurance decided to create their own reinsurance companies. Of course, first of all is a problem of capitalization power and retention power at the same time. In this way it is noticed a centralization and globalization tendency in the insurance market, as well. The Romanian market itself offer this kind of image, assisting in the last years at a polarization of the market, the first 5 companies covering over 60 % of market share and collected premium volume. Despite of this, Romania spend an important quantity of insurance premiums in order to buy protection against the catastrophic events and to pay reinsurance premiums, instead of accumulate and pass the money through a reinsurance company, of course in accordance with the accumulated risk.

5.Conclusions

Reverting to the necessity of establishing of a reinsurance company in the Romanian insurance market, this has to reply to 2 questions simultaneously:

1.Is the Romanian market ready to cope with such a provocation and therefore to support the taking over of this kind of risks?

2.Does Romanian market would like to pay mare such big amounts for reinsurance in respect of catastrophic events?

As still the market seems to not have the firm answer yet, it could be appreciated that from politic, economic and social point of view that there is an advantage in retaining inside the country of important amounts of money which would lead to the strength and growing of the specialized Romanian market. No doubt, a Romanian reinsurance company has to be framed in the reinsurance international market as a part of this huge chain.
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1. SOCIAL PERCEPTION IS MORE CONCERNED WITH FUTURE TRENDS THAN WITH CURRENT DATA

There is a noticeable paradox in the flourishing literature on China and on its headlong ascent. All scholars and analysts agree that the scale of China’s economy is smaller than the US’: the Chinese GDP is 4 times less than the American one. And if we refer to the GDP per capita, the difference is even bigger. Yet, according to a Gallup survey carried out at the beginning of 2008, 40% of the American subjects see China as the world’s leading economic power, while only 30% of them think the same thing about their own country (Fenby, p. XXXVI). What accounts for this gap between statistics and the social perception that these statistics inspired in the first place? This type of social perception is endorsed and enforced by some specialists, too. When assessing the countries that qualify for the title of economic superpowers of the beginning of the 21st century, C. Fred Bergsten states that „three political entities currently qualify: the United States, the European Union, and China” (Bergsten, 2008). The essential question is whether we deal with an over-inflated assessment of China’s economic might or the social perception of China’s ascent has overtaken the reality as such? Is social perception more concerned with trends than with actual data? Statistics are confined to what exists as of this moment. What about public assessment of statistical data? How can we explain this gap between hard data and their social perception and, most importantly, what is the deeper meaning of such a gap? The paper seeks answer to these questions and paradoxes. In our interpretation, social perception represents a variable that needs to be factored in when assessing the process of ascent as such. Even if it does not work based on measurable data and is characterized by a structural inaccuracy, social perception goes straight to the core of things. It lacks details and accurate data, but it gives the outline of the perceived phenomenon with a remarkable accuracy and precision, sometimes overtaking statistics in this regard. In other terms, the social perception of such a large-scale phenomenon as the rise of a superpower is particularly relevant. It shows how ordinary people perceive the current battle for world supremacy, the changes currently undergoing at this high level. The above-mentioned survey was carried out on subjects who are directly influenced by these changes and who are citizens of the world’s current superpower, for which China is a fierce competitor. In order to explain these paradoxes, we selected these factors that are either astounding in itself or impact the relationship with the US, hence the social perception of average Americans.  

2. CHINA – THE GREATEST ECONOMIC STORY OF THE PLANET

The first explanation accounting for the discrepancy between hard facts and social perception about China’s rise has to do with the pace of economic growth: „China has grown over 9% a year for almost thirty years, the fastest rate for a major economy in recorded history” (Zakaria, p. 89). Which rules out any interpretation that things have happened by mere chance. The growth pace led to the emergence of „the greatest economic story of the planet [...], the world’s biggest boom – and not just the biggest boom right now, but the biggest boom that has ever occurred in history” (McRae, The Independent).  The economic growth has taken place at a pace that has doubled the economy’s size every seven or eight years (Emmott, p. 22). There are three additional striking things about this pace: its constancy in time, its stretch in time (30 years) and, last but not least, the size of the country where it occurs. Which are the causes of this accelerated growth? The country’s geopolitical potential, its reform strategy, the sheer size of its working population, its commitment, motivation and work ethics? What is certain is that all these are mingled into a coherent whole which enables the country to make constant and paced headway. Due to that pace, China has been climbing up the world’s economic ladder. The first decade of economic reforms were meant to make people familiar with the market system in the industrial sector as well as in agriculture. Their implementation yielded impressive results. After 1992, the boom of Foreign Direct Investments started, which entailed an explosive growth of manufacturing, export, and of the economic might in general. Up until 2000, China had passed medium range economic powers, only to exert greater ambitions immediately after. It gradually passed Italy, France, Great Britain. „This year, China will in all probability pass Germany to become the world’s third largest economy, after the United States and Japan. It seems likely to pass Japan within a decade and it is possible, though this is much less certain, that it will pass the US within a generation” (McRae, The Independent). The magnitude of change has been frequently labeled as miraculous, making China utterly different from the China of two decades ago. For the next 10-15 years at least, China will maintain that growth rate and predictions are made that the burst of growth will gradually slow down in another 20 years’ time, when China will become a more „normal” economy. Until then, „China [...] is going to be utterly different once again” (Emmott, p. 23). 
3. CHINA IS NOT THE NEW JAPAN 

The statistics of the boom are astounding. China consumes nearly half the world’s cement and produces 40% of its socks. It commissions a new power station about every four days and last year built as much power generating capacity as the entire output of France. It plans to build 97 regional airports in the next 12 years, bringing the total number to 244 by 2020 (Independent). Construction business is moving so rapidly in Shanghai that the city maps need to be re-written every two weeks. A city approximately the size of London shows up in the Pearl River region every year. In preparation for the Olympics, China built highways whose total length are enough to pave the way to the Moon (Leonard, 2008). The growth rate is illustrative, but it does not tell the entire story. China’s advantage of having a huge, well-disciplined working population is often brought to the fore, as if nothing else matters. Deeper analysis shows that its development mode is much more intricate, sophisticated and, in many ways, singular. For example, one element of this singular strategy is the exceptional openness to foreign capital. In order to underline the singularity of China’s development strategy and to prevent the easy and comfortable interpretation that China has merely adopted other Asian countries’ path of development, Fareed Zakaria clearly states: “China is not the new Japan” (2008, p. 91). This happened, at least partially, because China had no choice, it was not in a position to simply adopt a development path, be it the Japanese one. Due to its economic conditions at the dawn of economic reforms, China opened itself to the world. Japan and South Korea implemented an export-led strategy while keeping their domestic markets closed. The propulsive push of the Chinese economy was given by FDIs, while the other two Asian countries bet on the tight cooperation between the state and big national companies. Their strategy was to buy foreign licenses, use them for internal manufacturing and then trade the manufactured goods internationally. In contrast, the Chinese state allowed foreign companies to directly invest on its territory, thus getting access to technology and to market mechanisms.  Opening to the world appeared as the only feasible solution at the time and it paid off. The Chinese GDP in 1978 expressed in current prices was just $228 billion, and the GDP per capita was $240. Three decades later, GDP had increased twelve fold to $2.7 trillion, and GDP per capita had risen tenfold to $2.500 (Emmott, 2008, p. 56). China’s trade-to-GDP ratio is 70%, which makes it „one of the most open economies in the world” (Zakaria, p. 92). 

4. THE FUTURE BELONGS TO THOSE WHO INVEST IN CHINA 

“Does the Future Belong to China?” is probably one of the most frequent concerns around the country’s ascent. It was voiced in these exact terms by a special issue of the Newsweek magazine. Inspired by the topic of that China Special issue, the author of the book “China Fireworks” gives a very expressive answer to the same question: “the future belongs to those who invest in China” (Hsu, 2008, Preface). How can we explain such an answer? China’s rapid growth has entailed a less intrusive and noticeable phenomenon, the equally explosive growth of its middle class. Probably the most exotic figure regarding changes in China’s demographics is that it already has 300,000 millionaires. The fact that it has an ascending middle class of approximately 200 million Chinese is even more relevant. Taking into account the qualitative type of growth forecast for the next 20 years – development of high-tech industries, huge budgetary allocations for R&D, the concern for independent technology –, it is likely that the size of the Chinese middle class will double during the same period of time. In 2003, there were 3.8 million urban families with a yearly income higher than $10,000. According to Credit Swisse, in 2014, that number will reach 151 million (Engardio, 2007, p. 4), which roughly means 500 million people. If we add the rural population displaying middle class characteristics, we discover that the size of the Chinese middle class will equal the entire population of the European Union. Then, it will become a fact of life that the Chinese consumer will be the real engine of economic growth. China will not rely solely on the absorption capacity of the global market, but on its own internal capacity, too. That will increase its independence and protection against major global downturns. Investors interested in the Chinese market will grow in number and in importance, which may mark another turning point in the country’s already spectacular ascent. 

5. AN ALTERNATIVE ENGINE FOR THE GLOBAL ECONOMY 

As already underlined, FDIs have largely driven the Chinese economic growth. At the beginning of the economic reforms, foreign investors were naturally cautious. Between 1979 and 1983, $1.8 billion were poured into the Chinese economy, which means $ 360 million a year. As reforms were taking off, the level of FDIs increased accordingly and, between 1984 and 1988, they reached $10.3 billion, which is $2.2 billion a year (Das, 2008, p. 48). In 1992, FDIs skyrocketed to $10 billion and increased threefold during the next year. Due to this boom, China turned from a developing status to a country receiving the greatest amount of FDIs. Then came the Asian flu, which generated a decrease of FDIs, but in 2001, a second boom took place, which coincided with China’s accession to the WTO. What is interesting is that of FDIs has decreased globally, while it has constantly increased in China. According to Alan Greenspan, FDIs rose by 21% every year and reached $70 billion in 2006” (Greenspan, 2007, p. 12). At the same time, the quantitative growth has entailed qualitative leaps, too. For example, in 2003, China overtook the US as the world’s recipient of FDIs. That year, China received $53 billion, compared to $40 billion received by the US. Shortly after, the balance was restored, and the US regained its place as the first destination for FDIs (in 2004, the US received $107 billion, compared to $61 billion received by China). Just as FDIs, currency reserves offer a synthetic picture of a country’s economic performance. The fact that export is considerably higher than import over a significant period of time is an indicator of economic competitiveness. At the same time, export levels are the cumulative effects of many variables: FDIs, domestic investments, technological prowess, quality of macro-management etc. Judged by this indicator, China exceeds the most optimistic estimates. In 2007, its surplus trade reached an all time high level of $267 billion, which made the currency reserves reach the $1.5 trillion at the end of the year (Fenby, p. XXXV), thus leaving far behind Japan, the world’s traditional number one creditor. How did this happen? At the dawn of structural reforms in China, the volume of foreign currency reserves was relatively low – $2 billion and they modestly increased to $2.5 billion in 1980. During the next decade, a real boom happened, conjoined with the boom of FDIs, the massive changes in agriculture, industry and the service sector. In 1990, they were $29.5 billion and, ten years later, $168 billion, $819 billion in 2003 and $853 billion in 2006 (the year when China overtook Japan in this regard, whose foreign currency reserves were $850 billion). In August 2007, the total volume of foreign currency reserves was $1400 billion, according to Dilip Das, and it reached an all time record of $1,500 billion by the end of the same year, according to Fenby. The level of foreign currency reserves is unprecedented: 55% of GDP and 50% of foreign reserves of the entire Asian continent (Das, p. 58). What is the significance of that impressive level of currency reserves? First, they enforce China’s internal and global investment capacity. Second, it secures the country from global crises and setbacks, the most recent example being the Asian flu, which left its economy untouched. Third, the huge currency reserves allow China to have a stake in world’s finance. This, in the long run, may qualify China for the position of “alternative driving engine for the global economy” (Das, p. 66).
6. FROM NONE TO 30,000 MBA GRADUATES IN ONLY 10 YEARS 

It comes as no surprise that one of China’s current priorities is to increase the profile and global outreach of its big enterprises. In order to do this, the Chinese state selected approximately 180 big companies, which will benefit from state’s financial support, tax incentives and political lobby in order to become Transnational Corporations. We have already mentioned that the first wave of economic reforms was more knowledge-driven, focused on making people familiar with the market system, its mechanisms and institutions. Knowledge of market and financial mechanisms mattered the most at the time, launching that what the literature calls now „zero-profit strategy”. Attention paid by the Chinese state to management expertise and know-how has remained constant over time. When Chinese companies merged with or acquired big foreign companies, the new decision-makers specifically invited the former management to sit in the new boards and steering committees (this is what happened when the Chinese enterprise Lenovo acquired the personal computer division of IBM). Such an invitation may have to do with a chronic shortage of high-skilled human resources in this field, too. The fact that the number of MBA graduates was zero in 1998 is a clear indicator of this shortage. Yet, attention paid to management knowledge may also signal China’s ambitions to challenge the global scene in terms of producing advanced technologies and providing advanced business services tied to these technologies. And the human resources shortage may soon come to an end: the expected number of Chinese MBA graduates in 2008 is 30,000. Originally „the last stop on the global assembly line” (Hale and Hale, 2008: p. 162), China is occupying an increasingly integrated and consolidated position in the global supply chain of electronics, advanced aircraft engine parts and other high tech goods. Its recent integration into such global chains shows its preparedness for global economy. By leaving behind the position of either primary manufacturer or final assembler, China borrows the strength of these global chains and becomes more and more integrated in the global networked production mode. Chinese ambitions displayed in the field of advanced business and financial affairs are based on the awareness that today’s global economy is characterized by the mixture between powerful states and powerful corporations. 71 out of the top 100 corporations come from big states such as the US, Japan, Germany, France, and Great Britain. These ambitions and the underlying awareness were explicitly stated by a high profile Chinese official: “today, the economic competition is between nations’ big companies and business groups. A country’s economic might is expressed in the economic strength and international competitiveness of its big enterprises and enterprise groups” (apud McIntyre, 2008, p. 34). 
7. DEVELOPMENT IS THE ONLY HARD TRUTH 
In 1992, Den Xiaoping, the Chinese leader credited with developing the Chinese economic reforms made his famous Southern tour of China, where he stated that „development is the only hard truth. It doesn’t matter if policies are labeled socialist or capitalist, as long as they foster development”. This statement and the strategy driven by it are important since analysis devoted to China often has a strong ideological bias. Questions around its recent history of development are ideology-led: is China socialist or capitalist?, is it more rightist than leftist, or the other way round?, how will China’s political future look like? Den Xiaoping’s statement runs counter to such labels. China is neither socialist, nor capitalist. What matters is the fact that its development strategy has been yielding impressive results. China has retained the coordinating function of the state out of a rich and long historical experience and has embraced the market system thus exploiting one of the most outstanding acquisitions of modern world. This marriage between the state and the market system – although paradoxical and incomprehensible for those ideologically biased – appears to be a happy one. The success story provided by China so far makes it likely that things will go on as they do now, without major changes or adjustments. China’s contemporary success may appear marginal relative to the potential for future development. When this potential becomes real, the entire world will be vitally interested in accommodating its economy and bringing this state into the international order. If China’s hyper-ambitious growth plans are reached within the next 20 years – in the field of advanced technologies, indigenous innovation, advanced business and financial services, participation in the global supply chains, one can talk about a genuine „Chinese miracle”, whose awakening is just about to begin. The famous German public opinion scholar, Elisabeth Nöelle Neumann, documented the impressive human ability to be aware of future trends and the even more impressive accuracy that characterize public predictions and estimates regarding the future. The survey results quoted in the beginning of this paper – seemingly contradictory at the first glance – may be further proof to the stunning capacity of public opinion to sense emerging trends. They may be additional proof that the magnitude of what is 
happening in China eventually starts to be grasped, both in intellectual and emotional terms.  
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TAX COMPETITION CONSEQUENCES ON FOREIGN DIRECT INVESTMENTS UNDER GLOBALISATION

Liliana DONATH, Mariana SLAVIN
The West University ofTimisoara, Romania
Abstract: The paper reviews the tax competition and the implications for the debate on corporate tax coordination within the EU. Although  statutory  tax  rates  have  dramatically  declined,  revenues  collected  from corporate taxation are fairly stable and there is so far no evidence of “a race to the bottom”. Competitive pressures to the decline of corporate taxation lead to the pressures to the decline of the volume of public services or to the pressures to increase the taxation of less mobile labour or the taxation of consumption. This raises a question whether the tax competition is harmful or not. Yet, there are welfare gains to be expected from tax coordination.  The issue that the authors raise is whether tax competition influences the foreign direct investments flow and to what extent.
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1. INTRODUCTION 
Under the globalization of real, monetary and financial flows, a wide debate and controversy began among researchers and practitioners on tax competition and coordination and their influence on the capital flows. Traditionally, tax systems are set up under the specific conditions of the national economies, accommodating the level of tax collection, tax structure and tax rates to the allocation, stabilization and redistributive requirements of the domestic economy. Presently, under the same circumstances, we witness a fierce competition in lowering tax rates in order to attract more foreign direct investments (FDI). Obviously, on one hand, tax competition leads to a reduction of tax rates, a greater efficiency in the use of public funds and a better allocation of private and public funds, but on the other hand, it can affect the transfer effects of taxation on the economy impeding the normal functioning of international trade and capital markets. If tax competition really influences the capital flows, the economic activity and the volume of tax base in a harmful way than the question whether global or regional tax coordination or even harmonization could be helpful can be raised. The paper attempts to find out whether, indeed, tax competition influences the flows of investments toward countries with lower tax rates, and which of these rates are important. 

2. WHAT EVIDENCE SAYS ABOUT TAX COMPETITION IN THE EUROPEAN UNION

2.1. Statutory corporate tax rates and effective tax rates 

The statutory corporate tax rate represents the most visible attribute of a country's corporate tax structure, nonetheless is just one factor among many tax determinants that leads to a significant economic impact in a country. Regarding its impact on investment incentives, the statutory corporate tax rate is not a proper measure since it misses the existence of tax holidays, of depreciation schedules, of inflation adjustments, of inventory allowance systems, of availability of credits for investment, and of deductibility of categories of business expenses. Consequently, a large literature has searched for the most accurate methodology able to summarize and acknowledge the previous factors into a common measure that could be useful in macroeconomic studies. Different combinations of information on tax returns, statutory tax rates, deductions, depreciation rates, and tax codes with data on income distribution and projections of net present values for investment projects have been proposed by researchers in this area. But, it is well known that the tax base differs from one country to another, the tax authorities granting a number of deductibility, exempts, allowance, deference, etc. thus resulting the effective tax rate. 
Two measures of effective rates of tax (Devereux, Griffith and Klemm, 2002,), (Devereux, Griffith , 2003) are presented in the literature. The traditional method of measuring the impact of corporate income tax on the level of capital investment by the use of the cost of capital – defined as the pre-tax real required rate of return on an investment project, taking into account the financial cost of the investment as well as its depreciation. The impact of tax on the cost of capital is measured by the effective marginal tax rate (EMTR). More recently, attention has also focussed on the discrete incentives of multinational firms, which face a choice between alternative locations of production Given the structure of its costs, it will probably locate in a limited number of countries, offering the highest post-tax profit. The impact of taxes on this decision making process can be measured by the extent to which the pre-tax profit is reduced by taxation – this is measured by an effective average tax rate (EATR). The effective marginal tax rate (EMTR) is defined as the proportionate difference between the pre-tax and post-tax required rate of return. It defines the effective average tax rate (EATR) as the net present value (NPV) of tax payments expressed as a proportion of the NPV of total pre-tax capital income : 
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where R is the present discounted value of the economic rent in the presence of taxation, R*  is the present value in the absence of tax, p is the pre-tax net profit (financial return), r is the discount rate, 
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is the cost of capital, τ is the tax rate, δ economic depreciation, A is the present value of depreciation allowances. The effective average tax rates (EATR) are relevant for international location decisions, and effective marginal tax rates (EMTR) are important indicators for a firm’s investment opportunities and competitiveness from a tax perspective at a given location.

2.2.  Do countries of the EU compete over corporate tax rates?

An important question is whether EU member states really compete over corporate tax in order to be more favourable to FDI. Over the last 25 years, Europe has experienced a decline of the statutory tax rates both for mobile bases and less mobile ones. The statutory tax rates on corporate income have decreased considerably in the majority of the 27 members in during 1995-2007 (figure 1).

Figure 1 Statutory tax rates on corporate income 1995-2007 in the EU-27
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Source: European Commission (2008) (http://ec.europa.eu)

At the level NMS , we notice a more considerable reduction of statutory tax rates on corporate income in 1995-2007: Czech Republic from 41% to 24%, Bulgaria from 40% to 10%, Poland from 40% to 19%,  Romania from 38% to 16%. At the level of the EU-15 countries, we notice a decrease for all the countries: Ireland from 40% to 12.5%, Germany from 56.80% to 38.64%, Italy from 52.20% to 37.25%, Statutory tax rates affect effective average and effective marginal tax rates, which are relevant for location and, respectively, investment decisions of firms. A cut of the statutory tax rate leads to lower effective tax rates (figure 2).
Figure 2  Statutory corporate tax rates and EATR  in the  EU-25, 1990-2006
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Source: Devereux, Griffith and Klemm (2002), Benassy-Quere (2007).

By comparing the data in the figure 3, the EMTR and EATR are generally on a lower scale then the statutory corporate income tax rates, It is obvious that the effective rates in the EU countries are lower meaning that despite the higher statutory tax rates, the degree of competitiveness is higher by granting a set of deductibility and allowances justifying the investors preference for these countries.

The evolution of corporate tax collected as % of GDP during 1995-2007, is relatively stable at around 3% in EU-27. It may result the fact that tax competition decreases the rate of taxation but also allows countries to attract a large corporate tax base. There is indeed no obvious relationship between the cuts in corporate statutory tax rates and the evolution of revenues collected from this tax. The NMS that have cut their rates have lost corporate tax revenues in percentage of GDP, while the opposite holds for most EU-15 countries.Then, one important question is, of course, whether the decline of corporate tax rates has been the result of tax competition and whether there is a "race to the bottom". Moreover, the rising importance of direct investments leads governments   to compete with each other in the field of corporate taxation.
Figure 3 Statutory corporate tax rates, EMTR and EATR in the EU-25, 2005 
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Source: Overesch (2005).

3. IMPLICATIONS OF TAX RATES ON FDI FLOWS

The internationalisation determined a worldwide reconsideration of tax policies connected to the FDI flows. The issue concerning theoreticians and practitioners as well is whether the tax systems effectively influence the FDI flows from one country to another and whether, multinationals adopt a more flexible attitude towards a particular tax treatment. Presently, a special attention is given to the comparison of statutory/effective tax rates in the host country and the country where the capital originates. It should be remarked that the tax allowances granted to investors do not determine only a negative impact on taxable income in the host country but also on the tax administration and companies' financial statements. The subject is still more important for developing countries, where the budgetary constraints are more severe than in the developed countries. Nevertheless the tax rates could be an important determinant for companies operation on multiple markets (Internet services, insurance, and banks). Consequently recent studies classify the FDI host countries as “less attractive", "attractive" and very "attractive" according to GDP/capita. These studies envisage that the tax policy is not neglected if the effective tax rate is considered, but companies are affected differently by the taxation in each country. Thus, the small companies are more sensitive to the tax policy than the bigger ones because the levies are significant in their cost structure and they do not have the possibilities to envisage tax avoidance strategies, while big companies are able to negotiate tax treatments and the funds they pay to the budget. Under these circumstances, multinationals have several alternatives to structure and finance the investments, considering the host country's characteristics. A very important aspect concerning taxation is that multinationals are able to locate branches in countries with low taxation setting up strategies to avoid taxation, companies being tempted to declare a higher profit in countries with low taxation or adjust the repatriation of dividends according to the tax legislation in the country of origin. Given these behaviour agreements concerning double taxation avoidance are very important for each country's tax regime.The governments have several useful taxation tools at their disposals in influencing the effective tax rates and the local orientation of multinationals among which: the reduction of corporate taxation to competitive level, deference of taxes or exempts from corporate taxation, exempts from duty or local taxation. These tools are used on a large scale though their applicability was restricted by international conventions. 

Figure 4  EU-15 outward FDI stocks in the New Member States
[image: image64.emf]
Source: European Commission (2008) (http://ec.europa.eu)
Nevertheless, statistics show that a greater volume of FDI has flown to developed countries compared to the NMS of the EU despite the higher statutory tax rates. We can state that for multinationals expanding among developed countries, effective tax rates are more important while to those expanding to developing countries statutory tax rates are more important. These findings lead to the conclusion that there is a mix of determinants in attracting FDI to the NMS: real convergence indicators, a stable economic environment, without major crisis or convulsions, the privatisation of state companies, a positive evolution of financial markets, bank intermediation, relatively good infrastructure and communication systems, modern payment systems. EU-15 outward FDI stocks held in the NMS-12 reached EUR 273.1 bn at the end of 2006. This was 9 % of all extra-EU-15 stocks and marked a growth of 22 % from the situation at the end of 2005. During 2004-2006, Germany was the main investor in the new Member States, followed by Spain and Austria.. As regards stocks held by the EU-15 in the new Member States, Poland, Hungary and the Czech Republic were the main partners at the end of 2006, 68 % of all EU-15 stocks being held in these countries. 
4.  INSTEAD OF CONCLUSIONS: IS TAX HARMONISATION MORE APPROPRIATE THAN COMPETITION?

The brief presentation concerning taxation influences on FDI flows raises the issue of the necessity of coordinating tax policies in order to create a harmonised economic environment in EU, allowing capitals to settle according to stable economic and financial and not according to harmful tax competition. It seems that “the race to the bottom” attitude is not really influencing the FDI flows to the EU NMS leading to the necessity to harmonise conditions to those existing in the OMS. But, in order to harmonise taxation, it is imperative to harmonise the real convergence indicators, i.e. GDP/capita, unemployment rates, productivity levels, balance of payment, etc. thus creating an incentive towards a coordinated tax policy, concerning primarily the tax base (including exempts and allowances) and afterwards if and when necessary the tax rates.The authors think that such an approach, i.e. laying the foundation of tax harmonisation by narrowing the gap among real indicators in OMS and the NMS, will allow a better allocation of funds within the euro area to the benefit of all its member states. This conclusion induces further incentives toward studying to what extent real convergence leads to a harmonisation of tax base and eventually the tax rates. 
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An analysis of the Romanian participation in the carbon trading
Cristina DRUMEA

Transilvania University of Brasov, Romania
Abstract: In December 1997, the international framework convention on Climate Change adopted the Kyoto Protocol with the objective of reducing greenhouse gases that cause climate change.  It also established the emissions trading between countries, with the declared end of reducing the global emissions of those gases. The chosen system is “cap and trade” and its mechanism is based on the “Carbon Credits”. There are several implementations, the European example being EU ETS. Ideally, the permits to emit CO2 are, at first, issued by the various governments and, subsequently, are either auctioned or sold to the companies interested to cover their emissions, or in current parlance, to reduce their carbon footprint. The money raised is earmarked for “sustainable projects”, development of alternative energy sources and for modernization of the existing industrial facilities.
The EU ETS is based on the Directive 2003/87/EC which entered into force in October 2003 and it started producing effects in the newest EU members as well. What is Romania doing, what is its contribution to the carbon market, what are the sustained projects, are only some of the questions that beg answers. The important issue is whether a significant advantage to the Romanian economy can be discerned and what would be the steps that we can take in order to improve our posture on this market.

Key words: cap and trade, Carbon trading, emission permits, energy costs

1.INTRODUCTION. The Kyoto protocol
The Kyoto protocol was finalized in 1997 and entered into force in 2005. The main agenda stated that signatory countries will agree to reduce their CO2 emissions each with a specific amount, as compared with their 1990 levels. What had Romania agreed to achieve? Under the Kyoto protocol, the Romanian pledge was to cut its emissions by 8% until 2008, term which was later postponed until 2012. The Romanian 1990 CO2 emissions were evaluated at 155 060 000 tonnes. Since then, Romania did remarkably well, as depicted in the following chart (Figure 1).

Figure 1 The 36 Kyoto signatories. Promises versus achievements
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Romania promised to shave 8% off the emissions but managed to reduce by more than 50%. The prescribed fashion in which the emissions could be reduced is by investing in clean technologies, replacing polluting industries with better ones or relocating the forbidden factories to countries with more indulging legislation. Romania managed the reduction by simply cutting production in 1990.

2.cap and trade concept and its significance

Let us take an example and suppose someone owes a cement factory. Cement production is highly energy intensive at all stages of the production and significant amounts of CO2 is generated. It is so high, that (UN)IPCC (United Nations Inter Governmental Panel for Climate Change) is estimating that about 5% of the mankind’s emissions are coming from the cement industry. The central emissions management state agency assigns to every significant “polluter” the permit to emit, say, 100 000 tonnes of CO2 per year, free of charge. This is the “cap” part of the deal, the emissions ceiling. Now, let us suppose further that, by wisely investing in greener technologies, the same cement factory manages to reduce its emissions to 75 000 tonnes of CO2 instead of the 100 000 tonnes granted. The balance to the allowance, the 25 000 tonnes, can be sold on the free market. This is the “trade” part. These tonnes can be bought by other companies that did not manage to reduce their own emissions but are willing to continue to operate. Another “trading” part is new green projects which undertake to sequestrate the CO2, to increase the size of the rain forest, or reduce the emission of unforeseen sources. These projects also get allotted some carbon credits that are allowed to be sold on the market.

2.1 carbon credits and legal framework

A carbon credit represents the permission to emit one metric ton of CO2. The laws and regulations governing the carbon trading schemes are complex and specific to the United States, European Union, United Nations, Japan, etc. Several exchange markets, similar with the classical ones were setup. For instance, the European carbon marketplace is the EU Carbon Emissions Trading Program. Several international organizations are also involved through various trading instruments: the World Bank has Prototype Carbon Fund, the Dutch government has ERUPT programme etc. But what are the relevant European directives? The EU Directive 2001/80/EC limits the use of coal in energy production which sets early the regulatory environment for further limitations. The EU Directive 2003/87/EC is establishing the carbon credits trading scheme which became operational in 2005. There are many schemes and types of transactions available to which Romania promised to participate: Clean Development Mechanism, EU Emissions Trading Scheme, International Emissions Trading, Community Independent Transaction Log, United Nations International Transaction Log.

2.2 benefits and costs for Romanian companies 
The Romanian government, under the Joint Implementation Track I procedure, will be able to approve its own emissions reduction projects and to issue its own carbon credits. That way, the companies that are presenting eligible projects can receive important amounts from European funds. Also, the Romanian companies which will receive for free the government issued carbon credits will be able to sell them to other companies who need to offset some results of their activities. So, on one hand, there will be a net influx of European funds along with new wealth creation from within the country. For example, the Multilateral Carbon Credit Fund pledged 190 million Euros for various projects in Eastern Europe. On the other hand, the export of the carbon credits will also generate Romanian revenue. The most important buyers of the carbon permits are, obviously, the biggest emitters. Among those we would find all the conventional energy producers except hydro and nuclear; another large emitter being, as stated before, the cement industry. Various other industries are also targeted by the emissions limits. Due to the increased regulations, their costs are elevated. The normal effect would be to increase the prices to the clients but the Romanian energy regulatory agency is putting a ceiling on that. Because of the forced limitation of prices, the energy companies are forced to reduce their profits. (Detailed Romanian statistics were not readily available).

2.3 costs transferred to the consumers?
The higher cost is transferred, up to a point defined by the government, to the consumer. The price increases occur in steps, each followed by a long plateau usually covering an election year. When the prices are controlled, the shareholders of the energy companies have to put up with the reduction in profit. But, nowadays, the shareholders are not only rich individuals who do not deserve to be even richer. Among the shareholders we find an increased number of pension funds, investment funds and even small stock exchange players who are risking an important part of their capital. It is why, the energy price increase is translated to a reduced return on investment across the Romanian marketplace, affecting in one way or the other all society stratum. And the worst hit will be people that are close to the poverty line. Recently, a new metric was introduced to deal with new types of poverty, named “fuel poverty” and it is defined as limit of 10% of the income. If one is spending more than 10% of one’s income for electricity, fuel, heating, then one is fuel poor. By this definition, even “middle class” Romanian could see themselves poor despite their otherwise affluence. We then ask ourselves which commodities are primarily affected. Directly, transportation fuel, electricity, heating and cement are the most affected commodities. Indirectly, all human activities that rely on one of those will be hit with increased scarcity.

3.the outcome for the romanian market
The current action course seems almost impossible to steer. Our prediction is that the energy costs of the Romanians will increase sharply during the next three years, in step with the Romanian increased compliance with the various EU standards.

Soon after these three years, if the warming continues to fail, some of the more exaggerated regulations will be repealed and the burden will ease. Nevertheless, the current efforts to limit the emissions will be seen as a slump in the country’s development, with no tangible benefits.
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Abstract: The sovereign rating provided by the rating agencies affects the level and the cost of external debt and has a significant influence on external capital flows. In our paper we analyze the impact of sovereign rating on capital flows, external debt and economic growth of Romania for the period 1996 – 2008. In the first part of the paper we make a short presentation of the sovereign rating literature regarding the concept and its relation with the international financing. In the second part, we find evidence that sovereign rating affects the foreign direct investment and the external debt cost. 

Key words: sovereign rating, foreign investment, economic growth, risk

Introduction
Country risk, as it is known nowadays, started to come into shape in the ’70s, when the international loans began to expand quickly, especially the ones for the emergent countries. The crises in Latin America and Communist Europe at the beginning of the ’80s determined enhancing activities of research in the field of sovereign rating with focus on assessment methods improvement. The first part of the work mentions the major studies used as basis of our research. The second part is a synthesis of the research results.  

A Review of the Literature
Many studies approach the relevance of sovereign risk for the great international investors, financial market and economic growth. Thus, (Kim and Wu, 2007) find evidence that sovereign credit ratings affect capital flows. (Reinhart and Logoff , 2004) show that sovereign default risk, measured by sovereign rating, affect capital flows. In terms of external financing, (Erb, Harvey and Viskanta 1999) show that there is a strong relation between the country risk and sovereign bond yield spreads for emerging markets. (Amato and Furfine, 2004) find that “ratings do not generally exhibit excess sensitivity to the business cycle”, and (Cantor and Mann, 2003) show that “Moody’s ratings are also positively correlated with cyclical indicators”. Regarding the criticism addressed to rating agencies for laying stress on the crises, (Mora, 2005) demonstrates that  “ratings are, if anything, sticky rather than procyclical” and that “they are simply reacting to news, whether macroeconomic or market”. Starting from these studies, on the basis of statistic data, we have tried to emphasize the relationship between sovereign rating, increase of GIP (Gross Internal Product), foreign direct investment and external debt from Romania. 
Sovereign Rating, Foreign Direct Investment and External Debt : 1997 – 2007

When the country risk qualification improves, the intuitive consequences are the increase of foreign direct investments, the increase in maturity of external loans and of their volume and the diminution of debt cost. We have tried to check this idea having Romania as an example. The situation of these indicators during the period under analysis is the following: 

Table 1.  GDP, FDI and External Debt, Romania 1997 - 2007
	Indicators

	1997

	1998

	1999

	2000

	2001


	GDP (mil RON)

	25292,57

	37379,82

	54573

	80377,31

	116768,7


	FDI (mil EUR)

	1224

	2040

	1025

	1048

	1174


	ED (mil EUR)

	7767,2

	8054,3

	8756,4

	11113,4

	13575


	GDP (mil EUR)

	31260,44

	37420,05

	33489,47

	40277,77

	44864,45


	RON/EUR

	0,809092

	0,998925

	1,629557

	1,995575

	2,6027


	Real GDP%

	-6,1

	-4,8

	-1,2

	2,1

	5,7


	FDI/GDP%

	3,92

	5,45

	3,06

	2,6

	2,62


	ED/GDP%

	24,84

	21,52

	26,15

	27,6

	30,26



	


	Indicators
	2002
	2003
	2004
	2005
	2006
	2007

	GDP (mil RON)
	151261,7
	189077,8
	246469
	288048
	342418
	404708,8

	FDI (mil EUR)
	1194
	1910
	5127
	5237
	8723
	7185

	ED (mil EUR)
	14969,4
	15859,1
	18298
	24641,5
	28542,9
	38443,5

	GDP (mil EUR)
	48395,99
	50345,57
	60808,5
	79496,6
	97153,64
	121268,3

	RON/EUR
	3,1255
	3,7556
	4,0532
	3,6234
	3,5245
	3,3373

	Real GDP%
	5,1
	5,2
	8,5
	4,2
	7,9
	6

	FDI/GDP%
	2,47
	3,79
	8,43
	6,59
	8,98
	5,92

	ED/GDP%
	30,93
	31,5
	30,1
	31
	29,38
	31,7


Source: adaptation based on BNR data, at average exchage rate

By representing graphically the indicators in the table above, we get:

Figure 1
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Source: adaptation of the data posted on www.standardpoors.com and www.bnro.ro
The graph shows a clear inverse relation of the evolution of foreign direct investments and the sovereign risk. In addition, the transition of Romania from a speculative risk class to an investment class catalized a FDI boom. Rating was only one of the factors stimulating FDI flows. Another one that is worth mentioning is fiscal loosening. 
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External debt stands in a negative relationship with sovereign rating, which means that generally, the capital flows towards Romania grew up. The debt costs were affected by the risk qualification modification. We consider noteworthy the margins communicated by FMI for the period 1997 – 2002, presented below: 

Table 2.  Romanian external debt cost

	Year
	1997
	1998
	1999
	2000
	2001
	2002

	Spread
	350
	1300
	780
	406
	421
	282


Source: www.imf.org
This Table shows clearly that the margin, i.e. the external debt cost, grew abruptly when the risk qualification became worse, but reacted more rapidly than rating to the economic situation improvement. This indicates that rating is just an indicator, but the investors have their own economic calculations and the market reacts faster than the rating agencies. This conclusion is also sustained by the interest rate and maturity corresponding to the Romanian bonds. Thus, regarding euro-bonds, in 2000 at a B- rating Romania was issuing bonds with interest rate of 11%, respectively 11,5% for 3-year and 5-year maturities. At a B rating in 2001, there were issued 7-year bonds with 10,625% interest rate. When rating improved to B, Romania issued bonds for a period of 10 years, with 8,5% interest rate, and at BB-, the bonds issued for 7 years were carrying an interest rate of 5,75%. In 2008 this interest rate performance could not be repeated although rating has been better, BBB-, because of the international financial crisis and 3-year higher maturity. However, the bonds issued for a period of 10 years have an interest rate of 6,5%, i.e. two percents lower than 2002.      

Figure 3.
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Once again, the graph emphasizes the inverse relationship of the risk increase and GIP increase, expressed in Euro at an average exchange rate. We must make clear that GDP grows due to the enhancement of the Romanian capacity to turn the resources to profit, the risk qualification being rather a consequence than a cause.  

Conclusions

Risk assessment is more and more important into an uncertain world, conditioned by the growth of international economic interaction. The country risk, understood as the risk of doing business abroad, is still a confusing concept. A good similarity with the country risk is in the sovereign risk,  asigned to the sovereign debtors and to the debt publically waranteed. Rating agencies evaluate sovereign risk by complex analyses, with focus on the qualitative assessment. 

Regarding the relation between sovereign risk and international capital flows towards Romania, we noticed an inverse relation of the risk size and FDI and external debt volume, and a direct relation between the risk level and the debt cost, expressed by margin and interest rate. For the foundation of this conclusion, there are requested additional data and econometer calculations.  
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Abstract: The authors aim to examine the types of accounting reports necessary to support management decision-making, information structure, quality and efficiency of their training and communication.
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Today, at the beginning of the millennium III, we find that mankind has known extraordinary transformation, which continues and in the Internet era, with a surprising force and intensity. Profile and structure of the world economy is constantly under the amended momentum phenomenon of globalization and world market context in which competition has become economic entities bitter. Certainly, this is great concerns and groups, which have the force necessary for financial gain and maintain supremacy on the market. Furthermore, the existence of enterprises, economic systems as open and sensitive to mutations that occur in a given economic environment, it is today, seem more than ever, subject to the adaptability of power management and accurate forecast of future trends. But always the power and supremacy in the economic field, not only was part of the very well informed. It has information, real quality and timely should become today the most important concern of the management of any company competitive. In this context, economic entities should have an information system capable of performance management report obtained, but the main measures to be taken in the following period for growth. To achieve this desideratum, we believe that management decisions must support mainly a particular model of management control. As is well known, control management is defined by how the resources are being consumed with the efficiency and effectiveness to achieve the objectives of the organization (RN Anthony, 1965) and information management in this regard by data that characterize the work of running the entity (PCG French, 1982) and to organise performance (Alezard C., S. Separi, 2001). Today you can not design a model application management control without knowing the current strategic context based on: • sundry objectives: productivity, flexibility, quality maximum - the minimum cost for a very short reaction; • bitter competition; • adapt quickly to change the effective management of reaction time, the length of manufacturing and distribution;• strategic orientation, namely the axes of development activities: maintenance, growth, abandonment. In the practical application of a model of management control is to turn control of management tools, namely: the costs, budgets and indicators. Also, a model of management control must take into account the manner in which an organization is offence that identifies the way to understand and define the management, positions itself defines the objectives and the role of management control. In the current context, control management is organized to respond to the two dimensions of steering namely: (1) steering performance; (2) steering change.

The steering performance impose control management role to help piloting an efficiency and effectiveness. The steering change couple seeks value-cost, improve operational on step Kaisen and organizational changes. Implementation of management control within the organisation may have at one of the following basic management techniques: ▪ organization and functioning at the lowest cost of an information system adapted coherent processes of analysis and synthesis method is as cost-volume-profit (CVP); ▪ identify deviations between the forecast and achievements, explaining their adoption of corrective measures, targets that can be achieved by using standard cost method; ▪ defining problems and information from internal and external necessary planning, which requires the preparation operation budgets. 

Method cost-volume-profit (CVP) is a management tool very useful in analyzing the performance of internal enterprise by setting the threshold of profitability, analyzing the vulnerability to risk factors that surround and an analyse of sensitivity useful in managerial decisions. CVP method is useful in appreciation of the vulnerability in relation to amend the level of activity. The value of fixed expenditure level is higher entity, the company is more vulnerable. Furthermore, their method demonstrates the value of CVP in defining policy of price. MCV% represents the ratio of MCV, and CA and is assumed to be constant. Because the company to be profitable must always respect the inequality: CA * MCV% CF. This inequality put in light two aspects: ▪ any product contributing to cover fixed costs and achieve overall outcome as soon as it becomes positive MCV; ▪ dispense with a product sold below cost, but its total cost over its variable lead to a weakening of overall outcome and may even lead to record a loss. Method CVP is also useful in analyzing the internal performance of the enterprise, through reporting performance results of the review sensitivity. Analysis of sensitivity answer questions like: What will be the outcome if the production drops by 10% compared to the level specified? But if prices fall by 10%? What impact has increased the cost of the outcome variable unit with 10%? But fixed costs increase by 10%? An example of such a report may be presented as follows: 
	What will be the outcome if the production drops by 10% compared to the level originally?

	Indicators                                                                 Modified                             Initially                     

	Quantity 
	90 buc
	100 buc

	Price 
	10 um/buc
	10 um/buc

	Cost variable unit 
	2 um/buc
	2 um/buc

	Expenses fixed 
	600 um
	600 um

	

	Turnover
	900 um
	1.000 um

	Expenses variabiles 
	180 um
	200 um

	The margin on variable costs:

a) uniform 

b) global 

c) percentage
	8 um/buc

720 um

80%
	8 um/buc

800 um

80%

	Result
	120 um
	200 um

	The threshold of profitability:

a) uniform 

b) global
	75 buc

750 um
	75 buc

750 um

	The margin of safety:

a) absolute 

b) relative 
	150 um

16,67%
	250 um

25%


It notes that 10% reduction in the quantity produced and sold lead to a weakening of the result by 40%, from 200 to 120 um. Diminishing stressed the outcome is a consequence of the large amount of fixed costs that must now covered by a smaller number of products. The company becomes more vulnerable, because reducing turnover by more than 16.67% will lead the company to record a loss. Sensitivity analysis can be carried out on various scenarios, combining the above questions as: What happens if prices fall by 10% and production sold increased by 10%? or What is the impact on the outcome if prices fall by 10%, production sold increased by 10%, variable unit cost increase by 10% and fixed costs decreased by 10%? The answer to all these questions and more can be found easily by reporting performance. Sensitivity analysis is performed and where the company obtains more products and offers managers a wider horizon about what might happen in reality than forecast, as follows (Caraiani, 2005): ▪ from cargo information margin on the cost of variable percentage, a manager can build alternative development, given that carrying cost with the highest margin is the one who has the highest ability to cover fixed costs; ▪ information can not be seen unilaterally, it must be correlated with the other products, in terms of contributions; ▪ if the product margin on the cost of the biggest variable must cover the fixed costs that other products they could not cover because of the margins too low or negative, then decisions possible to improve the production or sale are either the change its structure in favor of the product with higher margin, or power over other products in order to increase their capacity to absorb the fixed costs; ▪ price increase if the market supports situation is favorable, increasing the quantity produced and marketed, if there is demand and production capacity available for obtaining additional quantity, and acting on variable costs and those of the period. 
The standard cost method represents a technical budgetary control. Standard costs are real costs default, which is based on analysis of prices and conditions for future exploitation. Typically, these costs serve as programmed levels or targets in the work of determining the cost of product, but can also be used in the activity of distribution and marketing of products. Once established, the costs represent the standard tools of business planning and budget. Further, the differences between standard costs and actual offenses named become an indicator for evaluating performance, which can be used to control costs. By analyzing irregularities, management accountants can effectively separate the functions of the inefficient in the wards so that managers can focus on certain fields to be improved. Operational performance can be measured by comparing the actual results, or budgeted data, or data on standard costs determined on the basis of flexible budget. A first phase of work performance evaluation is to determine whether there is an offense costs. Determination irregularities help to identify areas of effective and ineffective. But the key to an effective monitoring of the operations is simply no identification value offense, but in determining the cause of this offense. Once you have determined the cause, managers can take steps to correct the problem. Assessing the effective performance of managers depends on both the human factor and company policies. The introduction of the deviations from standard cost performance reports printed a degree of accuracy the evaluation process. Key to drawing up a report based on performance and costs standard deviations appropriate compliance policies lies in identifying the persons responsible for each offense, determining the causes of each offense, creating a selective management system and creating a format adapted to each report functions. The introduction of the deviations from standard cost performance reports brings a degree of accuracy the evaluation process. Such a performance report can be obtained by comparing actual expenditure with the standard costs for actual production (Jianu, 2007). 

Workshop A

Report performance for the month of January
	The actual quantity: 140 products

	Expenses (um)
	Bugetate
	Efective
	Abateri
	Type offense

	Raw materials
	1.680
	2.450
	- 770¹
	  - 420 offense quantity

  - 350 offense price

	Manoperă 
	7.000
	8.232
	- 1.232²
	 + 140 offense efficiency

-1.372 offense tariff

	Indirect expenses
	700
	600
	+ 100³
	 -  50 offense activity

 + 100 fixed expenses offense

 +  50 offense variable costs

	TOTAL
	9.380
	11.282
	- 1.902
	


Causes:

1º  Unfavorable deviation recorded in the case of expenditure with raw materials is due on the one hand, recorded a consumption greater than foreseen, and on the other hand, the purchase of raw materials at a higher price than the standard. From an analysis performed was found that the difference unfavourable generated by higher consumption of raw materials was due to unjustified losses in the production process, the result of inadequate care machinery production, which generated a lot of scrap. It is recommended penalize the person responsible for repair and maintenance equipment. Unfavourable price difference in amount of 350 um, following the purchase of raw materials at a higher price than originally charged can not be responsible purchasing department because this increase in prices was a general, having no responsible alternative for the purchase of raw materials at lower prices. It is necessary that the undertaking to review the standard purchase price on the unit. 
2º Unfavorable deviation registered if labor costs are due in full wage increases that were approved by the management company, which is why registration costs higher than those originally provided can not be charged to any person. It requires, however, a modification of standard fare zone. It should be noted that the violation increases due to unfavourable salary was 1,372 um, a part of this offense unfavourable being covered by the efficiency of workers, who worked in a pace faster than the standard established by and which led to a gain of 140 um. 

3º Favorable deviation of indirect costs associated is a consequence of adverse related offenses level of activity amounting to 50 um and a favourable offenses in the amount of 150 um due to cost. As shown above, is due to improper maintenance of machinery, which has generated a lot of disruption in the production process, the guilty person being responsible for all maintenance and repair equipment. Increasing production with implications for greater use of production capacity led to a mistake on favorable fixed costs because they were absorbed by a larger number of products.
The management of an enterprise is a system which consists of three processes: forecast, implementation and control processes that are adapted perfectly standard cost method. Forecast is to establish guidelines for the organization but also constraints to which it is subject. Implementation lead organization to act in accordance with the guidelines and constraints previously determined. The organization assesses the efficiency and determine the needs for forecasting and implementation. Step forecast saw important developments as a result of increasing economic uncertainty, leading to a steering less flexible and less oriented figures. The plans and budgets go further than a simple prediction of possible. They do not characterize, in fact, the most likely possible, but rather the most likely choice. The plans and budgets are fundamental instruments of management provisions. They are not predictions on the future but doubtful instruments adopting the decision, piloting action there. The plans and budgets are (Ardoin, 1989):▪ management acts aimed at defining the future of the route; ▪ management tools to prepare for the decisions taken today what needs to be done tomorrow and that define the foundations of coordination between various centers of responsibility of the enterprise; ▪ instruments of management control which will serve as a basic reference for drawing up scoreboards and the system of enterprise reporting. Planning is a necessity because it must take into account the time and means to achieve the desired changes and to implement the strategy. For the preparation of accounts provisions must be developed to advance more budgets: sales budget, budget, production, supply, budget, budget expenditure relating to production, budget expenditure and other administrative overheads, the investment budget. Based on these budgets are drawn up budget treasury, and the profit and loss forecast and balance sheet forecast. The information contained in the budgets should have a role simultaneously retrodictive but also predictive, confirmative and forecast (Ristea, 2002). From the methodological point of view, the accounts provisions are based on analysis of past financial accounting and articulates network budgets of the enterprise. On the other hand, the choice of methods of management in the current competitive environment is strongly influenced by customer satisfaction. Today, the company attack three forces: the change, which is permanently, client, who has the power and, last but not least, competition, which is strong. Many enterprises have tended to focus on the customer. The manner in which a company is performing against its customers has become one of the main concerns of managers. The value for customers depends on the quality perceived by them. A good or service is a quality that meets the needs of the customer's explicit. The quality is not limited to the intrinsic attributes of the product but cover other issues such as services offered, price flexibility. But the undertaking to be performance must control costs and to obtain the desired margin. To create value assumed to maximize cost-quality ratio. 

As a conclusion of our study, to have quality management decisions is necessary, in addition to other measures, and implementation of management methods which allow the creation of value for the customer, such as: just in time, target costing, benchmarking and balanced - scorecard. From our point of view, a general report balance scorecard would be beneficial because it makes visible indicators in line with the objectives, performance indicators generators and indicators to measure results. Further, the four axes - financial, customer, internal processes and organizational skills - provides a broader vision of the entity's position in relation to the environment, with demand, competition and competence. Balance scorecard cover the multitude of targets, in line with the target values and indicators and, simultaneously capture and initiatives which are the basis of those achievements. In other words, making judgments on the achievements of an entity will be based on various information, able to cover different face of the same organizations that are both internal powers and exterior perception relative to its ability to be performing.
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PERCEPTIONS OF THE FOREIGN DIRECT INVESTORS ON THE ROMANIAN BUSINESS ENVIRONMENT
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Abstract:  In Romania the foreign direct investment had a delayed beginning in comparison with other former socialist countries. To this situation many factors contributed: the political, economical and legislative instability, the sometimes hostile authorities’ attitude a.s.o. Some of the changes from the business environment are easily anticipated, but the implications of other ones are very difficult to be estimated. In this paper we study the perceptions of some Romanian foreign direct investors using an own investigation realized at more than a year from the adhesion. In the investigation we interviewed 32 executives of FDI. The subjects included different aspects of the business environment from Romania: macroeconomic stability, labor force cost, corruption, fiscal aspects, infrastructure, political situation, cooperation with local authorities a.s.o. We also took into consideration the main positive and negative aspects of the adhesion felt by the foreign direct investors. All these aspects were connected to the expectations the executives had before the adhesion. Although the sample we used is too small in order to allow generalizations, the results of our investigation may bring indices of the foreign direct investors’ perceptions about the Romanian business environment.

Key words: Business Environment, European Integration, Foreign Direct Investors
1. INTRODUCTION 
In the last years the foreign direct investment (FDI) gained a major role in the economic activity from Romania. Its evolution influenced significantly the labor productivity and the economic growth. The flows of FDI allowed the external deficits financing and they contributed at the national currency strength. From the perspective of the integration exigencies we may consider that future inflows of foreign capital are the conditions for Romania to catch up the EU members standards.At the beginning of the transition period, the FDI in Romania reached low levels in comparison with other former socialist countries. This situation had as main causes the instability of the business environment and a hostile attitude of the public authorities. By the end of the 1990s, the change of this attitude, together with the political, legislative and economic stabilization, allowed the decrease of gaps. The EU adhesion brought significant changes in the Romanian business environment. The economic growth was impelled, stimulating the domestic demand. The European legislation was adopted in many economic domains. In the commercial relations with EU countries customs formalities were simplified and the VAT payment at Customs was eliminated. The EU adhesion had also some negative effects as firms’ labor force becoming more expensive and the increase of some prices. These consequences could change the strategies of the foreign direct investors.The characteristics of foreign direct investments in the former socialist countries have been extensively studied. Sohinger (2004) proved the presence of FDI helps creating a powerful set of economic and political incentives that stimulated the transition economies competitiveness growth. Mileva (2008) demonstrated the spillover effect of FDI over internal investment. Birsan and Buiga (2008) approached the FDI evolution in Romania, concluding that before the adhesion most of the foreign direct investors were primarily efficiency seeking, attracted by the cheap labor and after the adhesion the new investors could be expected to be primarily market seeking. Pauwels and Ionita (2008) considered that, in order to attract FDI, necessary for catching-up the other EU members, Romania had to improve the business climate. In this paper we analyze their perceptions over the Romanian business environment, in the context created by the EU adhesion. For this purpose we use the results of an own investigation among 32 managers of FDI. We are aware the used sample is too small in order to allow generalizations. However, the result of our investigation could serve to understand the elements of Romanian business environment that play major roles in the foreign direct investors’ strategic decisions.

2. INVESTIGATION AMONG THE FOREIGN DIRECT INVESTORS

2.1 INVESTIGATION METHOD 

Our investigation was realized on a sample of 32 executives of FDI from Romania. From their distribution taking into account the origin countries, it results that 28 companies come from EU and 4 are from United States. 17 managers have ages between 35 and 45 years, while the other 15 have ages between 25 and 35 years. 24 firms have an industrial activity and 8 act in the services field. The period of investigation was November 20007 - August 2008. As procedure of collecting data we used the individual interviews. 

2.2. EU ADHESION IMPACT ON THE BUSINESS ENVIRONMENT FROM ROMANIA
The executives were interrogated about the most favorable consequence of adhesion for their firms. Almost 47 percent of them indicated the demand increase in Romania and almost 22 percent indicated the legislative stability (see Table 1). For seven firms with significant partners from European countries the most favorable effect was represented by the Customs formalities simplification and elimination of VAT payment at Customs in the relations with EU. Among the four foreign direct investors from The United States, three considered the most favorable effect was demand increase in Romania and the fourth one indicated the easier access on the EU markets.

Table 1 - Answers of the executives regarding the most favorable consequence of EU adhesion
	Nr. crt.
	The most favorable consequence
	Nr. of executives
	Weight %]

	1
	Demand increase in Romania
	15
	46.9

	2
	Legislative stability
	7
	21.9

	3
	Customs formalities simplification
	4
	12.5

	4
	Elimination of VAT payment at Customs
	3
	9.4

	5
	Easier access on the EU markets
	3
	9.4

	6
	Total
	32
	100.0


We also interrogated the executives about the most unfavorable consequence of EU adhesion. Three quarters of them considered the main negative effect of adhesion was represented by the difficulties appeared in recruiting the personnel (see Table 2). Four executives indicated the competition increase as the main unfavorable consequence. They are from Italy and Germany and they worry that many firms from their countries decided to invest in Romania. Two managers indicated the raw materials and lands prices increase as the main negative effect and another executive from a company of footwear production indicated the decrease of Customs duties for the Asian products. A single manager considered that for his firm the EU adhesion had no negative consequences.

Table 2 - Answers of the executives concerning the most unfavorable consequence of EU adhesion
	Nr. crt.
	The most unfavorable consequence
	Nr. of executives
	Weight [%]

	1
	Difficulties in recruiting the personnel
	24
	75.0

	2
	Competition increase
	4
	12.5

	3
	Raw materials and lands prices increase
	2
	6.3

	4
	Decrease of Customs duties for the Asian products
	1
	3.1

	5
	No negative consequences
	1
	3.1

	6
	Total
	32
	100


2.3. INFRASTRUCTURE AND CORRUPTION FROM THE HOST COUNTRY
We asked the managers to characterize the infrastructure of Romania. More than 65 percent of them consider it as unsatisfactory (see Table 3). Especially the bad roads hampered the activity of their firms. Some of them complained they had to revise the initial plans because the transport durations and the trucks depreciation were much bigger than they expected. 
Table 3 - Answers of the executives regarding the Romanian infrastructure quality

	Nr. crt.
	Mark
	Nr. of executives
	Weight [%]

	1
	Very good
	-
	0

	2
	Good
	5
	15.6

	3
	Satisfactory
	6
	18.8

	4
	Unsatisfactory
	21
	65.6

	5
	Total
	32
	100


Regarding the corruption from Romania, 87.5 percent of the executives characterized it as Quite serious (see Table 4). Two of them (one from Italy and one from Germany) considered it as Very serious and other two executives (again one from Italy and one from Germany) regarded it as Not serious. All the 32 executives declared they had information about the corruption in the host country before decided to invest in Romania.  

Table 4 - Answers of the executives concerning the corruption from Romania
	Nr. crt.
	Mark
	Nr. of executives
	Weight [%]

	1
	Very serious
	2
	6.25

	2
	Quite serious
	28
	87.50

	3
	Not serious
	2
	6.25

	5
	Total
	32
	100


2.4SOCIAL AND POLITICAL SITUATION FROM ROMANIA
In the period of time from the EU adhesion the political situation from Romania had serious changes. The coalition that won the elections in 2006 broke and between the President and the Prime minister the relations seem impossible to improve. Such evolutions could lead to the foreign investors’ nervousness, influencing their strategies. In the investigation we asked the executives to characterize the evolution of the political situation from Romania. It resulted that more than 65 percent of them considered this evolution as Quite alarming (see Table 5). The main concern of them was the minority government wouldn’t be able to promote the reforms. The other 21 of them believed they had no reason to be worried because, in their opinion, Romania was definitively engaged in the reform. We did not find any relevance of the age of executives in connection with their perceptions about the political situation. However, the accuracy of our investigation could be affected because the interviews covered a relatively long period of time and during it the political situation experienced many changes.

Table 5 - Answers of the executives regarding the political situation evolution in Romania

	Nr. crt.
	Mark
	Nr. of executives
	Weight [%]

	1
	Very alarming
	-
	0

	2
	Quite alarming
	21
	65.6

	3
	Not alarming
	11
	34.4

	5
	Total
	32
	100


We interrogated the managers about the collaboration of their firms with the local authorities. Almost 72 percent considered it as Satisfactory and almost 19 percent regarded it as Good (see Table 6). All the 32 executives believed that local authorities had inadequate structures, generating inefficiency.

Table 6 - Answers of the executives concerning the collaboration  with the local authorities
	Mark
	Very good
	Good
	Satisfactory
	Unsatisfactory
	Total

	Nr. of executives
	-
	6
	23
	3
	32

	Weight [%]
	0
	18.8
	71.9
	9.4
	100


2.5 ECONOMIC JUNCTURE FROM THE HOST COUNTRY
The recent growth of Romanian economy was accompanied by inconvenient phenomena such as inflation and wages increase. We asked the executives about how much they worry about the future price evolution. More than 56 percent considered it as Quite alarming and 37.5 percent believed it was Not alarming (see Table 7). However, the managers admitted the rise of inflation was a common phenomenon for many economies in the last months.

Table 7 - Answers of the executives regarding the evolution of prices in Romania
	Mark
	Very alarming
	Quite alarming
	Not alarming
	Total

	Nr. of executives
	2
	18
	12
	32

	Weight [%]
	6.3
	56.2
	37.5
	100


We asked the executives about the impact wages increase on the activity of their firms. It resulted that for 84.4 percent the impact was Very big or Quite big (see Table 8). However, this evolution was expected by the implied managers.

Table 8 - Answers of the executives concerning the impact of the wages increase on the firms’ activity

	Mark
	Very big
	Quite big
	Insignificant
	Total

	Nr. of executives
	8
	19
	5
	32

	Weight [%]
	25.0
	59.4
	15.6
	100


The growth of wages in Romania could also continue in the future. We asked the managers how much they worry about this evolution. It resulted that more than 81 percent considered that as Very alarming or Quite alarming (see Table 9).

Table 9 - Answers of the executives regarding the perspective of the future wages increases in Romania

	Mark
	Very alarming
	Quite alarming
	Not alarming
	Total

	Nr. of executives
	3
	23
	6
	32

	Weight [%]
	9.4
	71.9
	18.8
	100


Some managers took into consideration the closing of their investment in Romania in the case of a substantial growth of wages. Another important aspect of the economic context is the taxation. We asked the managers to characterize the Romanian taxes. It resulted that 62.5 percent of them considered the taxation as Quite burdening (see Table 10). However, most of the managers expected a decrease of the taxes, especially of the payroll taxes, in the next years.

Table 10 - Answers of the executives concerning the taxation in Romania

	Nr. crt.
	Mark
	Nr. of executives
	Weight [%]

	1
	Very burdening
	-
	0

	2
	Quite burdening
	20
	62.5

	3
	Not burdening
	12
	37.5

	5
	Total
	32
	100


3. CONCLUSIONS

In this paper we approached the foreign direct investors’ perceptions over the Romanian business environment. For this purpose we used an investigation among 32 executives. It resulted they perceived the demand increase as the main favorable effect of the adhesion to EU and the difficulties in recruiting the personnel as the main unfavorable one. In general, the managers appreciated that some aspects of the business environment such as infrastructure, situation of corruption or taxation had to be improved. Some of them worried about the perspectives of wages increase. However, after all, the Romanian business environment is still attractive for them.
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Abstract: In a more and more global world, universities compete for both students and faculty staff. Do university rankings offer a good perspective when it comes to choosing a university, as a student or university professor/researcher? This paper presents an analysis of well-known university rankings, trying to answer to the above mentioned question. It also presents an alternative to such rankings, namely intellectual capital evaluation models.
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1. INTRODUCTION

Well known magazines and well as specialized institutions prepare university rankings, following different methodologies. Depending on the methodology, one university may appear among the first in some rankings and at the bottom in the others. University management, students as well as policy makers use them according to their own purposes. This article presents an analysis of some university rankings with great impact in the last few years, and also presents a possible alternative to these rankings. 

2. WELL KNOWN UNIVERSITY RANKINGS

One of the best known university rankings is Academic Ranking of World Universities, compiled by the Shanghai Jiao Tong University from China, whose initial purpose was to present the situation of Chinese universities in comparison with other universities around the world. At the moment, it is used more broadly, by university staff to policy makers. According the ARWU official site, universities are ranked according to several indicators of academic or research performance, including alumni and staff winning Nobel Prizes and Fields Medals, highly cited researchers, articles published in Nature and Science, articles indexed in major citation indices, and the per capita academic performance of an institution. There are also magazines which prepare university rankings on a yearly basis. In United States of America, U.S. News and World Report compiles a ranking of American universities. The universities are categorized by mission and then data are gathered from the schools in order to compute up to 15 indicators, which are given different weights, based on the judgment of the proponents of the ranking. Business Week (for US) and Financial Times (for Europe) also prepare rankings for business schools. 

In Europe, the European Commission has an increasing interest in higher education institutions. University rankings and other tools are developed in order to help university and policy makers make better decisions. Among the criteria used in a 2003 ranking we find the number of publications, number of citations, and citation impact score. The ranking involved only universities from the European Union (European Commission Report, 2003). In Romania, Ad-Astra Association prepares a ranking of Romanian universities, having as criteria the number of articles published in scientific journals recognized world wide, indexed ISI Web of Science. For the 2007 ranking, data from 2006 were used (Ad-Astra, 2007). The criteria with articles published in journals indexed ISI Web of Science is similar with the one in Shanghai classification. Other criteria from the Shanghai classification would make no sense at the moment for the Romanian universities, since they do not have Nobel Prize or Fields Medal winners as alumni or academic staff.  

3. CRITICAL ANALYSIS OF UNIVERSITY RANKINGS 

One of the main shortcomings of university rankings is the tendency to generalize, to emphasize as absolute these hierarchies.  Any ranking based on the scientific production (the vast majority of them have a lot of indicators for the scientific production) is relative. The relativity derives from the reference system used and the evaluation models. Different systems and different models (therefore different indicators) lead to different results. It is therefore a mistake to generalize these rankings (Jianu and Bratianu, 2007). Moreover, there may be problems with gathering data. Some of them are provided by the university and checking the correctness of the data would be nearly impossible. In other cases, the same type of data is gathered from many sources. For example, Ad-Astra gathered the same type of data (the number of professors) from many sources (from Cartea Alba a Cercetarii Universitare din Romania, from the university secretarial staff or from university websites). Goldratt’s famous saying “Tell me how you measure me and I will tell you how I will behave” (Goldratt, 2006) is applicable also in the academic environment. For years, university professors in Romania were appreciated by the number of books they wrote. Therefore, most of the Romanian university professors had at least one textbook, a situation rarely met in US, for example, where the professors need to write articles in order to promote. Now, the situation has changed also in Romania. The “ISI race” has begun and university professors have shifted their focus from publishing books to publishing articles in journals recognized worldwide, especially those included in ISI indexes (since this is how they are measured now). Moreover, the editors of the Romanian journals are trying to include them in ISI indexes, thus facilitating the access of Romanian professors to publishing in ISI journals. The number of ISI Romanian journals has increased since the popularization and media coverage of the position of Romanian universities according to Shanghai classification. So, the measurement system has also changed the behaviour. That is why, one should be very careful about what measurement system is using. A good measurement system, in line with the strategic objectives of the university leads to an appropriate behaviour. Just following some indicators, with no correlation to the objectives of the university, may damage the university and its stakeholders instead of helping it to improve.  Universities use institutional rank for publicity purposes, in press releases, official presentations and their websites (OECD, 2007). Being used as a promotional instrument, universities will display those rankings in which they rank well. Despite these weak points, it is clear that these university rankings do have an impact on various stakeholders, like policy makers, university management, students etc. (OECD, 2007).  Therefore, improving rankings and finding alternatives to them would be useful for all university stakeholders.

4. IC alternative
There might be cases when the reader of the ranking does not know too much about the methodology behind the ranking.  Intellectual capital evaluation models try to eliminate this shortcoming. Fazlagic (2005) suggests that intellectual capital evaluation models are a better alternative to various rankings of universities, since the final decision of which university is better is left to the reader. Disclosing IC information to the external stakeholders addresses other concerns in universities: improving transparency and reducing isolation from the external world (Sanchez et. Al, 2006). Besides external reporting to stakeholders, another important usage of IC models is internal management improvement. 

Austria is by far the country with the greatest experience in the evaluation of the intellectual capital of universities. In 2002, the Austrian Ministry for Education, Science and Art issued a University law (UG 2002), which stipulates that all Austrian universities will have to publish IC reports starting with 2006. According to the 63rd Regulation of the Federal Ministry of Education, Science and Culture on Intellectual Capital Reports, this instrument has the following sections (p.1):

I. Scope of application

II.Intellectual capital

1.Human Capital

2.Structural Capital

3.Relational Capital

III.Core processes

1.Education and continuing education

2.Research and development

IV.Output and impact of core processes

1.Education and continuing education

2.Research and development

V.Summary and prospects

This model has a narrative part and a key indicators part, thus giving a holistic view of the organization. The key performance indicators are embedded in a process model, leading from input via output to outcome and impact indicators (Perle, 2005). The evaluation of intellectual capital of universities appeared and enjoys much more attention in Europe than in United States, and the most developed approaches are the ones in the Austrian universities and research centers. But the number of universities interested in such evaluation models is increasing all over Europe. In Spain, the Autonomous University of Madrid has developed an intellectual capital report, with the recommendation to be implemented in Spanish universities.  In Denmark, the Department of Optics and Fluid Dynamic of the Risø National Laboratory also published an IC report in 1999. In Germany, the German Aerospace Center DLR started to realize an IC report in 2000, based on the intellectual capital developed by Austrian Research Center (Leitner, 2005).

5. CONCLUSIONS

University rankings are receiving more and more attention lately due to the multitude of such hierarchies, but also to their increased popularization. Despite criticism, they do provide a tool to make comparisons between universities, direct resources, and influence decision making for students, academic staff and policy makers.  Intellectual capital evaluation models are a step forward, since they do provide an image of the university, but they leave the final decision on who is better or worth investing in to the reader, not to the rankings makers.
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Abstract: The authors aim to make a study concerning the computation of the total management costs under the Total Quality Management paradigm in the Romanian companies and to present the conclusions of the study conducted. We examine the determinants of using the costs information (  The article is a part of more complex research developed within the CNCSIS contract Accounting information in the total quality management in the context of sustainable development; project manager PhD. professor Dumitrana Mihaela).
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1.INTRODUCTION

The total quality has been changed a concept from a trend to a reality that is more conceptual and less practiced. That is why, by the chosen research, we intended to accomplish the conceptual and practical approach of the total quality costs.

2.CONCEPTUAL APPROACHES REGARDING QUALITY

There are different approaches of the quality concept (Garvin D.A., 1987): According to the first approach, the quality can’t be precisely defined, due to the fact that it is absolutely and universally recognized as a model of high achievement. The quality is synonym to superiority or excellence. The second approach of the quality concept considers it as a function of a specific, measurable variable. The differences in quality reflect the differences in the quality of some attributes of the product. The third approach regards the definition of quality starting from the satisfaction of the client. The quality is defined as being convenient to the accomplishment of the desired goal. The quality shows how well the product carries out its function. Such an approach is very important from the managerial point of view, the accent being placed on the importance of the client. Initially, the demarches in the field of quality were focused on the reduction of flaws and errors in products and services by the use of valuations, statistics and other instruments for solving the problems. This concept was named “Little Q” or the “quality of production”, for this reason the following figure regarding the perspectives of the quality culture being presented (Figure 1) (Paunescu C., 2006):
Figure 1: The perspectives of the quality culture











3. DEFINING THE “TOTAL QUALITY MANAGEMENT” (TQM) CONCEPT

What is TQM? Shortly, it is a new philosophy of running a business, the only way of surviving in the competitive battle, an assembly of techniques and methods used through which the maximization of the competitiveness of an entity is followed up, by the continuous improvement of the quality of products and services. The concept of total quality is a policy or a strategy of the organization in the field of quality, being one of its goals. The total quality management is the mean of accomplishing it. The total quality represents an assembly of principles and methods of organization in a global strategy, implying the mobilization of the entire company in order to obtain a better satisfaction of the client at a cost as small as possible.The total quality management involves the global appliance of the management principles in all the regards of the company. The revision of the standard ISO 9000 in 2005 led to the following definition of the quality management: the coordinated activities towards the guidance and control of an organization from the quality point of view. The certification of the quality system by an approved body in terms of respecting the standard ISO 9000 provides the necessary confidence degree to the client for satisfying the given requests regarding quality. The entity doesn’t exist without clients. Therefore it must use all the means to satisfy their needs. In this regard, the president of Procter & Gamble considers that: the total quality means to have deep knowledge and to use it for transforming the clients’ needs in new products and approaches in business. For a better satisfaction of the clients’ needs, an objective of ZERO FLAWS must be set (Crosby P., 1979).TQM is a powerful long-term strategy of the company that determines a continuous improvement of the quality of products and services, as well as of the ability of the management to satisfy the clients’ needs and, in the same time, to create conditions of increasing the labor productivity and, implicitly, the profit (Stanciu I., 2003). In conclusion, the basic principles of TQM are: orientation towards the client, the internalization of the relationship between client – supplier, the quality on foreground, “zero flaws” and continuous improvement. 

4. THE QUALITY COSTS IN ACCOUNTING 

The basic concepts regarding the costs are useful for the theory and implementation of the quality cost. The quality cost is the cost of the non-creation of a product or service. Namely, any cost, which wasn’t generated in the conditions of a perfect quality, contributes to the quality cost. The three main components of the total quality costs are:
- Prevention costs (the costs of all the necessary activities for the prevention of the weak quality of products and services);

- Relocation costs (costs associated to the measurement, valuation and audit of the products and services in order to assure the conformity with the quality standards and the expected performance);

- Nonconformity costs (costs coming from inaccurate products and services with the final consumers needs. These costs have internal and external causes).

The non-quality costs can be: quantifiable and non-quantifiable.  The quantifiable costs of non-quality can be: the cost of redoing the wrong done works; the discounts granted for various minor flaws; the cost of the refused products for non-quality; the cost of the errors of specifications in orders, of the juridical actions taken by the clients for the damages caused in the case of the products sold with flaws; the expenses and the investments made for the quality of products valuation in order to detect the non-quality; the cost of maintaining bigger inventories of raw materials for a quick correction of the effects of a production of inadequate quality and so on. Among the non-quantifiable costs of non-quality we can mention: the loss of an order, a client or a market as a result of the sales of inferior quality products; the reorganizations made for adapting the activities coming from the production of insufficient activities and others. Feigenbaum (1961) circumscribed the quality costs in three classes: prevention costs, valuation costs and breakdown costs. Later, Juran (1974) divided the breakdown costs in costs of internal breakdown and costs of external breakdown. The costs related to quality can also be classified as follows (Crosby P., 1979):

a) Conformity costs: prevention costs and valuation costs;
b) Non-conformity costs: costs of internal and external breakdown

The prevention costs are the costs of coming forth activities for prevailing the appearance of flaws or, in other words, the costs of all those activities among which the elimination in advance of the causes that can determine lack of quality is tried. Here all the necessary measures for the prevention of failures are included.
The valuation costs are the result of the final product or service valuation, after it was performed. It represents everything that was spent in order to see if the result of a process corresponds to the standard and if it is in accordance with the specific quality. These valuation activities are done because the organization is not sure that all they invested in the prevention was totally efficient.

The non-conformity costs derive from the unachievement of the final or intermediary products or services, of all or just some of the requirements that are adapted for the use of clients or that were set off in the production documents. These costs are classified in two main types:

-Costs for internal breakdown – imply the organization, as a consequence of the errors occurred during the processes and activities, but not detected before the delivery of the product or service to the client; 
-Costs for external breakdown – are associated to the flaws that can be found after the products or services were transmitted to the client. The organization bears these costs because the valuation system didn’t detect all the errors. These costs would have gone if no flaw appeared.

5. RESEARCH METHODOLOGY

Data was gathered by sending questionnaires to practitioners that work in the service companies for which we can identify a web site. In total, we sent e-mails to about 200 addressees during the month of August 2008. We have received replies from practitioners in eight companies. The hypotheses we wanted to test within this article are:

H1. The services companies use one of the cost classification presented above that emphasizes the two types of costs: quality and non-quality;

H2. In order to compute the quality costs we need the information provided by the Financial Department;

H3. The costs of quality are computed in big and medium companies;

H4. The information supplied by the computation of the quality costs is used at all the management levels.
6. RESULTS OF THE STUDY

The answers were received from big size companies (50%), medium size (25%) and small size ones (25%). All these companies run their activities in the field of services. In 25% of the cases, inside the company financial accounting, managerial accounting and controlling departments are organized, 25% of them have financial - accounting and managerial accounting departments and 50% of the companies have only the financial accounting department (in all big companies at least financial and managerial accounting are organized). In 87,5% of the cases the accounting information is obtained in the financial-accounting department, which is subordinated to the economic manager, while in 12,5% of the cases obtain it from an accounting company. In 62,5% from the cases, the questioned persons declared that inside the company there is a valuation/evidence and reporting of the total quality costs. The rest of the companies where the total quality costs are not computed are small (100%) or medium size (50%). All those that declared that inside the company the total quality costs are computed classify them in: costs with the quality assurance (costs of conformity achievement) and non-quality costs (costs of non-conformity). About the importance of the total quality costs, 40% of the companies which implemented their computation consider that the most important is the prevention cost, 40% the valuation cost and 20% the cost of external breakdown. The respondents assess a percentage of 1-5% of these costs in the turnover. 60% from those that compute the total quality costs consider that the main feature of a product for the clients is its intrinsic characteristics, 20% - the price and 20% - the flexibility. 80% from the respondents consider that the information regarding the quality cost comes from the financial – accounting department tightly related to the quality department, while 20% appreciate that the information is supplied only by the financial – accounting department. 40% of the companies that organized a quality costs computation system complete the dashboard, 20% apply the target costing method, 20% the benchmarking and 20% other methods. As techniques used for the analysis of the total quality, 20% use the Pareto diagram, 20% cause-effect diagrams and the rest of them other techniques. 60% of the companies determine and report the total quality costs monthly, 20% quarterly and 20% annually. 80% of the respondents consider that the superior and medium level management uses the information related to this subject, while 20% declare that only the superior level management uses it. The purposes for keeping the evidence and reporting of the total quality costs are: the strategic planning, a continuous improvement of the processes, the increase of the profit on long-term, the decrease of the non-quality costs. Those who don’t compute the total quality costs consider as causes: difficulties in classifying the various expenses in order to determine the costs of quality, difficulties related to the way of quality costs computation inside the company (the computation method), the lack of a quality management system, pressure on managers regarding some objectives of costs reduction and, implicitly, on employees.

7. CONCLUSIONS

As we could notice from our results all the hypotheses were proved:

H1. The services companies use one of the cost classifications presented above that emphasizes the two types of costs: quality and non-quality. The hypothesis is proven as all the respondents have stated they use Crosby’s classification into costs used for the quality assurance and non-quality costs;

H2. In order to compute the quality costs we need the information provided by the Financial Department. 80% of the respondents consider that the information is provided by the Financial Department, which works in a tight connection with the Quality Department;

H3. The costs of quality are computed in big and medium companies. All the big companies compute the costs of quality while only half of the medium companies and none of the small companies do it;

H4. The information supplied by the computation of the quality costs is used at all the management levels. 80% of the respondents consider that the information concerning the quality and non-quality costs is important for high and medium level management.
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THE PROMOTIONAL ACTIVITY IN THE  TOURISTIC SECTOR
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Abstract: The promotion as one of the components of the marketing mix, laying stress, in this regard, on its role in the deployment of the tourism companies’ activity, the structure of the promotional activity in the touristic sector as well as the use of the promotional strategies in the attainment of the development targets of the tourism companies.So, in the paper there have been mentioned the three levels at which it is made the touristic promotion in Romania, respectively nationally, by the Ministry of the Tourism, under whose subordination it is the Tourism National Authority, the second level is the regional/local one, concerning the activity carried out by the Centers/Offices of Touristic Information from a series of localities, and the last level refers to the micro one, respectively at the level of the tourism companies, which promote their offer individually (the most often). 
Key words: promotional strategies, promotional objectives, target market. 

1.GENERAL CONSIDERATIONS CONCERNING TOURISTIC PROMOTING

Concretely, the activity of promoting the touristic product is a „specific form of communication, consisting of transmitting information on different ways, which will inform touristic operators and potential tourists about the characteristics of touristic product and about the component elements of offered touristic services..., to develop a positive attitude towards the firms offering touristic services....”. In our country, promoting is realized on three plans, respectively: - nationally, by the Ministry of Tourism (MT), under the authority of which there is the National Authority for Tourism (ANT); - putting into practice of promoting strategies on the level of areas is the responsibility of associations dealing with the zonal promotion (the so-called offices of information and touristic promotion); - the micro level, each economic agent in the industry of hospitality establishing individually his politics of touristic promoting. The promoting strategy on a national level, elaborated and applied mainly by MTCT has as objective the promoting of Romanian touristic products both on the internal and external market (through the National Program of Marketing and Promoting, approved by the Governmental decision no. 303/02.03.2006 published in MO 279/28.03.2006), targeting a series of specific objectives such as:

a) progress of communicational activities integrated into marketing in order to improve the image of Romania from the touristic point of view on the internal and the international market; 

b) promoting of touristic products from Romania in order to increase internal and international tourism traffic; 

c) promoting of touristic products depending on the specific interest of each market. 

From this program, there is also the financing in a percentage of  100% a series of activities specific to promoting, respectively:

a) realization – creation and execution, purchase and distribution of promoting materials and touristic information: 
 a) in the domain of printings: 
   - printing of brochures, posters, banners, panels, other prospects having the objective of touristic promotion of Romania on the internal and international market; 
 b) in the domain of materials for the promotion and information through audio-visual means: 
   - promoting movies of the general touristic offer, for areas and different touristic products; 
   - CD-ROMs, DVDs, audio and video spots; 
   - slides, photographs, posters;  
 c) specific objects of publicity/protocol. 

b) touristic promoting actions specific on the internal and international market: 
 a) participation at the internal and international manifestations (fairs and exhibitions); 
 b) specific activities of public relations; 
 c) organizing of documentation visit for the representatives of the mass-media, agents, tour-operators and other creators of opinion from abroad; 
 d) organization of events for the promoting of Romanian touristic offer; 
 e) organization of itinerary promoting actions(road-shows) abroad; 
 f) other specific actions of promoting. 

c) publicity campaigns in the country and abroad: 
 a) publicity in the mass-media: written, addressed to public and specialists, radio, European TV channels, national and local; 
 b) publicity at fairs (catalogue of manifestation, outdoor and indoor panels, banners, screens); 
 c) mailing; 
 d) exterior publicity: outdoor panels, promoting on video screens, promoting on transportation means; 
 e) other specific publicity campaigns. 

d) realization, maintenance and modernizing of sites belonging to the national Authority for Tourism and other promoting and information offices abroad.
The program assures in the same time the co-financing of touristic projects for the promoting of the Romanian touristic offer in a maximum percentage of 50%, as well as printings, sites, realizing of CDs and DVDs, pages, touristic shows or movies, audio video materials, catalogues, guides, albums, other actions of promoting the touristic offer. In the Ministry for Tourism, more exactly the apparatus of the National Authority for Tourism, there activates the General Direction of Promoting and International Relations which has as its main objectives, among others, the organization and realization of the activity of touristic promoting for Romania both on the internal and international market, by the activities characteristic for the touristic promoting activities of offices from the country and abroad, organization of national tourism fairs, assuring the participation of ANT at the international manifestations, follows the applying in the domain of tourism the regulations of the Agreement of joining the European Union of Romania, initiates and coordinates the publicity campaigns in the mass-media in the country an abroad. In this sense, one can remark the two initiatives, on national level, of support and promoting of Romanian tourism, respectively: Campaign of Promotion of Romania for Romanians, (on the internal market), Campaign of Support of the Romanian tourism, refers both to the internal and external market, and uses mainly the distribution of promoting materials and instruction of personnel for the increasing of service quality, The marketing program and touristic promoting targets the promoting of touristic products in Romania on the internal and main touristic markets from abroad, and that of developing touristic products has as an objective  especially the creation of  an increasing frame of service quality by financing the instruction of tourism personnel. 
2. USAGE OF PROMOTING STRATEGIES IN REACHING THE DEVELOPMENT OBJECTIVES OF TOURISM FIRMS 
The promotional strategy has as long term objective the realization of mission of a touristic firm, that is contribution to the materialization of strategy of leading concerning personalization, individualization and increase of economic power of the touristic firm. This is transposed in actions referring to the main objective and derived objectives of the firm for a determined time horizon. Thus for a maximum efficiency of the work, the promoting objectives have to be underrated to the general ones, and together they have to lead to the obtaining of results taking into consideration by the management of the firm in a certain moment. The objectives have to be clear, precise, parted into different phases in time and they should allow the establishing of responsibilities in order to achieve them. The success of a firm, under present conditions, where competition is there in most markets, depends more and more on its image. That is why the objectives linked to image are the most important, or at least they are meant to draw all the attention of the decisional factors of the firm and the support of the creation/maintenance/change of the image of an organization comes from the promoting strategies and their alternatives. In case of the touristic firms in Romania and mainly the tourism agents there can be observed the importance of promoting their own products, which has grown lately, due to the great concurrence in the domain.In order to determine the promoting means used by the touristic agencies in our country, and the promoting strategies adopted by them, one can mention a part of the results obtained from a study realized in February 2006, having the topic “promoting strategies in tourism generally and of the social particularly”. 

The sample of 25 tourism agencies, both from Bucharest and from the country (the were sent by email, that is why there were chosen agencies having an email address). The structure of the sample is presented as such: Bucharest (76%), Province (24%). The agencies from the province responding to the questionnaire were located in Ploieşti, Târgu Mureş, Cluj, Iaşi, Piteşti and Brăila. Thus, the following conclusion was established: 
- the most used promoting techniques are the promotion of sales and promotional manifestations, having a percentage of 64%; 
- the strategies used by the tourism agencies are: 1a – 2a – 3c – 4c – respectively – promotion global product (68%), differentiated for the different periods of the year (96%), not differentiated on segments (68%), using more efficient communicational means  (80%);

- the Internet starts to obtain its place among the communicational supports in the domain of tourism, for  84% of the agencies taking part in the study (mostly the firms located in Bucharest have their own web site). 

One can appreciate the greater importance given to promotion, the most agencies in the country, and it is made using the two means, mostly used by tourism, respectively the promoting of sales, through all its forms (reducing tariffs, grouped sales, trips of familiarizing etc.) and promotional manifestation (fairs, exhibitions, saloons etc.). The differentiation of promotion is made by most of the firms only depending on the moment and not on the product, the later being much more expensive. The sending of the message is made by selecting only those means which reach to the segment, making thus more efficient the action, but reducing its costs. The promoting activity on a micro level (tourism firms) is realized by each unit separately, depending on the optics, objective and their budget, but also on the whole politics of the tourism domain, for the whole country. In case of promoting, firms are oriented and take into consideration the promoting strategy of tourism, which for that period were established in the “Strategies for re-launching and development of Romanian tourism”. In the vision of ANT (National Authority for Tourism) these objectives were identified as being:

- positioning Romania as a touristic destination offering touristic attractions and unique travel experience (hospitality, services that can be compared to those offered in the countries of Western Europe);

- stimulation of potential tourists from abroad to visit Romania; 

- promoting touristic products that can attract new segments of the markets (that determine the prolongation of the journey in our country). 

Referring to the promotion of Romania as a touristic destination on the external markets, in the strategy there were made budget proposals  for the main categories of promoting activities, for the three groups of touristic markets. (table 1).

Table 1 –Budget allotted for the promotion of Romania - thousand millions of lei –
	Promotion activities
	Europe
	North America
	South-Eastern Asia

	Public relations
	15
	5
	3

	Social events
	10
	4
	2

	Exhibitions for tourism
	40
	1
	3

	E-Marketing/Internet
	5
	5
	2

	Direct marketing
	15
	5
	2

	Publicity
	20
	4
	3

	Promotion of sales
	2
	1
	1

	Other promotion actions
	3
	2
	2

	Total for the market groups
	110
	27
	18

	Total general 
	155


 Source: Strategy for re-launching the Romanian tourism, ANT, 2006, pg. 93

The promoting strategy of tourism will be analyzed by ANT periodically (in each trimester), and will be adopted permanently to the changes of the market, actions of concurrence and internal or international conjuncture. Thus, the way Romanian touristic products are perceived on external markets will be in the attention of ANT, which will mainly follow: 

- the attitude of personnel in tourism and the quality of products and services; 

- generalization of acceptance the means of electronic payment; 

- perception of tourists both Romanian and strange related to the report quality/price; 

- facile communication between personnel in the tourism industry and representatives of national and local authorities; 

- access to services: telecommunication, medical assistance, informing.

The promotion strategy is integrating part of the general strategy of re-launching Romanian tourism, being known the fact that without embittering quality of touristic product (starting with the attitude of personnel to the service itself), the promoting actions do not achieve their goal of attracting more tourists. In the same way, for the year 2007 (the year of joining the European Union) there was located the sum of  1 mil. euro for the promotion of Romanian tourism on the internal market, and in order to solve the quality of tourism products, ANT intends to initiate a normative act with the new classifying norms of touristic units, norms which are much more restrictive emphasizing the quality standards and the professional training of the employees in tourism. 
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MARKETING ORIENTATION TOWARD THE BOTTOM LINE

Adriana DUTESCU, Vlad Sorin DUTESCU
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Abstract: From management guru Peter Drucker we learnt that “any business enterprise has two – and only these two – basic functions: innovation and marketing. Innovation and marketing produce results, all the rest are costs”. And all of this because the purpose of any business is to create a customer. And many years most enterprises invested huge money both in marketing and innovation in order to get competitive advantages and dominate the market for promising profits. This paradigm is dead in the recently years when fierce competition for any and each customer and him or her wallet share makes that only about 14% of new products succeed and about 50% of marketing expenditure can not be connected with the sales outcome. Our aim for this paper is to find a cross between marketing and accounting that will enable to strengthen the marketing role in an enterprise but a marketing oriented toward the bottom line and not only to the customer. We will start from some marketing metrics and analyze how them influence the bottom line and cash flow. Finally we would like to have a common language for top management which comprise different specialties not only marketing professionals in order to design and implement a disciplined business plan.

Key words: marketing, bottom line, ROI, accounting information, metrics

1. The goal of this paper

There are two disciplines that dominate the business environment today: marketing and accounting. On one hand the battlefield is around the customer in a highly competitive marketplace with virtual no restrictions regarding the time, space, information availability, capacity to upgrade the production for better features and benefits provided to more and more educated (product knowledge) and exigent customers. To achieving their goals regarding creating and retaining the customer, companies do anything seems worthwhile at any cost including forcing and breaking the law (Enron is just the most well-known example, far away from being the single one). Without any disciplined approach, most companies invested huge money both in marketing and innovation (the two basic functions supposed to provide results) in order to get competitive advantages and dominates the market for promising profits. In the last 20 years more and more companies figured out, painfully, that the Drucker paradigm is dead as long as only about 14% (optimistic) of new product developments succeed and about 50% of marketing expenditure can not be connected or accountable to the sales outcome. Even worse, the realism of the spoken that “50% of the marketing expenditure is wasted, but do not know which of them” is proved by the many businessmen or businesswomen whom acquired them as their own that at this moment nobody know who was the real originator of them. Marketing literature of last 10 years in the mature markets is dominated by new words: ROI, EBITDA, bottom line, modeling and so on that makes (forces?) marketers to turn their eyes and ears to the CFO and accounting information to find and prove accountability for marketing “investments”.On the other hand, Romanian business environment seems ready to shift the paradigm that view accounting as only as a regulated need for fiscal issues. As market evolved and increased number of mergers and acquisitions, IPO’s, listing to stock market provided both success and failure cases, more and more managers discovered the need and use of accounting information and disciplined approach and design of business planning. And the lack of common language at managerial level among different peers (general management, marketing, sales, accounting and finance, production, human resources, research & development and so on) is the common trigger for misunderstandings, errors, conflicts, lack of motivation and poor results. The new paradigm was stated by marketing guru, Al Ries, who said that a manager of a company should be a marketing specialist able to “read” the accounting and financial statements. 

Therefore we would like to bring together marketing and accounting with some metrics and analyze models that would help Romanian companies for a more accurate and disciplined business planning. We will conclude with some ideas and thoughts regarding the common business language that should be adopted by different specialists to help them in the effort to balance the orientation toward customer with the orientation to the bottom line. Only the companies that will be able to draw the thin line between their profitability and customer satisfaction will be able to survive the today’s market jungle.

2. Marketing orientation toward bottom line

When ask a marketing manager what is needed for a company to survive the answer is very sharp and short (surprisingly): a customer. When switch the same question to a CFO the answer is not really sharp or a figure (surprisingly too): a positive cash flow and rather a profit then a loss, especially if looking for the medium to long term. Who is right and who is wrong (do not forget that both are in the same boat with the same goal)? The answer is given by most recent acquisition in the marketing field, Customer Relationship Management: the survival key is the ability to manage the process of double-creation of value in relation with the customer that allow the company to satisfy (or even delight) the customer in a profitable way for the company itself as well. Let’s see below what we found out as  help and tools to switch marketing activities (dedicated sales force, advertising campaigns, direct marketing activities, public relation releases, distribution channel actions and any others new promotional tools as word-of-mouth, cyber marketing, and so on) intended to influence customer toward generating a financial transaction dot to a financial transaction that generate cash flow and profit for the company. Can be awareness and satisfaction (two very used marketing metrics) connected with cash flow and profit generation? If we consider the marketing expenditures as an investment we should be sure that we act as investors and manage own investments to an appropriate level of risk and expected returns. There are three common marketing metrics which provide a piece of information that limit a full analyze and accurate decision. Cost-per-sales and sales conversion rates do not take into consideration that different marketing efforts may attract customers with different value. A relevant example for Romanian markets was the campaign for acquisition of subscribers for private pension funds, where all competitors focused on number of subscribers regardless their monthly income. 1.000 subscribers with an income of 1.000 RON costs the same as 1.000 subscribers with an income of 2.000 RON, but provide a much less profitability. On the other hand customer value does not take into account the marketing expenses and at the same time the highest-value customers are not always the most profitable customers.

Customer Relationship Management tools provide the frame for a better understand and use of marketing measurements under the umbrella of double-creation of value design and analysis:

-spending limits can be established at the customer level based on projected value. This limits can be adjusted according with the obtained value and new projected value when have also historical data;

-the value of retaining incremental customers through loyalty programs can be assessed and aligned with the appropriate level of investment;

-the measures provide the necessary insight to balance retention and acquisition spending with customer value;

-customer-based marketing strategies can be optimized by maximizing customer profitability; allow modeling efforts to project Customer Lifetime Value for targeting;

-benchmark against best practices and among past campaigns to be able to choose most profitable action in regard of established objectives

All this measurements are aligned with most frequent questions a marketer face: how much advertising is required, how many contacts to reach with direct marketing, how frequently customers should be marketed to, what investment is worth.  

3. Financial implications
The custom is to bring all company activities and results down to a single number, meaningful for the shareholder value. More and more issues like brands, human capital etc. are translated into financial numbers. Modern management is focused, our days, on balanced scorecards, attempting to resume everything within one page of achievements. Managers need to predict the outcome of their decisions but they can not be sure about the future, although valuation methods based on discounted cash-flows may shrink the level of uncertainty. Speaking about shareholder value an important ratio-based on financial information is ROI (return on investment), as net profit to shareholders initial investment. In principle ROI is a useful way to choose the preferred option for the marketing mix, the master budget being established. There are some errors in interpreting this ratio: the investment is consider to be similar with an annual expenditure that attract revenues for the same year and not as a long term amount spent to generate required returns in a limited period of time; the greater the profit, more returns are required by shareholders, therefore although sales may increase ROI may decrease. ROI makes sense in the case of launching a brand, when there is a real investment and a predicted payback in later years, using discounted cash-flows  less the cost of the investment; “payback” means, though, how long it will take to recover the cost of the investment ! Marketing people prefer to compute ROI as profit return, after withdrawing the cost of the marketing campaign: profit minus investment and not profit divided by the investment. This ratio is, anyway, useful to compare different alternatives, in marketing or other company’ functions. Although discounted cash-flows is a scientific way to compare investment alternatives in which discretionary cash is involved, ROI is not having the same usefulness. A more meaningful method would be to establish levels of expenditure needed to achieve company’ goals and to choose the alternatives which generate goals achievement with lower cost. The first conclusion would be that ROI is not a key marketing tool to evaluate its results.

Using financial techniques in marketing will cover the following areas: integrating information, segmentation, using predictions. In modern companies data-based of marketing information can be assembled and shared with other functions of the company. Marketing information should borrow the characteristics of financial information, meaning close integration. Somehow all relevant important indicators must be brought together, in order to better understand customers and strengthen loyalty. Another important issue relates to segmentation: today we can reasonably estimate the value of each customer and affinity group and their unfulfilled profit potential. This analysis is based primarily on marketing data, before getting into financial integrated systems. The attraction of comparative assessment is that many of future estimates (interest rates, cash-flows etc.) are less critical than for single assessments, ex. brand valuation, because they are the same for both. They may be the wrong but they net out. The extent to which the comparisons are affected to future estimates can be determined by sensitivity analysis. The future does not matter but only the comparison that is being made now. Shareholder value is best served by not giving it too much attention; marketing is maximizing shareholder value through attending to the aspirations and needs of customers and employees. So is seems that we should compare brand equity metrics with shareholders value analysis and to see the extent to which previous brand equity metrics predict current changes in shareholder value and the extend to which shareholder value predictions were accurate.

4. Communication at managerial level

At a large scale an executive team comprises many different specializations: management, CFO, marketing, sales, production, logistics (we still argue with many executives that this is a marketing function!), HR, R&D. And most marketing guru speak about the marketers difficulties to articulate how, precisely, the marketing function can help the company to grow and meet its financial objectives. All crucial marketing imperatives, as focusing on customer satisfaction, adjusting to downward pressure on prices, improving customer loyalty, increasing sales and gross margin, adapting to changes with flexibility and speed, request not only skills and tools but also cash. And as long as other executives perceive no connection between marketing expenses and cash generation, marketers will hardly deliver value to their company. That why the first goal for marketers will be to tie the marketing activities to cash flow be identifying and articulating the causal links between marketing expenses and activities, cash flow drivers and cash flow. The second goal will be to communicate less activities and tactics and more the outcomes that those generate and how contribute to business plan accomplishment.

Marketing primary role can be defined as to identify the potential sources of cash flow: analyzing customers, competitors and company resources enable for better targeting of most profitable customer segments which are the best sources for cash. The second role is to build customer equity as the closest link to cash in both the short and long term. The customer equity concept comprise customer value, brand equity and relationship management in a model that allows marketers to quantify the financial benefits form different actions and investments. Instead of conclusion: “when you develop respect for the data, when you start getting more organized, when you start really looking at exactly how much things cost and how much profit you are getting as a result of incurring those costs, you become a much better marketer” (Sergio Zyman, reference 15).
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COMPETENCE KNOWLEDGE MANAGEMENTAND THE COMPETENCE KNOWLEDGE MANAGEMENT INFORMATION SYSTEMS OF THE SMALL AND MEDIUM ENTERPRISES
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Abstract:In this article, we will describe our research on Knowledge Management rooted in the community perspective for Small and Medium Enterprises and those fundamental principles of the various proven quality systems for you to test against your information quality practices. We believe that Competence knowledge Management Information Systems should serve primarily to help people create and share new knowledge. But we also acknowledge the role of stable, structured and reliable information, both as a component of our systems and as a component of the organizations within which we work. We will give you a checklist to test whether those who claim to have a Knowledge Resource or Data Quality (DQ) methodology are providing a cycle of knowledge methodology or our basic idea is that knowledge is not a static chunk of information, but rather, knowledge evolves in a Knowledge Resource Aspect Individual Model for Small and Medium Enterprises. The evolving process takes place through the interactions among conceptual worlds, representational worlds, and the real world.
Key words:  Knowledge Management, Competence Knowledge Management Information Systems, Operational Knowledge Management, Knowledge Resource Aspect Individual Model for Small and Medium Enterprises, Knowledge workers.
 1. INTRODUCTION 

This paper presents our approach for the design and development of computational support for Knowledge work in the Small and Medium Enterprises. Our conceptual framework has evolved around organic perspectives of Knowledge Management for Small and Medium Enterprises. Over the last several years, the Knowledge Management marketplace has been growing steadily with mainstream data business management vendors having made profits by introducing Knowledge Management products that support register, metrics dashboards (for easy visualisation), budgeting, forecasting and planning for Small and Medium Enterprises. Most of this effort has been around the register Knowledge Management methodology.However, in the academic environment it’s talked about the fact that these Knowledge Management approaches should come together to give Small and Medium Enterprises the ability to manage business performance at both strategic and operational levels from a common toolset. And, to a large extent, that is what this article is about – the creation of a Knowledge Management framework that allows Small and Medium Enterprises to integrate Knowledge Resource Management initiatives to create a truly enterprise-wide approach to performance Knowledge Management. Represented Knowledge then serves as a seed for the production of new Knowledge Resource Aspect Individual Model for Small and Medium Enterprises. For Knowledge Resource Aspect Individual Model for Small and Medium Enterprises quality management function to succeed, it must be based on the same fundamental principles that led to effective quality systems in manufacturing and the services for Small and Medium Enterprises. We regard Knowledge Management as the strategy and process of managing a business. This is done by trying to optimise Knowledge Resources and processes at all levels in the Small end Medium Enterprises to meet a common set of strategic objectives. I have underlined “at all levels” quite deliberately here for a very simple reason. We have to find a way by which all the Small and Medium Enterprises can pull in the same direction to meet common goals. It is not enough to just have strong managers at strategic levels in the Small and Medium Enterprises trying to steer the business. Of course this is necessary, but the vast majority of Knowledge workers (employees) are not included in that exclusive executive club. Traditional approaches in Knowledge Management are to accumulate as many coherent knowledge units as possible, and generalize them into a cohesive structure. Then, the generalized knowledge can be instantiated when encountering new situations. We argue that these approaches cannot afford dealing with emerging contexts. Knowledge units can be accumulated in a coherent manner only within a certain context.  Generalized knowledge therefore is operational only within this context.Applying this to Knowledge Management and the Small and Medium Enterprises Knowledge worker base (and even beyond that into its partners, customers and suppliers) we asks a simple question, “How do you leverage the power of the Knowledge workers to improve business performance at all levels in the Small and Medium Enterprises?” Surely this is the key question. It is a question that in many minds has been bothering executives for years. Is it possible to leverage technology so you can enable and trust your own knowledge workers to all tow in the same direction? 


2.  KNOWLEDGE MANAGEMENT TODAY 

When we look at the Knowledge Management marketplace today, we see multiple types of performance Knowledge Management in Small and Medium Enterprises, which can be classified as follows: 

Competence Knowledge Management Integrated with Knowledge Management Information Systems: executive strategy registers, enterprise budgeting and planning ;
 Line of business Knowledge Management Integrated with operational Knowledge Management Information Systems such as: customer KM, supply chain KM, operations KM, resource KM; 
Operational Knowledge Management  -Process-oriented business activity monitoring. 

However, the requirement is enterprise-wide Knowledge Management that engages Knowledge workers at all levels in the Small and Medium Enterprises. In other words, an integrated combination of all of the above is needed. 
Competence Knowledge Management .If we look at Competence Knowledge Management today, we have seen the emergence of registers, reporting, financial consolidation, forecasting budgeting and planning aimed primarily at executives. These Competence Knowledge Management Systems have been built on top of data warehouses as shown in Figure 1
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Figure 1

The requirement here is to be integrated with Knowledge Management Information Systems to facilitate metrics roll-up and drill-down. Many different mainstream data business management vendors have been in the Competence Knowledge Management market for some time, Competence Knowledge Management has its pros and cons. The pros of Competence Knowledge Management include the following: Built on a base of integrated historical knowledge:Single integrated views of master knowledge and transactional activity and Historical knowledge for trend analysis .Competence Knowledge Management Information Systems with near real-time data integration can keep dashboards reasonably well up to date On the down side, Competence Knowledge Management has also had its limitations. These include the fact that Competence Knowledge Management products may have a separate summary database for key Knowledge indicators (KKIs) that has to be populated and no ability to drill down into detail in an underlying Knowledge Management Information Systems. Also, there is often no ability to integrate Competence Knowledge Management with process management in order to associate a process (or process activities) with an objective and to initiate business activity monitoring (BAM) from within Competence Knowledge Management tools to monitor processes.  There is no doubt that things are beginning to change here in that Competence Knowledge Management vendors are now recognising the need to embrace process management by introducing management processes into their products. This is more for documenting things like the financial reporting processes rather than core operational processes. Nevertheless, the signs are there that process management is finding its way into Competence Knowledge Management products. The issue for us is whether or not Competence Knowledge Management products can import standard software process models that would typically be created in business process for Small and Medium Enterprises. When this happens, then we start to get true integration beginning to occur. 

Line of Business Knowledge Management 
Looking at line of business (LoB) Knowledge Management today, this is aimed more at the tactical level rather than the strategic level. There is some degree of line of business register and dashboards as well as line of business budgeting and planning in Small and Medium Enterprises. There is also a lot of operational reporting as well as Knowledge Management reports and analysis. However, line of business Knowledge Management is also limited in that it may be implemented on top of operational systems or on top of line of business Knowledge Management Information Systems. Both of these kinds of implementation are shown in Figure 2, respectively.
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Figure 2 

Operational Knowledge Management 
In Small and Medium Enterprises, Operational Knowledge Management today includes operational dashboards, operational reports, as well as business activity monitoring, alerts and automated recommendations. This is an area of Knowledge Management that is growing but is still in limited deployment mainly because companies are still rolling out business process management. Operational Knowledge Management has typically been associated with business activity monitoring. Some mainstream data business management vendors are offering Competence Knowledge Management solutions, they have now stepped into the business activity monitoring market, which we believe is a good sign in that it indicates that operational Knowledge Management Information Systems and Competence Knowledge Management have a good chance of coming together. The pros and cons of operational Competence Knowledge Management are as follows: 

Pros :Real-time event-driven operational performance knowledge monitoring for proactive alerting and automated actions; Means operational problems and opportunities can be rapidly identified and dealt with.; May even mean that problems and/or opportunities can be predicted; Can deliver significant return on investment, e.g., reduction of operational costs. 

Cons : Process management business activity monitoring vendors often have no business intelligence to understand the significance of an operational event; Business activity monitoring vendors struggle to understand operational structure; No tie back to strategic or tactical performance management. 

Having looked at these different types of Knowledge Management, the problem we face is that they are not integrated. The requirement is that we need the whole solution to work from top to bottom so that Knowledge Management is deployed to the Knowledge workers to make everyone performance aware and execute on a common business strategy for Small and Medium Enterprises. So it raises the question of what an enterprise-wide Knowledge Management system should do. First and foremost, a Knowledge Management Information System is the control system for the enterprise. It should be the system that allows you to manage the business at all levels from strategic down to everyday operations. It should, therefore, support all types of Knowledge Management – strategic, tactical (LoB) and operational. In addition, everyone in the Small and Medium Enterprise should be accountable for managing “their part” of the business and for contributing toward common objectives and common goals. Also, everyone should have access to common data management and Knowledge Management that fits with their role in the Small and Medium Enterprises. Notice that there are objectives, key Knowledge indicators, targets, owners, budgets, plans, alerts and recommendations at all levels here. This is like driving. If you turn the steering wheel at the top of the Small and Medium Enterprise, how long does it take for the enterprise to turn? However, if there are steering wheels at all levels, then the decisions made at lower levels all help to turn the wheel at a strategic level. It’s back to the power of the Knowledge Workers again. All of this implies a hierarchy (or hierarchies) of some sort to tie it all together so that all levels contribute toward execution of a common business strategy (see Figure 3). Figure 3 shows what we mean here, which is to get in Small and Medium Enterprise business strategy execution and integrated Knowledge Management at all levels. What is the dominant hierarchy? There are several, but the employee management hierarchy must be recognised here because it identifies roles, contact details, immediate reports, etc.
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Figure 3
The reporting structure of who reports to who needs to be understood. But just looking at the employee management hierarchy implies others because each manager in the hierarchy needs to have: Objectives, key Knowledge indicators  and key Knowledge indicators targets, Action initiatives to be carried out to achieve his or her objectives, Plans and planned activities, Budget allocation by activity, Process activities and/or whole processes to monitor in their area of responsibility, Data business management to guide them including some combination of reports, guided analysis, alerts and recommendations. However, in exploring elements of Knowledge Management such as plans at lower levels in the Small and Medium Enterprises, we have found again and again that the technology use at lower levels for planning operational initiatives is not the same as the performance Knowledge Management tools found at strategic levels. What we keep bumping into for operational planning is Project Management, we are going to discuss al about Project Management in the next paper.

3. CONCLUSION

The enterprise-wide analysis is focus on whole organization, multi-dimension, and multi-layers in the Small and Medium Enterprises. It can analyze Knowledge management performance evaluation from intellectual capital, technology, process perspectives, registers, reporting, financial consolidation, forecasting budgeting and planning aimed primarily at executives. The primary objective is estimated the level of Knowledge management (KM) performance in the whole organization in the Small and Medium Enterprises.  We revealed that processes of the capture, transfer and learning of knowledge, in project settings, rely very heavily upon social patterns, practices and processes, in ways which emphasize the value and importance of adopting a community-based approach to managing knowledge. This paper made a contribution to the development of knowledge management theory, within project environments. Nevertheless, Small and Medium Enterprises project require particularly systematic and effective knowledge management, if they are to avoid knowledge fragmentation and loss of organizational learning. The Programme-project dealt with knowledge management and knowledge competences in the project for Small and Medium Enterprises, particularly from a programmers perspective. Finally, they made a contribution by presenting the Learning Programme Model. In order to systematically manage the knowledge created within a project, the project, itself, must be systematically managed by the model. Knowing in these tiers of Operational Knowledge Management is helpful. Doing something about it, is however, not easy. Implementing a Operational Knowledge applications protocol that makes Knowledge Management project a predictably successful tool for the Small and Medium Enterprises requires enforcement of standards. The Small and Medium Enterprises needs to strategically conceive line of business Knowledge Management projects, enforce a hard-edge approval process and commit to consistent tracking and reporting. These standards sound good but require stepping on a lot of well-done work.
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THE DEVELOPMENT OF TOURISTIC SERVICES THROUGH REGIONAL OPERATIONAL PROGRAM. SPECIFICITIES AND PERSPECTIVES IN THE NEW EUROPEAN CONTEXT
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University of Bacau, Romania
Abstract: Due its geographic position, Romania has an important touristic potential with a great natural resources, diverse and harmonious placed all over Romanian territory, which give the possibility of developing a great range of tourism forms, varying from the classic ones (mountain, cultural, maritime) to the new ones such as rural tourism, ecotourism or adventure tourism. Regional Operational Program, through the Priority Axis Number 5, focuses on valuing and promoting cultural and natural touristic resources and on developing touristic infrastructure with some expected effects: rising the business opportunities of Romanian regions, development of local economy, creating new jobs. ROP will finance the regions with a touristic potential, both rural and urban, regions which are recognized by UNESCO and are included in the world cultural patrimony, all these made according to Romanian legislation. The creation, development and modernization of touristic infrastructure will take the form of enhancing quality standards of accommodation places such as hotels, motels, alpine huts, boat cabins etc., and the complementary services of amusement places too. The promotion of touristic potential and the developing of necessary infrastructure is a general objective which translates into the need that Romania became an attractive touristic and business destination. This objective is concordant with the strategy of durable development of touristic products and in some aspect is based on using the Internet in reservation and promotions services (E-tourism).
Key words: Tourism, touristic destination, infrastructure. 

1.INTRODUCTION

National Strategy for Regional Development, elaborated on the basis of Regional Development Plans and The National Strategic Reference 2007-2013 identified the development of tourism as a priority development area, given the existing potential of tourism in all regions. This potential financial support to justify the rehabilitation of infrastructure tourist areas and recovery natural heritage, history and culture for their inclusion in the tourist circuit and promoting them in order to attract tourists. Investment in tourism and culture will enable the regions to use the development benefits of their tourism potential and cultural heritage in identifying and strengthening their own identity. Tourism creates opportunities for economic growth and create new jobs through the cultural and natural heritage, specific to each development regions, including the marginal areas, disadvantage economically and socially. The tourist attractions in different parts of the country can contribute to economic growth of urban centres in decline.

Tourism activity creates demand for a wide range of goods and services subsequently purchased by tourists and travel companies, including goods and services produced by other economic sectors (trade, construction, transport, food industry, clothing and footwear, small industry and handicrafts). Increase the number of tourists, expected in terms of tourism development will overburden the environment. In all areas of development, tourist attractions recovery is largely limited by the quality of tourist infrastructure areas, services, generally, and accommodation services and leisure, in particular, all these constitute major obstacles in the development of tourism. It is expected that the implementation of the priority axes POR, by improving tourism infrastructure areas, accommodation services and leisure and by promoting a sustained image of Romania on domestic and international determines growth the quality, European standards, all conditions for the tourism, with direct impact on increasing demand for travel to Romania as a European tourist destination.
2. INFORMATION

The major areas of intervention of the priority axes are: the restoration and sustainable recovery of cultural heritage, and creation / modernization of related infrastructure; creation, development, modernization of infrastructure for tourism recovery of natural resources and enhancing the quality of tourist services; promoting tourism potential and creating infrastructure necessary for increasing the activity of Romania as a tourism destination.These major areas of intervention aimed at supporting recovery some important categories of tourist resources: cultural and natural resources through the promotion of Romanian tourism.

Restoration and sustainable recovery of cultural heritage, creation / modernization of related infrastructure 

Romania has a historical-cultural heritage and ethno-folk of great value and tourist attraction. There are over 700 cultural heritage values of national and international interest which were established as the universal values of the assets under the aegis of UNESCO (fortified churches, churches with exterior frescoes, wooden churches in Transylvania, Maramures, Salaj, Saxon fortified fortresses, Dacian fortresses , Archaeological parks, etc.). Treasure ethnographic and Romanian folklore is also of great originality, as represented by: architecture specific villages in the Romanian historical provinces Transylvania, Moldova, Bukovina, Muntenia, Oltenia, Banat; wood processing, etnoculturale and religious events; communities with traditional rural life. The development of cultural tourism requires solving problems related infrastructure access to tourist objectives (archaeological sites, monuments of architecture) that is old and insufficient, lack of parking spaces equipped with information and promotion of cultural tourism objective, lack recovery in their strongholds for belvedere, medieval castles, churches, monasteries and historical monuments.
For Romania is particularly important to preserve what remained of the cultural heritage of different regions of the country, which were seriously affected by time. The objectives of this major area of intervention are: increasing importance of tourism and culture as a foctor that stimulates economic growth in the region; extending the tourist season; increasing the number of tourists, through the tourism potential recovery on national and international market. In this major area of intervention will take into account the conservation, restoration, strengthening, rehabilitation and protection of historical monuments of national and universal value and the representative of the local cultural heritage.

Creating, developing and modernizing the infrastructure of tourism - a prerequisite for the application of modern marketing strategies

Ecological tourism practiced in a sustainable manner, gives birth to various activities and allows increasing environmental and economic sustainability of tourism activities. Given the fact that 30% of Romania's surface is occupied by mountains, can appreciate that mountain tourism is an opportunity for the practice of tourist activities throughout the year. Young population currently occurs in more and more desire to know his country, choosing cultural tourism, ecotourism, while old population, growing, demonstrated an increasingly high interest towards Balneo-weather resorts, whose curative properties attract including foreign tourists.

Romania has a great diversity of natural resources which form a large part of the tourism product base. These include the Black Sea coast, Danube rivers, the Carpathians and other mountain chains and the Danube Delta Biosphere Reserve. There are 13 National Parks and 13 Natural Reserves covering 7% of the country. There is a great biodiversity with many species of flora and fauna unique in Europe. Romania has the most rich variety of species of large mammals in Europe and is the major track for bird migration. A third of the natural springs in Europe are located in Romania. There are 117 towns with different therapeutic factors - water, sewage, gas - which represents the resources for many resorts in the country. They represent a major source of tourism for rest and treatment, as well as for medical treatment. At present the infrastructure of many tourist resorts Bathing Establishment is in an advanced state of decay. Romanian coast stretches 245 km from the Danube Delta in the north to the border with Bulgaria and presents large beach with tourist resorts and major ports. Nearly half of the number of  accommodation places in the country is on the coast. The structures on the coast tourist enjoying the lowest season opened in an average time of less than three months. In the Danube Delta tourist season work for less than six months per year.

The most important opportunities for development of tourism in the short term data are niche tourism (tourism equestrian, speo-tourism, adventure tourism, tourism-memorial historic, pilgrimage tourism, business tourism), based on natural and cultural resources such as: spas, forest areas, protected natural areas, areas that offer the possibility of practicing winter sports. At present, Romania has a sufficient number of spaces for accommodation, which, however, filed a degree of wear, correlated with a low level of the degree of modernization, especially in the case of structures housing two and three stars. Given these factors on the part of a natural tourist potential and on the other hand tourist infrastructure, taking into account the developments of the global tourism market, it is absolutely necessary to increase the quality standards of accommodation spaces on the type of hotels, motels and camping, chalet and hotels for youth and structures accommodate ships. The same attributes characterized the recreational tourist structures which provides facilities to spend free time. It recommends improving existing attractions and introducing new ones in the tourist circuits, such as: the salt works - besides extraction jump, some mines are attractive to visitors for medical treatment and the objective of tourism; caves - Romania has a significant number of caves, with great development potential as points of attraction for visitors; mocanita - enjoy a special interest of visitors, combining design heritage with rural entertainment business; winter sports - are very fashionable in Romania in recent years; this has resulted in rapid development of facilities for skiing and other winter sports in many mountain regions; cycling - is increasingly more popular both in Romania, as well as in other countries in Europe. The objectives of this major area of intervention are: valuing natural resources in the tourism, diversify tourism services, improving the quality of accommodation, the creation / expansion of recreational tourist structures, in order to increase the number of tourists and length of stay.

Promoting tourism potential and creation of infrastructure related

Specific actions promoting tourism in implementing projects to the domestic and international market are:
-developing and/or purchase materials for promotion and tourist information: printings - printing of brochures, leaflets, posters, banners, billboards, catalogues, guides, albums; materials for promotion and information through audio-visual media - movies bid to promote tourism general areas and tourist products, DVDs and audio spots, video, photos, posters.
-participation in domestic and international events (fairs and exhibitions); specific activities of public relations; organization visits documentaries for media representatives, agents, tour-operators and other creators of opinion from abroad; organizing events to promote Romanian tourism offer; organizing promotional activities itinerante (road-shows) abroad.
-advertising campaigns: advertising media - newspapers, radio, TV; advertising the exhibition - catalogues, indoor and outdoor billboards, banners, screens; mailing; outdoor advertising - outdoor billboards, promoting the video screens, means of promotion shipping.
-purchase, construction and / or renting buildings, rehabilitation of existing buildings and works assimilate, if they are directly related to the objective of the project.
-IT equipment and means for multimedia products.
-All these constitute important steps in the path of modernization marketing actions at all levels and in all instiutional sectors of the economy and society.
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POSSIBILITIES AND LIMITATIONS OF THE EVALUATION OF
 INTANGIBLE ASSETS
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Abstract :The current accounting treatment of intangible assets is far from being generally accepted and defined in the knowledge-based economy. The recognition and evaluation of internally generated trademarks is an unsolved aspect of accounting regulations in the context of a transnationalization phenomenon. On the other hand, residual goodwill cannot reflect the intellectual capital and the company's knowledge which help optimize and create durable value. To prevent an alteration of the comparability of companies’ financial statements, it is recommended that financial analysts take into account the economic goodwill based on entity economic performance and not the accounting goodwill which follows accounting regulations. Wealth and power in the 21st century XXI will mainly result the intangible or intellectual assets, from the knowledge capital. Knowledge tends to become the main feature of countless activities, even more than the resulted products or services. We are nowadays in the first stages of knowledge revolution the result of which is the knowledge-based economy.Although in the specialized literature both the distinctive notion of intellectual capital as well as that of intangible assets can be found, they both refer to the knowledge, abilities, competences acquired by a company as a whole, the exploitation of which bring profit to the company..
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1. INTRODUCTION

 On the economic level, knowledge becomes the fundamental element of obtaining a high level of productivity and competitiveness for companies, economic branches, national economies and the world economy as a whole. At the level of the company, knowledge can be found in the manpower/labour (human capital), into the customers’ requirements and preferences (client capital), and into its products, processes, capabilities and systems (the structural capital). Consequently, the value of the knowledge assets can significantly exceed the value of the tangible assets.

2. THE VALUATION/MEASUREMENT OF INTANGIBLE ASSETS WITH THE HELP OF THE INDICATORS THAT REFLECT THE WAY THEY CREATE VALUE FOR THE SHAREHOLDERS 
An element of the intellectual capital, the human capital is represented by the sum of the knowledge, ability and qualities of the employees’ of a company, as well as by the culture, values and principles developed within that company. In what the structural capital is concerned, it includes the whole complex of data bases, soft, organization structures, trademarks, patents, as well as other factors and assets supporting the productivity of the employees of the company. For instance, the structural capital is composed of the capital represented by the clients’ portfolio and the organizational capital of the company, the latter being composed of the company’s innovation capital (intellectual property, other intellectual assets) and the capital invested in the production processes. For example, Karl-Erik Sveiby (2003) proposes the development of a system monitoring the   intangible assets of a company with the help of several indicators differing function of the strategy adopted by the company. This system of monitoring intangible assets proposed by Karl-Erik Sveiby was applied by several Swedish companies, one of which is Celemi. The problem of the measurement of the intellectual capital is not solved, however, due to the lack of standardization of most of the indicators especially developed for this purpose. These non-financial (quality) indicators used for the measurement of the performance of the company are usually the result of a company, business segment or economy case study, and they are influenced by the characteristics of the analyzed sample. The development of a sole new system of measuring the performance quality factors for all the companies in a business segment of in an economy implies disposing of standardized information related to these quality factors. In the absence of this information this approach remains purely theoretical.  

Table no. 1 – Intangible Asset Measurement Indicators
	External structure indicators
	Internal structure indicators
	Competence indicators 

	Indicators of growth 
	● Development of the external structure 
	● Investments in IT 

● Investments in internal structure 
	● Competence index
● Number of years in the profession

● Level of education

● Competence turnover 

	Indicators of renewal/innovation 
	● Improving the company’s image through the relationship with the customers/ clients (proportion of incomes )

● Sales to new customers 
	● Organizational structure enhanced through the rela-tionships with the customers (proportion of incomes) 

● Proposal for new products/services 

● New production processes implemented 
	● Competence earned through the relationships with the customers (proportion of incomes ) 

● Training and education costs 

● Competence diversity

	Indicators of efficiency/utilisation 
	● Profit per customer ● Sales per customer

● Win/loss index per customer
	● Proportion of support staff 
	● Proportion of professionals 

● Value added  per employee

● Profit per employee

● Profit per professional 

	Indicators of risk/stability 
	● Customer satisfaction index 

● proportion of big customers 

● Age structure of contracts of the company 

● Devoted customers ratio 

● Frequency of renewed contracts 
	● Value/Attitude index within the organization
● Age of the organization 

● Support staff turnover 

● number of employees with less than two years of seniority (Rookie ratio) 

● Employees’ seniority 
	● Professionals turnover 

● Average wage per employee 

●Seniority 


3. METHODS OF EVALUATING INTANGIBLE ASSETS 

According to IAS 38, intangible assets are identifiable non-monetary assets, without physical substance held for use in the production process or supply of goods or services, for rental to others or for administration purposes.  This feature makes them difficult to identify and especially to evaluate. However, R.F. Reilly and R.P. Schweih have identified, in their paper entitled Valuing Intangible Assets, 107 types of intangible assets. Karl Sveiby proposes, in his paper entitled Methods for Measuring Intangible Assets, grouping the methods of measuring intangible assets found into practice in: direct intellectual capital methods, market capitalization methods, return on asset methods, scorecard methods. 
Direct Intellectual Capital Methods (DIC) imply evaluating the intangible assets of a company by identifying each component. These components are evaluated either individually or as an aggregated coefficient. Market Capitalisation Methods (MCM) evaluate the intangible assets of a company as the difference between the company’s market capitalization and its stockholder’s equity, Return on Assets Methods (ROA) calculate the company’s asset turnover and compare it to the average turnover of the related business segment/industry. The profit earned by a company from holding intangible assets is assessed by multiplying the difference between the two ratios by the value of the company’s assets. The current value of all these future incomes represents the value of the company’s intangible assets. Scorecard Methods (SC) are usually used with the purpose of identifying the performance quality factors and for the calculation of certain indicators used to measure them. These indicators are mostly used for medium and long term company management, not for the assessment of the value of its intangible assets. 

The ROA and  MCM methods are very useful in the evaluations performed on the occasion of  merger and/or acquisitions, respectively for the stock market valuations Their main disadvantage results right from the attempt of quantifying all the performance factors (the quality and quantity ones) in the value of the company, the consequence being that the estimations performed with the help of these methods largely depend on the hypotheses/assumptions related to the opportunity costs and are irrelevant in the case of non-profit organizations or in the case of organizations in the public sector. A distinctive category is represented by those intangible assets the existence of which is legally protected, such as the intellectual property: invention or innovation patents, recipes, industrial designs, utility models, computer software, know-how, brands and trademarks, copyright, franchise and licensing agreements, etc. Their acknowledgement and legal protection represent a competitive advantage for the company that owns them, and the analysis of the value creation for the shareholders of the company is performed from this perspective. These assets are generally the result of the research and development programs conceived by the company. However, not all research and development expenditures made by the company may result in the generation of future benefits. Thus the problem of evaluating the surplus value brought by these expenses to the company is raised.  
The research and development activity generally implies two stages: the stage of generating knowledge, and the stage will take place if the technological progress generated during the first stage will also become applicable by the implementation of this knowledge into the products or services made by the company or into its production processes. The transfer of the knowledge generated within the research process into the products or the production processes of the company is neither simultaneous nor complete. In some cases this transfer cannot take place, and the only way of turning this knowledge obtained by the company to account remains selling it as know-how. For the estimation of the value of the research and development projects that are in the knowledge generation of transfer stage, evaluation methods based on cost are generally used that consist in estimating the total cost necessary for the recreation of the technology   (articles 54 and 55 of IAS 38). All the costs implied by the research performance are taken into account: the wage costs with those who are directly involved into the technology development; running expenditures representing the raw material and component purchase, the services supplied by third parties that are necessary for the technology development; the cost of the prototypes made outside the company that are necessary to recreate the technology, etc. The evaluation of the research projects from the perspective of future profit they might generate for the company is difficult. From the perspective of the management’s decision to invest, the techniques developed for the evaluation of the actual options can be used with the purpose of assessing the value of the research and development projects. 

The research and development projects resulting in intangible assets like: invention patents, computer software know-how, brand and trademarks, copyright, etc. are evaluated by taking into account the surplus value or the cost savings that can be obtained by the company. For example, the invention patents can be evaluated by taking into account the royalty savings obtained by the company that owns these patents. The method of evaluating the intangible assets on the basis of the royalty savings or other cost savings (made in order to attract new clients, to keep the key staff, for advertising, financing, personnel training, etc.) can also be used in the case of trademarks, lists of clients, labour agreements, non-competition agreements, assets like favourable financing conditions, skilled labour, etc. The impact of the size of intangible assets on the market value of the company can be the result of both the recognition these assets in the financial statements of the company and that of the investors’ way of evaluating these assets. An initial indicator created  for the evaluation of  intangible assets owned by companies was proposed by James Tobin and was called the coefficient q, also known in the specialized literature as Tobin’s q. The coefficient q is represented by the ratio of the market value of a firm’s assets to the replacement costs of the firm’s assets minus the total value of the firm’s debts. Taking into account the difficulty of estimating the replacement costs of the firm’s assets in the case of big companies, the coefficient q was gradually replaced, in the analyses and studies performed on the capital, by the ratio of the current share price of the firm to the book value per share (M/B, the Anglo-Saxon expression “market to book ratio”). Consequently, a frequent method of analysing the impact of intangible assets on the market value of a company is represented by the comparison of the market value of the companies with their book value (asset net book value). 
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THE IMPORTANCE OF ORGANIZATIONAL INFLUENCES IN THE PROJECT MANAGERS( PERFORMANCE
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Abstract :  The paper is addressing the challenges of project performance taking into account the organizational influences. In this context, the author has reviewed the literature on the (triple constraint( concept because, theoretically at least, understanding the dimensions in which the project performance is measured suggests its complexity, as well as the difficulty to accomplish projects, successfully. It has been performed an empirical research on Romanian project managers active in IT sector in order to analyze the influence of organizational factors as: organizational structure and project team( size on project managers( performance.Based on the research results, the author brings useful thoughts about how project success depends on getting the correct balance between the needs of both the parent organization and the project. The conclusions stress the importance of defining the interface between the project and the organization in terms of authority that is directly linked to the organization(s structure and project managers’ span of control. 
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1. INTRODUCTION 
A number of change drivers are in place at the turn of the 21st Century that contribute to the increased demand for good project management across all industries and sectors. The compression of the product life cycle becomes a competitive advantage, more and more companies relying on cross - functional project teams to get new products and services to the market as quickly as possible. The global competition enforces companies to reduce costs and to offer cheaper as well as better products and services.  The increased customer focus has also prompted the development of customized products through project work. Also, the historical changes have created a tremendous market for projects in a wide range of areas, such as constructions and telecommunications, especially for Eastern European countries that strive to revitalize their inefficient industries and infrastructures. Therefore, the subject is of increasing interest for many project managers, as project work takes on special importance in Romanian industry.According to the literature, doing business by project work seems to be ideally suited for today(s environment requiring accountability, flexibility, innovation, speed, and continuous improvement (Gray and Larson, 2006). Within this sphere, it is emphasised the increased role of project managers that are expected to marshal resources to complete the projects on time, on budget, and within specifications. A significant way of illustrating the challenging work of project managers is referring to the whole responsibility for project performance. They must ensure that adequate trade-offs are made between the time, cost, and performance requirements of the project. Moreover, they are directly linked to the customer and must manage the interface between customer expectations and what is feasible and reasonable. Overall, the specialists have addressed the problem of project managers’ performance by defining the (triple constraint( concept that is used to help evaluate competing demands (Mulcahy, 2005). The concept includes three significant project constraints such as time, cost, and scope. According to Project Management Body of Knowledge (PMI, 2005), the scope is defined as the sum of the products, services, and results to be provided as a project. Thus, the project scope constraint is the condition of being restricted by the work required to complete the project, successfully. The project cost constraint is the state of being restricted in completing the project by the approved budget. The project time constraint is the sense of being restricted by the accomplishment of the project, timely. As an applicable restriction or limitation, either internal or external to the project, affects the performance of the project, the specialists have developed the (triple constraint( concept. This is way, the expanded definition also includes quality, risk and stakeholder satisfaction (Mulcahy, 2005).Another interesting aspect within the project performance sphere is constituted by the fact that the project does not operate in a vacuum.  The projects are typically part of an organization that is larger than the project. In this light, the maturity of the organization with respect to its culture, structure, and management policies influences the completion of the project. It becomes important, therefore, that project managers look for these organizational influences and manage them for the benefit of the project and the organization.In the area of organizational influences it is noteworthy two key aspects: the structure of performing organization and the project team. These concepts have paid attention to a lot of researchers from organizational behaviour field. For instance, according to Mintzberg (1979), organizational structure may be viewed as the sum of the ways an organization divides its work into distinct task and then coordinates them. Based on this, the researchers have identified a variety of structures such as functional structure, product structure, division structure, customer structure, matrix structure and so on ((Hitt, Black, and Porter, 2005). Within the project management sphere, it seems to be noteworthy three types of structures: functional, matrix, and projectized. The functional structure maintains the normal management channels and the coordination of project work occurs through them. Larson and Gobeli (1987) have viewed the matrix structure as a hybrid form in which a horizontal project management structure is mixed with the normal functional hierarchy. Moreover, the matrix structure plays a key role in optimally utilize resources by having individuals work on multiple projects as well as being capable of performing normal functional duties. The projectized structure implies a full-time project manager that coordinate a core group of specialists who work full time on the project. In this case, project managers have a great deal of independence and authority. Obviously, the project managers’ performance is directly linked to the amount of autonomy and authority they have over the project. As researchers noted, identifying and legitimizing project management authority is often problematic, because projects are multidisciplinary in nature and span across functional areas (Graham and Englund, 1997). Under these circumstances, many studies have indentified the advantages and disadvantages of each type of organizational structure.  Therefore, by adequately designing the structure of performing organization, a number of issues need to be considered with respect to authority, resources allocation, and eventual integration of projects results into mainstream operations. The project team, the other significant aspect of organizational influences, also plays a key role in addressing the issues of project managers’ performance. In today’s rapidly changing and highly competitive environment, a project represents a pluralism of complex activities, requiring the formation of specialized teams. As pointed out by the researchers in the field (Cohen, 1997), working in teams has become standard in the workplace environment because of the teams are effective when tasks are complex and task interdependence is high. These require project managers the ability to form and manage numerous project teams to accomplish the project objectives.An interesting approach in studying the team performance is referring to its size. As specialists highlighted in their studies, using the smallest number of team member in doing the tasks will positively impact the team performance (Baltes, Dickson et al, 2002). Anyway, Shaw (1981) recommended a carefully balancing of all the disadvantages and advantages of team size, because boosting performance may require a more extensive pool of talent, skills, and expertise taking on additional integrated efforts.Other studies on project team performance have proposed adequate influence strategies – networking, coaching, and empowerment -  as a means for project managers to help the project team members to reach their full potential (Purcarea and Fleaca, 2007).Finally, after a documented research in the scientific literature, the author has focused on studying the project managers’ performance considering the certain influences of the performing organization, such as the structure of performing organization and the project team size. 

2. RESEARCH METHODOLOGY

Although by no means exhaustive, the characteristics set for analysis – the structure of performing organization and the project team size - obviously yields clues about the performance of Romanian IT Project Managers. The IT sector has been chosen because of its strong new communication technology influence. Based on this, the aim of the research was to study the correlation between the certain organizational influences and the Romanian IT project managers’ performance. Therefore, it has been developed the following scientific hypotheses:  
The 1st scientific hypothesis 

H1: There is a significant correlation between the structure of the performing organization and the Romanian IT project managers’ performance.

The 2nd scientific hypothesis 

H2: The project team size influences significantly the Romanian IT project managers’ performance. 

The author has set out two types of variables: nominal and attitudinal. The nominally scaled variables were consisted of demographic variables – gender and age; situational variables – project management experience, managerial level, and type of performing organization; and organizational influences variables - the structure of performing organization and the project team( size. The attitudinal scaled variable - the project managers( performance - has been approached by the expanded (triple constraint( concept. Consequently, the items assessed the extent to which IT project managers complete the project on time and within the approved budget. As the American Society for Quality (2000) viewed quality as (the degree to which a set of inherent characteristics fulfil requirements(, the items assessed the extent to which project results satisfy the project customer requirements. Furthermore, the items were measured the satisfaction encountered by the project team members.  Table 1 shows the structure of relevant variables of the research.

Table 1: The map of research variables
	Research  variables
	Conceptual description
	Operational description

	Nominally Scaled Variables
	Demographic variables
	Gender
	Feminine, Masculine

	
	
	Age
	Age levels

	
	Situational variables
	Project Management  experience
	< 1 year ; 2-5 years; 6-10 years; > 10 years

	
	
	Managerial level
	Strategic; Functional; Operational

	
	
	Type of performing organization
	Budgetary; Private capital; Public capital

	
	Organizational influences

Variables
	organization(s structure
	Functional,  Matrix, Projectized 

	
	
	Project team( size 
	Small (1 -5 pers); Medium (6 -15 pers.);

 Large (over 16 pers.)

	Attitude Rating Scaled Variables
	The project managers( performance
	The accomplishment of project within project constraints 
	The completion of project on time 

	
	
	
	The completion of project within the budget

	
	
	
	The satisfaction of  project customer(user

	
	
	
	The satisfaction of

 team members 


3. RESEARCH RESULTS
The research was questionnaire-based. The questionnaire had an adequate pattern, starting with questions to evaluate the IT project managers’ attitude and finishing with questions for respondents’ characteristics. Dichotomy and open questions were used as well. Control questions have been used as respondent filter, too. The questionnaire was distributed to 135 project managers active in Romanian IT sector. Gender structure was rather unbalanced (71.1% men and 28.9% women).  Respondents’ age was mostly of 36 –45 years (42.1%), 31.2% of sample was up to 35 years, and only 26.7% were older than 46 years. The experience in project management work was spread mostly less than one year work experience (26.6%); 33.3% of sample had between 2 to 5 years; 22.2% of respondents had 6-10 years of work experience, and only 17.9 % had more than 10 years experience in same position. The structure of the sample in terms of managerial level was as follows: 28.9% of respondents from strategic level such as Portfolio Manager/ Director of Project Management Office; 48.9% from functional level such as Programme Manager/Project Manager; 22.2% came from operational level – Project Leader/ Project Specialist. The types of performing organization were: 24.44%-budgetary organization, 68.89% -private capital, and 6.67% -public capital organization. From the structure standpoint, 68.89% of IT project managers’ complete projects work within functional organizations, 22.22% in projectized structures, and only 8.89% in matrix organizations. It is also interesting to note that 46.67% of respondents seem to coordinate small project teams, medium project teams (37.77%), and only 15.56% of respondents coordinate large project teams. Moreover, 53.78% of the respondents affirmed that their project team members are highly motivated, 33.29% of the sample has encountered some conflicts, and only 12.93 % of project managers worked with low cohesion project teams. 

At the first glance, the respondents seem to be aware of the best practices in the field, as the specialists stated that the high –performance project team is more likely to develop when there are ten or fewer members per team (Gersick, 1989). As for as the project performance, 63.67% of project managers stated that complete project timely and 61.56% of the sample accomplished projects within the approved budget.  Furthermore, the research results revealed that 52.44% of project customers were highly satisfied, 43.42% of them have encountered a moderate satisfaction, and only 4.13% of project users were unsatisfied. Therefore, the respondents seem to be aware of the complexity of the project constraints in terms of time, cost, and quality. Probably, they prioritize the constraints throughout the project, properly plan the project, evaluate the impact of changes and prove successful project completion. They also probably realize that a change to one component of the project constraints should be evaluated for an effect on the other components. Finally, the nonparametric test ((2) was calculated for testing statistical hypotheses. For both scientific hypotheses, the null hypothesis has been rejected, meaning that the structure of performing organization and the project team size significantly influence the Romanian IT project managers’ performance. Overall, the results of data analysis suggest that project managers have to carefully balance the needs of both the project and the performing organization in order to create a framework for launching and implementing project activities in organization.

4. CONCLUSIONS

Deciphering the project managers’ mind-set through a constant effort of research is a requirement of professional responsibility because this yields clues for the benefit of the community. Even thought, this study has several shortcomings such as sample selection, number of respondents, and industry, it provides a starting point for investigating the practices of project management within Romanian business community. In this way, the project managers could be aware of organizational influences in choosing the appropriate project management structure so that they successfully manage the competing project constraints such as scope, time, and cost.
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EDUCATION AS KEY ELEMENT FOR SUSTAINABLE DEVELOPMENT
Monica FUFEZAN

Moda S.A., Arad, Romania

Abstract: Since the beginning of time, the humans had a close bond with the nature and the surrounding environment. Nature offered us the resources needed to survive. Meanwhile, the humans realized that the natural resources are limited and that they need to adopt their needs to the existing resources for a long survival. One of the key elements for a sustainable development of our world is education. Only by a good education, can we prepare our humanity and all the fields in which they are involved, as for instance  environment management, business to contribute to the sustainable development of our planet. The purpose of this article is to determine the origin of the two concepts and the relation between them. It shows the importance of young generations being educated in the spirit of sustainable development. 

Key words: sustainable development, education for sustainable development, young generation, responsibilities, environment.
1. INTRODUCTION

Nowadays, more and more people speak about and act on behalf of sustainable development. But do they really know what does it mean and what it’s all about? There are more and more institutions and comities attached to the international organizations that handle sustainable development. But let’s see how and when this notion was first introduced. Since the beginning of time, the humans had a close bond with the nature and the surrounding environment. Nature offered us the resources needed to survive. Meanwhile, the humans realized that the natural resources are limited and that they need to adopt their needs to the existing resources for a long survival. One of the first documents in which attention is drawn upon this is “Sylvicultura Oeconomica”, written by the German noble Hannss Carl von Carlowitz in 1713. Another document that today we would say it’s about sustainable development is “Essays on the Principle of Population” by economist Thomas R. Malthus, published in 1789, and in which the author warned about the danger of losing the ecological equilibrium. The first notions of sustainable development as we know it today appeared in the 60s of the 20th century. In 1962, Rachel Carsons’ “Silent Spring” was published. The author, a biologist, warned about the dangers an industrialized country has upon nature. She also pointed out the extinction of many animal species. She had an impact upon the development of ecological movements, the most important being “Greenpeace” and “Robin Wood”.
2. THE IMPORTANCE OF SUSTAINABLE DEVELOPMENT

The problem of sustainable development was also debated in the documents of “The Club of Rome”. In the document “Limits of growing” by Dennis Meadows and collaborators, published in 1972, it was discussed that the endless economical growth would have catastrophic consequences upon the future of humankind, suggesting the need of an immediate action. The authors believed that in the world system there are 5 factors, 2 of which represent positives things: the increasing population and industrial production, and 3 represent negative things: pollution, the depletion of natural resources and hunger. Through an adequate correlation of these 5 factors, an economic and ecologic stability can be reached in the long run. The politicians also did not avoid the connection between economy and ecology. An example in this way is Willy Brundt’s electoral motto in 1961 was “Blauer Himmel uber der Ruhr” (Blue sky over the Ruhr). Worldwide, the first important manifestation in this area was the United Nation Conference regarding the environment, which was in Stockholm in 1972 and where the “United Nations Environmental Program” (UNEP) was published. In 1979 there was a common meeting between UNEP and UNCTAD (United Nations Conference on Trade and Development) in Cocoyok, Mexico, where different aspects regarding the durability of the program were discussed, especially specific problems regarding the 3rd World.

The definition of sustainable development as we know it today was formulated at the World Commission on Environment and Development, in 1987, at which there were 22 participants. In the final report of this conference, named “Our Common Future”, the notion of sustainable development was formulated. Gro Harlem Brundtland, the prime minister of Norway, gave the following definition:  “Development that meets the needs of the present without compromising the ability of future generations to meet their own needs”. At this manifestation there were adopted 8 “General Principles, Rights and Responsibilities” and 9 “Principles, Rights and Obligations Concerning Transboundary Natural Resources and Environmental Interferences”. Their efforts were incarnated 5 years later, in 1992, when a historical conference of the United Nations took place, in Rio de Janeiro, with a very large number of participants (178) and important problems were approached. At this conference called “Summit of the Earth” very important problems were approached. It was this conference which introduced the concepts regarding sustainable development to the political agenda of the United Nations. The documents from the conference were united in what became known as Agenda 21. The preamble of this document says that: “Humanity stands at a defining moment in history. We are confronted with a perpetuation of disparities between and within nations, a worsening of poverty, hunger, ill health and illiteracy, and the continuing deterioration of the ecosystems on which we depend for our well-being. However, integration of environment and development concerns and greater attention to them will lead to the fulfillment of basic needs, improved living standards for all, better protected and managed ecosystems and a safer, more prosperous future. No nation can achieve this on its own; but together we can – in a global partnership for sustainable development” (Agenda 21, 2001). The debate themes where grouped in the following sections: Social and Economic Dimensions, Conservation and Management of Resources for Development, Strengthening the Role of Major Groups, Means of Implementation. 
The first section about social and economic dimensions contained the following aspects: international cooperation to accelerate sustainable development in developing countries and related domestic policies; combating poverty; changing consumption patterns; demographic dynamics and sustainability; protecting and promoting human health conditions; promoting sustainable human settlement development; integrating environment and development in decision-making. The second section, about Conservation and Management of Resources for Development, included the following aspects: protection of the atmosphere; integrated approach to the planning and management of land resources; combating deforestation; managing fragile ecosystems: combating desertification and drought; managing fragile ecosystems: sustainable mountain development; promoting sustainable agriculture and rural development; conservation of biological diversity; environmentally sound management of biotechnology; protection of the oceans, all kinds of seas, including enclosed and semi enclosed seas, and coastal areas and the protection, rational use and development of their living resources; protection of the quality and supply of freshwater resources: application of integrated approaches to the development, management and use of water resources; environmentally sound management of toxic chemicals, including prevention of illegal international traffic in toxic and dangerous products; environmentally sound management of hazardous wastes, in hazardous wastes; environmentally sound management of solid wastes and sewage-related issues; safe and environmentally sound management of radioactive wastes. Strengthening the Role of Major Groups was the third section of the debate and contained the following sections: global action for women towards sustainable and equitable development; children and youth in sustainable development; recognizing and strengthening the role of indigenous people and their communities; strengthening the role of NGO’s: partners for sustainable development; local authorities’ initiatives in support of Agenda 21; strengthening the role of workers and their trade unions; strengthening the role of business and industry; scientific and technological community; strengthening the role of farmers. The fourth section about Means of Implementation, contained the following aspects: financial resources and mechanisms; transfer of environmentally sound technology, cooperation and capacity building; science for sustainable development; promoting education, public awareness and training; national mechanisms and international cooperation for capacity building in developing countries; international institutional arrangements; international legal instruments and mechanisms; information for decision-making.

Ten years after Rio, the “World Summit on Sustainable Development” took place in Johannesburg. Here were 21340 participants from 191 governments and NGOs, science institutes and private economy. The main themes debated in Johannesburg where grouped in: poverty eradication; changing unsustainable patterns of consumption and production; protecting and managing the natural resource base of economic and social development; sustainable development in a globalizing world; health and sustainable development; sustainable development of small island states (SIDS); sustainable development for africa; other regional initiatives; means of implementation; institutional framework for sustainable development

3. EDUCATION AS BASIS FOR FUTURE DEVELOPMENTS

Nowadays, when we hear more and more about sustainable development, we can say that it is not only something nice to have, but it is the only chance for humanity to survive. That is why it’s very important how we educate the future generations. This is why “environmental education” was replaced by “education for sustainable development”. Environmental education occurs in schools and it is the personal commitment of teachers, more than a result of a curriculum mandate or a governmental strategy. It is very important that “the green way of thinking” should be introduced in classes, in order to educate the young generation. In the west European countries sustainable development in general and everybody’s responsibility regarding this issue are considered very important. There have been made numerous studies regarding this theme among young people. During the data interpretation, the answers of the young people who have been interviewed were assigned to one of the four categories which were labeled according to the elements or the objectives associated with ESD. So young people see the ESD, in its sense as being about:

1. Having tools to make decisions

2. Finding your true-self

3. Assuming your responsibility 

4. Acquiring knowledge about what works

Those differences in interpreting the same subject arise from the way that notions like values, duty, well-being, choice, contributions, rights, role were related to the notion of responsibility. An interpretation of these differences can help to develop an explorative frame work.In this frame-work, the X axis describes the nature of the decision making process and the Y axis describes the priority, whether it is an individual or social priority. Each of the 4 quadrants represents a position taken or a way of thinking. Nature and human culture as a unified whole for sustainable development needs to be worked out through reflective social learning. Sustainable development needs to be Enacted through instrumental learning.
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Fig. 1. Framework for the improvement of models for education as key element for sustainable development
This frame-work can help to improve contemporary models and expectations of Education for a Sustainable Development. It’s very important that such studies should also be made in schools and universities from Romania. Young people must be conscious that they have a great social and ecological responsibility towards the world they live in.
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STATISTICAL ANALYSIS OF THE DYNAMICS AND DISPARITIES OF E-COMMERCE IN EU COUNTRIES
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Abstract: In the paper we propose a statistical analysis of the dynamics of e-commerce in the EU countries. The evolution of e-commerce's time has known moments of growth, followed by moments of stagnation and even reduction. There are analyzed the factors invoked by the individuals who don’t like this type of trade. The size and the dynamic of electronic commerce will be analyzed correlated with the indicators that describe the information society (the Internet access of the households, the share of information technology spending in the gross domestic product), and indicators of economic and social development of the country (GDP / capita, the rate of total unemployment). In the last part of the paper are measured disparities between EU countries regarding the development of e-commerce. The method used is the principal components analysis.

Key words: chronogram, e-commerce, principal component analysis, socio-economic disparities, trend of evolution

1. INTRODUCTION

The e-commerce is the most important segment of the e-business. Like any new activity, the level of e-commerce development is the result of individual’s  behavior and the level of country development. It is desirable that, soon, e-commerce should make a contribution to the economic country development. In this context, we analyze trends of these activities development in EU countries and the average trends at EU level (15), EU (27). To identify means of e-commerce developing – it is studying the reasons invoked by individuals in the reserves they have against this type of trade, relatively new. It also aims to place the business e-commerce in general economic framework of the country, by reporting it to some economic variables that describe the state of the nation. The methods used are chronogram linear, boxplot diagram (Jaba, 2002) and principal component analysis (Stevens, 2002). The analysis is made on a number of 17 variables, which is pursuing the following issues: i) the practice of e-commerce by individuals (Percentage of individuals, 16 to 24 /  25 to 34/ 35 to 44 / 45 to 54 / 55 to 64 years old, who ordered goods or services, over the Internet, for private use (I_16_24; I_25_34; I_35_44; I_45_54; I_55_64), Share of internet sales (internet_sales_share)); ii) ) the practice of e-commerce by enterprises (Purchases are at least 1% of orders (at least 1%) (F_sales_1perc), Percentage of enterprises for whom Internet sales were at least 10% of orders (F_sales_10perc), Percentage of enterprises for whom Internet purchases are at least 1% of orders (F_purch_1perc), Percentage of enterprises for whom Internet purchases are at least 10% of orders (F_purch_10perc)); iii) Problems encountered by individuals when buying/ordering over the Internet (Speed of delivery longer than indicated (delivery_problem)); iv) Perceived barriers to buying/ordering over the Internet (Percentage of individuals who prefer to shop in person, they like to see product, loyalty to shops or force of habit (barrier_loyality), Percentage of individuals who are worried about giving credit card details over the Internet (barrier_security)); v) Access to networks (Level of Internet access (%) of households (internet_access); Information technology expenditure as a percentage of GDP (inf_techn_inGDP)); vi) Economy (GDP per capita (GDP_capita); Unemployment rate (unemploym_rate)). The data is recorded for the period 2004-2007. The data is taken from the site Eurostat (http://epp.eurostat.ec. ).
2. STATISTICAL ANALYSIS OF THE DYNAMICS OF E-COMMERCE IN EU COUNTRIES 

The E-commerce dynamics characterization is made through the chronogram  analysis for two meaningful indicators for this activity: percentage of individuals who ordered goods or services, over the Internet (Figure 1) and percentage of enterprises for whom the Internet purchases are at least 1 % of orders (Figure 2). It is noted that there are countries for which there are differences in the of individuals and companies dynamics who buy on the Internet. For example, in Luxembourg, the share of individuals engaged in e-commerce-is much higher then the companies share.
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Figure 1 The individuals share dynamics who ordered goods or services, over the Internet
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Figure 2 The enterises share dynamics for whom Internet purchases are at least 1% of orders


Although in the analysis period, the general trend is increasing, the EU member states have different forms of evolution of the phenomenon: United Kingdom has a positive trend over the period, but with different rates of growth; in Luxembourg both at the level of individuals and at the enterprises level, was a significant reduction in 2004, followed by a recovery in the period 2005-2006.; it is  surprising that in Italy the e-commerce is poorly developed, being below the EU average and comparable to Hungary. In Romania, the e-commerce is far below the average level of EU development. It is found that enterprises buy more over the Internet than the individuals. The reasons for the individuals reserves on the e-commerce are comparatively analysed for the years 2004 and 2005. We try to find out if  the changes in the individuals can explain the changes in the e-commerce dynamic. An important question is the fidelity of individuals for shops. Surprisingly, we can see in the boxplot diagram the increase of the average weight of individuals loyalty towards the shops, from 20.30% in the year 2004, to 22.13% in 2005 (Figure 3).
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Figure 3 The EU countries distribution based on the share of individuals who do not practice e-commerce in your loyalty over the shops

The average share of individuals who do not have the necessary knowledge for e-commerce practicing is quite small: 3.29% in 2004, increasing to 3.95% in 2005. Regarding the individuals mistrust on of personal data security supplied on the Internet, it was an improvement by reducing the average weight of 9% in the year 2004, to 7.91% in 2005. It retains the assumption that improving the attitudes of individuals on the security of personal data supplied on the Internet claimed the e-commerce's increase and the other two reserve of individuals, had a negative effect. A deep analysis of the link between the attitudes of individuals and size of e-commerce is made through the principal component analysis.

3. THE ASSESSMENT OF THE DISPARITIES OF E-COMMERCE IN EU COUNTRIES USING PRINCIPAL COMPONENTS ANALYSIS (PCA)
3.1. VARIABLES AND METHOD
We use 17 variables from Eurostat data base. Data values are registered at country level, the reference year being 2006. Statistical data processing is done with SPSS software. In the context of this study we use principal components analysis in order to explore the original data set and to characterize the disparities of e-commerce in EU countries. Principal components analysis is justified by data set dimension (17 characteristics for 27 countries), all the 17 variables being quantitative continuous. Using PCA the dimensionality of data is reduced by creating principal components from the original variables (Schott, 2006). These principal components are then used to discover and describe the dependencies among variables and to study the relationships that might exist among cases (Richarme, 2001; Timm, 2002).

3.2. RESULTS
Factorial solution indicates variables’ grouping in 4 principal components which have an explicative power of 82.701% of the total variance. As the variance accounted for by the first two factorial axis is 68.683% of the total variance, we will analyze below the disparities of e-commerce in EU countries according to the positions of variables and of cases in the factorial plane determined by this first two components. Graphical representation of the variables’ positions on the first two factorial axis (figure 4), highlights principal components: individuals’ and firms’ behavior towards e-commerce (first axis) and factors that affect sales over Internet (second axis).
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Source: Output obtained in SPSS with PCA

Figure 4 Variables’ positions on the first two factorial axis

One can notice that the first axis opposes, on the one hand, variables that describe Internet purchases by individuals, enterprises selling or purchasing via networks, population access to networks, and economical result, and on the other hand, a variable that express the situation on labor market. Good economical results support e-commerce, while a high level of unemployment affects it. Population access to Internet and investments in information technology are important condition for e-commerce to exist. The second axis shows the opposition between Internet sales share and the perceived barriers to buying/ordering via the Internet or the delivery problems encountered by individuals when buying/ordering over the Internet, meaning that delivery problems and peoples’ fears regarding buying or ordering over Internet are responsible for decreasing Internet sales share. Factorial map shows that affiliation to an age group doesn’t make differences among attitude of individuals who use Internet to order goods or services for private use. Overlapping of graphical representation of countries on the factorial map (figure 5) and variables map obtained with ACP (Figure 4) permits us to identify some characteristics of e-commerce in EU countries.
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Source: Output obtained in SPSS

Figure 5 Countries’ positions on the first two factorial axis
Thus, it can be noticed that countries that were integrated in the latest two waves lay on the left side of the plane, being characterized through low access to Internet, reduced investments in information technology and small percentages of individuals or enterprises which participate to e-commerce. Italy and Greece have similar characteristics to these to groups of countries, while Malta makes an exception as the profile of its e-commerce is closed to that of the most developed EU states. The most heterogeneous group is that of the countries that formed EU15 together with the first group (EU10). It can be seen that Spain’s and Portugal’s e-commerce is not very developed, the two countries finding themselves in the quarter of the factorial plane which express the lowest interest in buying/ordering/selling via Internet or other networks. Analysis of countries’ positions on factorial map allows us to find out the countries where the e-commerce has the greatest extent or those that presents the lesser developed e-commerce according to each factorial axis, using the rule of the 3σ. (Jaba, 2007). The axis of peoples’ and enterprises’ behavior towards e-commerce identifies UK, Netherlands, Germany, Denmark and Sweden as having the highest  percentages of individuals who use Internet to order goods and services for private use associated with the most significant access to Internet, investments in information technology and economical results. These countries are very closely followed, near the limit of 
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 interval, by Luxembourg and Ireland. The lowest use of Internet for buying/selling goods or services is met in the latest integrated countries, Bulgaria and Romania, in correlation with lower economical results.

4. CONCLUSIONS

The results obtained by analyzing the phenomena’ dynamics and by principal component analysis have shown direct links between e-commerce and the variables that describe the level of economic development, on the one hand, indirect links between e-commerce and variables of the individuals’ reserves on, on the other. Also, differences have been established between the level of e-commerce development for the group's member countries of the EU (15) and the group of new EU countries members(27). Most of the disparities on e-commerce are explained by the level of economic and social development of the country. This hypothesis it is not true in either in the case of Italy and Greece, members of the EU (15), nor in the case of Malta, member of the EU (27). In the actual context of overall economic growth, we expect positive trends of e-commerce to maintain in the future, too. In addition to economic factors, we must consider the other factors such as the psychological and education type, which is reflected in the behavior of individuals.

5. REFERENCES

Jaba, E. (2002) Statistica, the 3-rd edition, Economic Publishing, Bucharest

Jaba, E. (2007) Regula „3 sigma” pentru identificarea disparităţilor interregionale. In Jaba, E. (Ed.) Evaluarea statistică a dezvoltării economico-sociale, Junimea Publishing, Iasi

Richarme, M. (2001) Eleven Multivariate Analysis Techniques: Key Tools In Your Marketing Research Survival Kit. Retrieved July 2007 from: http://www.decisionanalyst.com.

Schott, J.R. (2006) A high-dimensional test for the equality of the smallest eigenvalues of a covariance matrix, Journal of Multivariate Analysis, New York, 97(4): 827.

Stevens, J.P. (2002). Applied multivariate statistics for the social sciences, fourth edition, Lawrence Erlbaum Associates

Timm, N. (2002). Applied Multivariate Analysis, Springer Text in Statistics

OUTSOURCING: CALLING INTO QUESTION ITS EFFICACY IN TODAY’S ECONOMY
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Abstract: Aim of the paper is to provide the audience with the essential features to understand Outsourcing. Outsourcing originated and became popular as a cost-saving strategy during a recessionary economy starting from the end of ‘80s; in the last years of fast economic growth the volume of outsourcing deals increased and nowadays we are again in a very difficult market situation. Key elements of the dissertation are the reasons why the benefits of this complex process often fail to materialize. The point of view is that Outsourcing will remain a useful solution in today’s economy, however within a conservative context with few predominant models.
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1. INTRODUCTION TO OUTSOURCING

Outsourcing became part of the business lexicon starting from the end of the 1980s: the trend lasts from about 20 years. Outsourcing is subcontracting a process to a third-party company.

Overview: Outsourcing involves the transfer of the management and day-to-day execution of an entire business function to an external service provider. The client organization and the supplier enter into a contractual agreement that defines the transferred services. Under the agreement the supplier acquires the means of production in the form of a transfer of people, assets and other resources from the client. The client agrees to procure the services from the supplier for the term of the contract. Business segments typically outsourced include information technology, human resources, facilities, real estate management and accounting. Many companies also outsource customer support functions like call center, telemarketing, customer service and market research.

Process of Outsourcing: The decision to outsource is taken at a strategic level and normally requires board approval. Outsourcing is in fact  the divestiture of a business function involving the transfer of people and the sale of assets to the supplier. The process begins with the client identifying what is to be outsourced and building a business case to justify the decision. Only once a high level business case has been established for the scope of services, a search begins to choose an outsourcing partner.
Reasons for Outsourcing: Organizations that outsource are seeking to realize the following benefits: 
· Cost savings. The lowering of the overall cost of the service to the business. This will involve reducing the scope, defining quality levels, re-pricing, re-negotiation, cost re-structuring. Access to lower cost economies through offshoring called "labor arbitrage" generated by the wage gap between industrialized and developing nations.

· Cost restructuring. Operating leverage is a measure that compares fixed costs to variable costs. Outsourcing changes the balance of this ratio by offering a move from fixed to variable cost and also by making variable costs more predictable. 

· Improve quality. Achieve a step change in quality through contracting out the service with a new service level agreement. 

· Knowledge. Access to intellectual property and wider experience and knowledge. 

· Contract. Services are provided under a legally binding contract with financial penalties and legal redress. This is not the case with internal services. 

· Operational expertise. Access to operational best practice that would be too difficult or time consuming to develop in-house. 

· Staffing issues. Access to a larger talent pool and a sustainable source of skills. 

· Capacity management. An improved method of capacity management of services and technology where the risk in providing the excess capacity is taken by the supplier. 

· Catalyst for change. An organization can use an outsourcing agreement as a catalyst for major step change that can not be achieved alone. The outsourcer becomes a change agent in the process. 

· Reduce time to market. The acceleration of the development or production of a product through the additional capability brought by the supplier. 

· Commodification. The trend of standardizing business processes, IT Services and application services enabling businesses to intelligently buy at the right price. Allows a wide range of businesses access to services previously available only to large corporations. 

· Risk management. An approach to risk management for some types of risks is to partner with an outsourcer who is better able to provide the mitigation. 

At a macroeconomic level Outsourcing is an important process that stimulate the birth of providers of specialized services where they can reach significant scale economies thanks to a more in-depth expertise (sono named “economies of expertise”).

Criticisms of Outsourcing: The Outsourcing process is often criticized on the following standpoints:
· Failure to realize business value and quality of service. The main business criticism of Outsourcing is that it fails to realize the business value that the outsourcer promised the client. Quality of service is measured through a service level agreement (SLA) in the Outsourcing contract. In poorly defined contracts there is no measure of quality or SLA defined. Even when an SLA exists it may not be to the same level as previously enjoyed. 

· Staff turnover. The staff turnover of employee who originally transferred to the outsourcer is a concern for many companies. Turnover is higher under an outsourcer and key company skills may be lost with retention outside of the control of the company. 

· Economic productivity. Offshore Outsourcing for the purpose of saving cost can often have a negative influence on the real productivity of a company. Rather than investing in technology to improve productivity, companies gain non-real productivity by hiring fewer people locally and Outsourcing work to less productive facilities offshore that appear to be more productive simply because the workers are paid less. 

· Social responsibility.  Outsourcing sends jobs to the lower-income areas where work is being outsourced to, which provides jobs in these areas and has a net equalizing effect on the overall distribution of wealth. Some argue that the Outsourcing of jobs exploits the lower paid workers. A contrary view is that more people are employed and benefit from paid work.

· Workers insecurity. From the standpoint of labor within countries on the negative end of Outsourcing this may represent a new threat, contributing to rampant worker insecurity and reflective of the general process of globalization.  

Public opinion and political debate: There is a strong public opinion regarding Outsourcing (especially when combined with offshoring) that outsourcing damages a local labor market. Outsourcing is the transfer of the delivery of services which affects both jobs and individuals. It is difficult to dispute that Outsourcing has a detrimental effect on individuals who face job disruption and employment insecurity; however, its supporters believe that Outsourcing should bring down prices, providing greater economic benefit to all. Outsourcing became a popular political issue in the United States during the 2004 U.S. presidential election. The political debate centered on Outsourcing's consequences for the domestic U.S. workforce. Democratic U.S. presidential candidate John Kerry criticized U.S. firms that outsource jobs abroad during his 2004 campaign. Criticism of Outsourcing from the perspective of U.S. citizens revolves around the costs associated with transferring control of the labor process to an external entity in another country. A Zogby International poll conducted in August 2004 found that 71% of American voters believed that “outsourcing jobs overseas” hurt the economy while another 62% believed that the U.S. government should impose some legislative action against companies that transfer domestic jobs overseas. Sarbanes-Oxley has also been cited as a factor for corporate flight from U.S. jurisdiction.
2. THE DELOITTE CONSULTING’S STUDY ON OUTSOURCING

While Outsourcing has become a dominant trend in the last twenty years, emerging evidence indicates that results have been mixed and there are few ind-depth studies that can help senior executives recognize the inherent complexities and common pitfalls of Outsourcing. Deloitte Consulting (“DC”) conduct every three/four years a study to help fill this gap and provide a fresh point of view on Outsourcing; the first study appeared in 2005 but it has been prepared at the end of 2004 just in the same period of the strong political debate during the US presidential election, the second in 2008. DC’s approach consists of an in-depth stydy of current outsourcing strategies. The study encompasses participants representing 25 world-class organizations in Manufacturing, Transportation, Consumer Business, Energy, Financial Services, Technology/Media/Telecommunications, Health Care and Public Sector. Nearly half of the participants are part of the Fortune 500. One-fourth are privately held or public sector entities. The majority is headquartered in the United States. Approximately three-fourths of the participating organizations are listed companies. These organizations represent a combined market capitalization of nearly 1 trillion USD, employing more than 1 million workers. They spend a combined 50 billion USD on their large outsourcing contracts, representing the 5% of the combined annual turnover and about the 15% of the combined annual operating expenses.

3. THE 2005 DC STUDY ON OUTSOURCING

The purpose of the study: The world ‘s largest companies have engaged in Outsourcing for a variety of reasons, primarily to reduce costs and to expand flexibility. However, contrary to optimistic portrayal of Outsourcing from vendors and the marketplace, Outsourcing is an extraordinary complex process and the anticipated benefits often fail to materialize. Organizations have begun to recognize the real costs and inherent risks of Outsourcing. Instead of simplifying operations, Outsourcing often introduces complexity, increased costs, and friction into the value chain, requiring more senior management attention and deeper management skills than anticipated. In addition, Outsourcing has allowed organizations to transfer financial and operational risk to vendors but organizations discovered that their contracts do not fully protect them against customer damage and business losses caused by service disruption. Many have responded by bringing operations back in-house and by exploring alternatives to traditional outsourcing, such as the Transform-Operate-Transfer model. The Outsourcing of services requires a complex series of trade-offs: cost savings versus growth, speed versus quality of service delivery, maintaining organizational cohesion versus knowledge and innovation. Organizations and vendors have inherently conflicting objectives, putting the former’objectives at risk. In the first study, made from October to December 2004, DC tried to understand the phenomenon.
Market situation: In the real world, Outsourcing frequently failed to deliver its promise:
	EACH ORGANIZATION NAMED AT LEAST ONE OF THE ITEMS BELOW AS A MAJOR DRIVER OF THE OUTSOURCING DECISION
	HOWEVER, IN MANY CASES, THE ORGANIZATIONS’ OUTSOURCING EXPERIENCES HAVE NOT FULFILLED THEIR EXPECTATIONS

	Cost savings  (70%)
	But 38% of these participants have paid additional/hidden costs for services they believed were included in their contracts

	Best practices/Quality/Innovation (57%)
	But 31% of these participants stated vendors became complacent once contracts are in place

	Flexibility/Capacity/Scalability (35%)
	But commentary revealed that outsourcing addes a level of rigidity because contracts are binding and vendors may choose not to accommodate last-minute changes or requests

	Focus on core competency (35%)
	But 1 in 4 of these participants had mislabeled functions as non-strategic and brought the areas back in-house

	Access to high talent labour (22%)
	But 1 in 5 of these participants experienced greater than expected vendor employee turnover and realized the knowledge base they had paid for was fleeting

	Transfer financial/operational risk (22%)
	But commentary revealed that vendors are unable to fully absorb the costs of business losses, leaving the organizations responsible for paying the bill

	Lack of in-house capability (16%)
	But 44% of these companies found that the vendors did not have the capabilities to provide the expected level of quality and cost savings, resulting in the organizations’ decision to bring operations back in-house


Structural risks: Outsourcing generates fundamental risks and concerns, more than half of which are structural and cannot be mitigated:
	COMPANIES ARE EXPOSED TO FUNDAMENTAL OUTSOURCING RISKS

	Vendor underperformance
	35%

	Loss of control
	35%

	Cost related (other than hidden costs)
	30%

	Knowledge loss
	30%

	Intellectual property loss/Confidentiality
	26%

	Hidden costs
	22%

	Governance
	22%

	Internal employees issues
	22%

	Vendor employees turnover/training
	22%

	Loss of flexibility
	17%

	Loss of bargaining power
	17%


	……AND ARE FACING GO/NO-GO CHALLENGES AS NEW RISKS EMERGE

	· 45% stated that an organization should not outsource processes that it does not fully understand. Two companies emphasized that outsourcing without fully understanding the organization’s processes and cost structure is extremely risky, because the organization  will not know what to demand from vendors and how much to pay

· 1 in 4 companies brought back functions after realizing that they can do it better and/or at lower cost in-house

· 10% of participants expressed concern about limited transparency and an increased lack of control due to vendors’ subcontracting

· Global companies often are unable to find global vendors to provide standardized services across the differente regions, driving them to employ multiple vendor relationship or scale back outsourcing objectives

· 17% of participants mentioned the US Sarbanes-Oxley requirements as an added layer of complexity to the already difficult governance of outsourcing deals, creating a new unexplored frontier


Costs: Outsourcing is dominantly driven by cost-related objectives and the perception that organizations benefit from vendors’ economies of scale. However, evidence of tailored deals and in-house economies of scale at large organizations tells that the vendors’ scale advantages may be illusory.
	REAL-WORLD EXPERIENCES SUGGEST THAT

THE POTENTIAL FOR COST SAVINGS HAS BEEN OVERSTATED

	Organizations are becoming aware of cost-related risks
	· 52% of the organizations ranked cost-related issues as the main risks of outsourcing

· 42% of the cost-related risks correspond to hidden costs and/or transparency

	…..and are experiencing hidden costs
	· 50% of the participants identified hidden costs as the most common problem when managing outsourcing deals

· 44% of the participants did not see cost savings materializing

· 50% of the participants, who have limited or no transparency, have paid additional costs in their relationships

· 57% of the participants have paid additional costs for services they thought were included in the contract

	After accounting for the vendors’ raw cost, contract administration, profit margins and in-house management, outsourcing does not always make economic sense
	· 62% of the participants realized that they require more management efforts in comparison to the original estimates

· 57% of the participants could not free up internal resources for other projects, leading to larger than anticipated deal management overhead


Organizational complexity: Participants recognize the need for improvement in decision-making  but attempts to standardize the business case, improve due diligence and increase transparency are too late for the existing contracts. Outsourcing relationships require substantially more recordkeeping attention and hands-on management than anticipated. Vendor complacency, employee turnover, unsatisfactory delivery resources and unbalanced contracts have prompted organizations to increase their demands and vendor management continues to pose challenges.
Conclusions: 70% of the participants have had negative experiences and are outsourcing with increasing caution and in a conservative manner. Outsourcing originated and became popular as a cost-saving strategy during a recessionary environment but the world was changing. Outsourcing, as we knew up to 2004, was losing luster.

4. THE 2008 DC STUDY ON OUTSOURCING

In the second study, made from October to December 2007, DC made a refresh of the previous study to understand the changes in the feeling between organizations and vendors on Outsourcing. Four years after the scenario is changed dramatically; a surprisingly large percentage of participants (83%)  reached their operational and financial objectives using Outsourcing. What happened? In today’s economy and labor market, no more recessionary but fast growing at least  up to 2007, organizations:

· Avoided outsourcing when based solely on cost savings and looked for differentiated growth solutions

· Adopted a conservative approach in assessing their outsourcing opportunities

· Prepared a more extensive TCO (Total Cost of Ownership) analysis to identify all the additional costs that were encountered before contracts were signed, thereby reducing post-transition conflict with the vendors

· Identified formal Service Levels prior to outsourcing

· Shared with the vendors formal agreements including flexible contract terms and different pricing models during the time of Outsourcing

· Implemented the reporting between the parties

In other word, organizations learnt the lesson from the past four years!!!

5. GENERAL CONCLUSIONS

In todays’ economy organizations are under significant competitive pressure to offer increased services with fewer resources. As a result, organizations are seeking innovative ways to reduce costs and streamline service delivery mechanism to respond to a growing and more sophisticated client population. Outsourcing remains a useful solution as its primary drivers are cost and service level. After 20 years organizations learnt how to manage this important process, however within a conservative context where the following five models are predominant:

	CENTRALIZE- STANDARDIZE- OUTSOURCE
	· Initially, organizational processes that have been targeted for Outsourcing are centralized, allowing the company to achieve efficiencies internally

· Newly-achieved efficiences allow visibility into potential outsourcing business cases

· Increased management insight into the functions enables clear definition of operational and cost demands from vendors

· These companies will engage in typically lower levels of Outsourcing and will keep most cost savings in-house rather than sharing them with vendors 

	TRANSFORM-

OPERATE-

TRANSFER
	· Organizations employ vendors to transform a function and to run it for a short-term period

· Trasformations are often more easily achieved externally than internally; thus, the benefit outweigh short-term outsourcing costs

· This model is relevant especially for companies in volatile/fast-moving industries, where changes and adjustments are required

	COMMODITIES

OUTSOURCING
	· Companies will pursue outsourcing only of non-core, non-strategic and non-differentiating functions (e.g., Web-hosting and mailroom services)

· Companies will pursue outsourcing these types of functions to vendors that specialize in these areas. The vendors’ “economies of expertise” suggest the vendor will better manage and run these functions

	RISK TRANSFER

(“INSURANCE”)
	· Outsourcing functions, such as disaster recovery, enables organizations to spread the operational and financial risk for functions that they are less able to perform in-house, providing insurance-like protection

	SHIFTING FIXED

COSTS TO

VARIABLE COSTS
	· In human and financial capital intensive areas, such as legal or infrastucture, vendors offer organizations economies of scale and flexibility, allowing the shift from fixed costs to variable costs
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Abstract: The renewing of products and technologies, in accordance with the demands of the firm’s market environment has a positive effect on its economic financial indicators, strengthening its capacity of adaptation to the social-economic dynamics. In the last resort, the degree of success of the new products on the market represents for the firm a revealing indicator on the management quality of its own resources and of the received ones.

The innovative process has two sides, in a very strong correlation: the product innovation and the process innovation. Both sides present three distinct forms: innovation by accumulation (enlargement) where the products or processes acquire new characteristics, mainly, by the extension of the performances registered by the reference framework; the synthetic innovation, respectively, the creative combination of ideas or of the existent technologies; the discontinuous innovation that triggers the development or implementation of new ideas or technologies, signifying a step forward.  

Key words: information, market research, marketing strategy
In the innovational process, the priority problem between the development of new products or new technologies is treated differently, in report with the activity branch of the firm, with its perspectives and with its creative potential. The following aspects will be taken into consideration: 

- a new technology causes a multiplier effect in report with the one generated by the development of a new product. At the same time, it is easier for the firm to increase the return of the production process by the assimilation of new products than by the renewal of the fabrication technologies. 

- Once with the passing to the market economy system, the manufacturing enterprises need to be more and more concerned with the optimization 

- Taking into account that on the international market the demand of new technologies is of priority and, implicitly, more profitable for exporter than the new products based on them. The motivation of such a situation is related to the effects of the global economic crisis, fact that determined a rethinking of the process of raw material and energy capitalization. 

The introduction to fabrication of a new product supposes a well-defined organizational framework and a clear conception on the stages to be followed. The correct succession of these stages and the strict timing for each of them is a decisive condition for the appropriate launching on the market of the new product, for its commercial success. Generally, launching refers to the long and sinuous that has as a starting point the idea of new product, and as final objective the follow-up of its behaviour in consumption or use. In a limited sense, launching aims the ensemble of decisions related to the moment of introduction of a new product on the market. The idea of new product takes shape in the process of industrial creation. Creativity is appreciated as a result both of imagination and of methods and techniques of systematic research of the new ideas; it requires initiative, imagination, perseverance, methodic spirit etc. From the rich arsenal of creativity methods there are: the listing of attributes, the technique of imposed relationships, the morphologic analysis, brainstorming, the operational creativity etc. The ideas resulted in the creativity stage are subject to some successive processes of selection in order to eliminate the variants that do not meet the requirements of a new product. In this stage they will be confronted with the restrictions imposed by the human, financial and material potential of the firm, by the market requirements and by return. The setting of the selection criteria list must be done according to the nature of the new product and the specificity of the need it addresses. The collection of information necessary for the evaluation of ideas, in agreement with each criterion, is a costly activity. It is also necessary an ordering according to their relative importance in the global evaluation of a newness. There are retained the variants that meet the greatest coefficient of acceptance. In this filtering process, a special and efficient process proves to be the analysis value. It represents the process of rationalization of the functions that have to be met by a product, process or service, with the purpose of getting a maximum use with minimum costs. The creation process also views the packing of the new product. The packing will be conceived in such a way that it should meet the product’s conditioning function, respectively to ensure protection against the environmental agents, the keeping of the integrity of form and content during the transportation, manipulation and storing, to allow an easier handling and a proper use of the storing capacity both at the producer and in the commercial network. In some branches, the diversification of packing and the introduction of new packing techniques is a way to obtain new products. It is to be mentioned, especially the   promotional function of packing, a reason for which its projection should start from the buyers’ preferences. Their promotional effect is of long-term, the packing remaining in contact with the consumer after the buying act, that is during the product use. This advantage should be capitalized at maximum by the industrial creator, offering to the potential consumer, by means of packing, all data necessary to the visualization, information and god-functioning of the new product. The packing projection can be done starting from a grid gathering all possibilities of realization from the point of view of material, form and closing system.    

The conception of a new product prototype must have in view the realization of its non corporal elements: name and brand, instructions of use, validity date, services afferent to the product, price. In choosing the name, there will be taken into consideration the easiness to read, pronounce and memorize it, the universe it evokes as well as the judicial aspects related to its authenticity and admissibility on the market. The concern to find a proper name is correlated with the nature and place of the product on the market, with its importance for the firm. Another non corporal element that should have a greater significance is the brand. It is represented figuratively (by signs, emblems, two dimensional or tridimensional photos), sonorous or verbal. The role of the brand accompanying a product has significantly increased in the last decades. The brand is today a guarantee of satisfactions in consumption offered by the product. The specialty literature shows the development of a true “brand awareness” of consumers and analyses its role in conquering new markets for the firm or the consolidation of the existent ones. 

URSUS Breweries, after a complex process of research, analysis, strategy and design developed on 9 months, announces the realization of the first part of Ursus brand redrawing project, including the label and packing for the bottles of Ursus Premium, Pils and Black of 0.5 and 0.33 l, the change of the bottle colour, aluminum doses as well as different forms of the key accounts brand manifestation. In the next stage, the two partners Branzas and Interbrand will conceive and draw all the visual manifestations of the brand: visual language, applications, POS, delivery, the project finalizing by Brand Book. The new URSUS is a brand combining tradition and innovation representing an authentic Romanian value. The new bottle emphasizes the image acquired by Ursus in the 128 years of experience in this field and supports the efforts of the company’s professionals in search of perfection. URSUS evolves by the adoption of a new refined and elegant identity that should reflect the leader status on the market held by the Premium segment, meeting thus the recent changes of the consumption behaviours and the future evolutions of the market. URSUS proves once again that it is a successful Romanian brand, an authentic value that dares to compete with the best international brands. “The collaboration with URSUS Breweries was once again extraordinary, collaboration taking place on a period of 11 years, when we had the opportunity to contribute permanently to the development of the brand, already well-known, created by us in 1995.” Bogdan Branzas, Creation Director & CEO. A special attention should also be paid to the service afferent to the product. This refers to the totality of services related to the products before, during and after sale. These services may be technical (installation, implementation, control, adjustment, repairing etc) or informative (advice on the product’s choice and use).  

The most important non corporal element of the product is its price. No matter the used calculus technique, it will be correlated with the prices of the products existent in the range where the newness will integrate. Ending the phase of price variants establishing, the product will be subject once again – as a whole, as a system – to the control of its agreement with the valid economic legislation. At the same time, it must be granted legal protection, by means of patents, brands etc. For the goods destined for export, it is absolutely necessary to know very well the importing country’s legislation in order to avoid the possible judicial restrictions that might keep the products from entering other markets. The testing of the new products is the last and the most serious filter that the prototype has to go through on order to be launched to the series fabrication and than on the market. The objectives of testing are related to the elimination of uncertainties appeared in the technical stage or the product’s commercial preparation. It represents the inspection of the agreement of the created prototype and the performance characteristics recorded in the standards, internal norms, task books etc, on the one hand, and the potential market’s exigencies, on the other hand. Under the report of the qualitative and quantitative parameters subject to observation, of the modalities of realization and the framework where the testing operation takes place, it has two successive moments: a) technical testing and b) acceptability testing. As it operates with strictly objective evaluation criteria, the technical testing views the observance of the technical-functional parameters, the raw material composition, typo dimensions etc. Using established measure units, the testing is done in special spaces for experimentation, such as: research labs, test bank, test channels. The followed parameters are previously determined, knowing the relative importance of each of them in the qualitative assembly of the new product. The market research concentrate its attention on the acceptability testing that subjects to the control of the potential consumers a large and heterogeneous range of parameters of the new product. The failure to realize this testing or its realization on a wrong methodology, fact that leads to erroneous interpretations, is frequently at the basis of failure in launching the new products on the market. The acceptability testing follows the technical one and is a preliminary stage to the market testing.     

The launching of new products on the market 

In order to successfully introduce the new products on the market, the marketing optics needs to be found during the whole launching. The decision factors within a firm have to elaborate a marketing program that should contain the concrete way of realizing this project. The introduction on the market of a new product supposes the solving of the following problems:  

a) The setting of the launching period that is correlated with the nature of the product and its specificity of consumption: current, seasonal or strictly seasonal. Therefore, for the seasonal periods, the launching moment has to be established in the period before the season. If there is taken into consideration the introduction of a new Romanian product on the external market, it is necessary a solid analysis of the international economic conjecture in order to find the most favourable moments of our products’ entry in the competition. 

b) The fixation of the territorial area for launching depends on the chosen distribution strategy. Thus, the product can be launched simultaneously on the whole country area or it may be introduced in one or more big urban centers, depending on the potential buyers’ characteristics and the degree of the product’s adaptation to the market. 

c) The choice of the distribution channels refers to the option for the long circuit of the product (producer – wholesaler - retailer) or the short circuit (producer - retailer). In choosing the variant, there will be taken into account the nature of the product and the level of its conditioning, the necessary time for covering the distribution channels, the distribution cost. Within the distribution on an external market, there must be taken into consideration the degree of penetration of the Romanian goods of the new product’s group, the selling potential that might be “captured”, the perspective of a long-term commercialization or come cooperation agreements in production and/or in commercialization, the valid economic legislation. According to these elements, there can be chosen one of the following variants: the sale by means of foreign importers; the sale by agents abroad; the organization of retail groups (representations and commercial offices or subsidiaries of big firms); the setting up of mixed retail societies. 

d) The preparation of the market views the creation of an interest, curiosity and impatience climate towards the new product among the consumers. The main action instrument to be used is publicity. There are though other ways of market preparation. The exhibitions with sale, practical demonstration with public, fashion shows are opportunities for information, in advance, of consumers on the future products; a similar role is held by the round tables with the specialists in the field the new product addresses to, the content of debates being sent by mass-media. 

e) The choice of commercialization modalities and the preparation of the selling forces are operations that correlate in the launching marketing program with the elements presented above. The first aspect refers to the quantity the new goods are brought for sale. There can be chosen a “mass” launching or a launching “in stages”. When preparing the selling forces there must be taken into account the setting of the stores the product will be introduced for the first time (there are usually chosen representative stores, placed in highly influential commercial areas), the preparation of the selling staff, the organization of promotions at the store level, the provision of stock at the commercial unit and setting the rhythm of its restocking.   

The selling starting point is the climax of the whole process of preparation and launching of the new product on the market, the beginning of its decisive confrontation with the user. The launching duration is another important element for its success on the market. The length of the launching period is directly connected with the nature of the product, its degree of novelty and the consumer’s behaviour. The excessive prolongation of this stage increases the risk of failure of the new product on the market. The distribution of the new product on the market is realized in several stages, such as:

- the acknowledgement stage when the potential consumer finds out for the first time about the existence of the new product; 

- the individual interest stage, when more detailed information are found;

- the balance stage, when there are compared the advantages and disadvantages of a  favourable decision for the adoption of the new product;   

- the trial stage aiming to eliminate the possible uncertainties concerning the product;  
- the acceptance or rejection stage of the new product, representing the conclusion the potential consumer reaches after the four previous stages. 

The knowledge of the distribution process stages of the new product on the market proves to be very useful for the coordination of the entire promotional activity that accompanies the new post launched products. It structures the choice of a certain environment, support and advertisement, of other forms of sale promotion with great audience to the public.  

URSUS Breweries beer producer that owns the brands Ursus and Timisoreana, views a brand extension for non-alcoholic beers, in order to complete its product portfolio. “We believe that the present portfolio has still potential to grow, a disadvantage for us at this moment being the lack of a non-alcoholic beer. Although we started the imports on this segment in Hungary, we do not believe that it is a long term solution and we are viewing the local production. It will probably be a brand extension for non-alcoholic beers”, says Dieter Schulze, president and CEO of URSUS Breweries. URSUS is the only player in top three that does not own in its portfolio a non-alcoholic beer brand. “Non-alcoholic beer or the low-alcohol one owns less than 2% of the market at present, but has a growing potential. It will become an important market segment, as it is in the other European states”, says Schulze. The decision of the company to enter the segment of non-alcoholic beers comes after the doubling of Timisoreana sales last year (after the PET packing launching in July). Up to that moment, URSUS has only one brand, Ciucas, on the market beer, with PET packing, segment with the highest rate of growth in the last three years. As a comparison, Brau Union held in July 2006 four PET-packed brands (Golden Brau, Bucegi, Gambrinus and Haţegana) and Interbrew had a strong position on PET segment through Bergenbier, Noroc and Lowenbrau. “You cannot be a true competitor on the market without PET, a segment that last year represented approx. 40% of the total sales. About 30% of last year Timisoreana sales were covered by PET”, says Schulze. According to URSUS Breweries’ official, after PET packing launch, the volumes of Timisoreana brand doubled, the growth for all year being of almost 50%.
As the launch procedure has an organized character, the surveillance of market reactions as concerns the new products must have the same characteristic. It has as object the analysis of the efficacy of the new products launched on the market, the degree of satisfaction as well as all the consumer’s behavioral dimensions, involved in the choice of the goods under discussion. At the same time, there must be studied the effects of substitution and complementarity, determined by the introduction of the new goods on the market. The control of commercial launching means obtaining quantitative and qualitative information on a large range of problems related to the determination of the level of acceptance of the new products by the market, to the measure of their success among consumers. 

The necessary quantitative information must allow the calculation of the following three indicators: a) the degree of dissemination of the new products on the market; b) their degree of penetration in consumption and c) the degree of release on the market, respectively the rhythm of passing of the new products from the initial innovators to the potential consumers. One of the most important problems, related to the introduction in fabrication and launch on the market of a new product is the reduction to the minimum of the whole process’ duration and costs. All covered stages can constitute the activities of a program that can be operationalized using the critical way method. The cycle of marketing activities ends and starts with the follow-up of the new products behavior in consumption or use. Following the behaviour of the product at consumers offers information concerning: the way the product was received by consumers, the degree of satisfaction of the needs the product was created for; the measure in which the consumers know the way of the product’s rational use; the changes or improvements required by consumers; the causes of dissatisfaction in use; the area of product dissemination on the market; the new uses given to the goods when these are used; ideas of new products. The multitude of information that are obtained by the market surveys is a valuable source of ideas for the continuation of the research-development activity, involving more and more the user of the goods in the innovation work. The modalities of research are varied. Together with the analysis of sales and stocks evolution for the whole life cycle, the best results are obtained by means of direct selective researches that allow the direct contact with the users or consumers of goods. One of the most complex methods is the study of the product’s image evolution among the consumers. From an unclear and insufficiently differentiated image, the product evolves to a more and clearer and strongly differentiated image. Such an image emphasizes the product within the perception field, offering it a solid position in the global offer. Following the products’ behaviour in consumption allows at the same time the perception of their economic superannuation, the determination of their obsolescence. This forces the firm to adopt a certain attitude towards the old products in fabrication or commercialization. Taking an old product out of fabrication and distribution raises a series of problems concerning: the total amortization of the fabrication line; the possibility to allot the available production capacities for the production of other goods; the assessment of improvement possibilities of the old products and their commercial relaunch etc. The relaunch of an old product must fully valorize the results of following the goods in consumption and o direct the marketing program that is realized for this purpose for a better repositioning of the product on the market.    
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Pension reform in Romania – the present and the future

Cătălin Ghinăraru, Ghenadie Ciobanu
National Scientific Research Institute for Labour and Social Protection Bucharest, Romania
Abstract: The pension system has become a priority issue both in practical terms and in terms of scientific research both for Romania and for Europe. Given the negative natural growth and evolutionary trend of aging population which is the second age group in size, the pension system is affected. Given the massive and the phenomenon of migration registered the past and that trend is not stopped yet, and unemployment high, as it is a strong shortage of manpower, and a number of other factors that negatively affect the pension system in Romania European today.

Key words: pension system
After the 1989 Romanian pension system has faced a number of issues: An inequity for people to calculate pension calculated in different periods postponing a reform of legislation and instability in the area a decrease in the number of contributors from over 8 million in 1990 to about 4.5 million now Growth of an alarming number of pensioners from 3.5 million in 1990 to 9 273 000 now including all forms of aid type pension. A small collection rate an actual revenue nondeclation delay the introduction of a private pension system in Romania, due to an above factors show that it was for an employee to an average 1.35 pensioner. Ca to stop and remember the segment below 18 years of age and who have supported him in the same money. So how generally in the field of social security was complicated and partly to protect some of the poverty population, to cover some needs or to provide the necessary means of existence, without mobilize new categories of existence. An important feature of the development of the social security system after 1989, with the obvious follow on tasks and the level of protection lies in the vast expansion in the number of people receiving benefits, not only in the schemes, but also of the old. In the field of the pension system for resolving such situations, followed progressive measures that we can settle in a few periods disticte. 

The emergence of a large number of decree-law on pensions, prepared by CFSN 


- The first period 1 January-20 May 1990 
Decree-law nr.60/1990 
Law No. 3 / 1977 

- The second period 20 May 1990-27 September 1992 
- A third period 27 September 1992-3 November 1996 
- A fourth period on November 3 1996 - 26 November 2000 
- A fifth - Law No pensions. 19 / 2000 
- A 6 - to 26 November 2000-28 November 2004 
- A 7 - 28 November 2004 - February 2006 


It is recognized inequity of calculating pensions. It was unfair that people with the same content, under the same conditions of employment to qualify for retirement benefits in different amounts. The introduction of tax on 16% of salary, with the appropriate fiscal policies in the plan, and high social costs due to measures taken to integrate into the EU have led to speeding up the process of recorelare. Urgent nr.4/2005 Ordinance, which departs from the principle of "equal conditions, regardless of the year they retire." According to Article 6, pct.2, where the amount of the pension resulting from the recalculation of pension is lower than before the pension recalculation, the rate remains higher pension. Law pensions optional, will replace Law nr.249 / 2004. Both laws specify that the administrator must meet a series of numerous rules dealing with private pension schemes Supervisors. So are clearly established principles of investment, which invests and how to invest. Prudence security asset quality and profitability of investments are the most important principles of investment. In the voluntary pension law that is set to be an obstacle against labor mobility, voluntary retirement schemes allow transerul account to another manager without the policyholder to suffer penalties. If you have not reached two years of contribution to a retirement fund, transfer to another fund is realiyeayă in exchange for payment of a penalty for transfer. To qualify for voluntary pension must be fulfilled three conditions: age withdrawal of the policyholder must be at least 60 years, the policyholder must be paid at least 90 monthly contributions and personal assets have a minimum value determined by the Committee of Surveillance Insurance. Unlike the Law no. 249 / 2004. 
- 8 February 2006 - present The transition of the pension system is not leaving out the transition of printing Romanian society. According to Law no. 411 / 2004 unchanged in 2006 would have to begin construction of fondri occupational pension based on the contribution required of new employees aged up to 35 years. Place where this scheme pension under a system multipilon? In the light of Swedish model, the scheme could represent a level of the first pillar. Should focus on good information concerning the assessment of the pension system, the estimate of future development and transmission of such information, including the staff pension fund, people insured. In terms of major changes in the pension system, economic and demographic pressures, deyvoltării pension contributions to defined that provides a certain level of pension to withdrawal from activity monitoring, creating simulations of the evolution of the pension system and good information for people insured are strictly necessary. 

A national Ad campaign 

It is necessary to have a dialogue between political actors and social partners. If other European countries, the achievement of projections privre with the evolution of the pension system is mandatory by law, Ro such a projection was made by the World Bank in 2003, using the Stupid, that model has been used in over 80 countries because of its ability to adapt to different systems and because the simulations can do even for 100 years. Balance the budget of the pension system will be positive in the first hypothesis between 2013 - 2018, in the case of the two assumptions by the year 2033 (with a maximum positive 1.9% of GDP in 2014), and the introduction system multipilon budget of the pension system type PAYG will have a negative balance since 2024 reaching, like the second varinte, a deficit of more than 1% in 2050. Premise restrictions and the involvement of the social security system in combating social Enhance protection of the tasks of social security and reducing resources have resulted in limiting nominal growth of social security benefits, low levels of real and scăzut ensuring a level of benefits compared with the salaries. 

The number of pensioners in agriculture has increased by over 60% due to reduction in the age of retirement at the system of social security and îmbătrînirii population employed in agriculture. In the case of farmers back in about 5 to 10 pensioners assets. And this in circumstances where resources for social insurance budget asricultori are extremely restînse, whereas the contributions of individuals active are essentially insignificant, due to low economic power of most peasant households, and the possibilities of funding from the state budget or the tax imposed economic agents are strongly limited (to assume that increasing spending or tax level). Therefore, the level of pensions for farmers is deriyoriu and opportunities to enhance, near its level pensiilore made in the social security are virtually non-existent. Given that resources for financing the social security system for farmers are in fact almost zero, the large number of pensioners ETE a major restriction to increase protection against poverty. 

Ability to protect the main benefits 

Starting in 1990, the social security system has undergone numerous transformations that have changed and how it raporteayă to exigentţele ensure minimum living standards, combat poverty. Conjugate under the influence of inflation and measures to index income, among their restricted budgetary policy and severe compression of the general government budget, the real benefits of scăyut very much. It notes the decrease in household real level of benefits, as well as the salary income in the period 1991 - 1994, after which followed a slight recovery in 1995 and 1996. The inflationary surge, which resulted in doubling the general level of prices in the first half of 1997, led to decreased purchasing power of average wage at less than half (49.6%) and the minimum wage in less than one quarter (21.9%) in the month of October 1990. With all the attention paid to social protection, the average real social security state has dropped to 45% (47% together with compensation for the price increase pin), and the spectacular increase, five times the allocation for children could provide only a doubling of power the purchase of family benefits compared to December 1996. They were raised only 47% of the real level of October 1990 in cayul allowance for a child and 29% in cazul benefits enjoyed by a family with three children. The capacity of the pension system for defending the poor population in its sphere of coverage depends on the level and dispersion of pensions. It may be potentiated by the existence of any special protection in building systems, in the calculation of pensions and mechanism of indexation of pensions. 

The current level of pensions, and especially distribution, are determined by the old pension system, and implemented now, with some adjustments imposed by changing the amount of wages and pensions due ibflaţiei. Are characteristics that have competed at realiyarea levels relative scăyute pensions compared with wages and a low dispersion. They deriving the first in the group work of pensions: 

a. The formula for calculating the pensions provided modest levels of the rate of wage replacement with cayul increase in pensions for retired work and limit the age of full length (54 - 75% in the third group work) and the replacement rate and low very low if the pension age for incomplete (proportional to the length). 

b. The level of pensions is variable depending on the type of pension, length of service, group work, the degree of disability, and depending on the salary used as the basis for calculation. 

c. The system does not include a minimum pension, a threshold below which can not be determined any pension, even if the algorithm of calculation produces lower levels. 

Low levels and dispersion of small pensions were determined Secondly, the indexation of pensions. Thus, indexing their proportions representing only a part of the inflation rate has led to decreased purchasing power, in fact, a reduction in their real level, and the omission into account in determining the proportions of the development of wage indexing of pensions led to the degradation over wages.  Using the initial stages of liberalization of prices, offsetting the amount of the loss of purchasing power due to inflation provided a greater protection small pensions, but has meant a greater reduction in the level of real pensions higher than average, a collapse of amplitudinii differentiation of pensions, both types of pensions as well as within each type, led virtually from annihilation hierarchy established under the rules for establishing its own pension system in force. At this has contributed to a differentiated increase of pensions in August 1991, when the lowest pensions were increased by 44% and the highest with 9.9% for full pensions for the old, with 33.2 and 3.7% in the case of pension for the old and incomplete invalididate (Gr II), with 44.6 and 9% for disability pensions gr. I and 20 respectively 2% in the case of disability pensions gr. III. Pension, especially for old incomplete, is not far enough to protect pensioners farmers from poverty. They are deaspura threshold of poverty only if realizeayă of its production, quantity of agricultural products sufficient food for consumption and for sale so that the proceeds can cover the protection and consumer spending not covered by pension, which is less likely in If some retired old or sick in May. Retired farmers may also be spared poverty if they live in households that have made their retired social security or state employees who perform at least in the household foodstuffs needed their own consumption. Comparison with the minimum pension level of living put the record low capacity of the pension system to ensure protection against poverty, capaciate which declined during the transition period, the loss of part of the purchasing power of pensions under ifluenţa inflation and limiting opportunities indexation of pensions. Remedy is, increased pensions, lifting it above the threshold of poverty. This can be done but only on the extent of ensuring financial resources. 

  
The pension PAYG 

PAYG pensions differ by the benefits that they have had for the government. The most important advantage is that the benefits may be paid once the system was introduced. In contrast, systems-based funds, a generation that pensioners can receive benefits in full. PAYG schemes can more easily redistribute resources between generations. And another important factor is that I have mentioned and simplicity of operation of such a system where the population is young and growing. 

a) Scheme management in the public system versus coordinated scheme in the private 
The public sector can provide and manage services such as accounting, distribution of pensions. And the private sector, to turn into a private system of individual accounts can be reduced to management. (as in Mexico and Sweden). 

Analysis PAYG Scheme 

We can classify systems into three categories, depending on the role of pensions in flux in the structure of the pension system in general. 

1. PAYG schemes dominate providing income pensioners, leaving an extremely small private pensions. 

2. PAYG schemes - has a fairly high coverage, but provide only an average income of retirement (say 40% of average income). In these cases increases the likelihood that the individual to invest in the private (mostly Anglo-Saxon countries, including the Netherlands and Switzerland). 

3. Minimal role of the PAYG pensions - are usually financed from the budget only, and are designed to reduce poverty, people who are not covered by private pension schemes. 

This category is found in public schemes in Australia and Chile. (Chand, sheet, Jaeger, Albert, 1999:5) 


b) PRIVATE PENSIONS - measures designed to protect Individual Speaking about the limits of private pensions is the question of whether to create rules that constrain pension schemes or is it better for them to operate freely, leaving the market mechanisms to promote companies providing efficient services, tailored environment. Constraints and opportunities must be designed differently for developed countries to those for developing countries (Portfolio Limits - Restrictions Compromise Pension Investment Fund Performance). 


c) Types of fees for private pensions 

To measure and to combine the rates that an individual pays for their retirement (whether compulsory or voluntary) is extremely difficult conditions under which they are of different types - fixed proportion, depending on the value or size of fund investments, etc. . In addition, charges interact in different ways in time - which makes it more difficult for a citizen orientation optimal choice (because of the inability of suppliers to compare between them). Accordingly, the first rule is that the government should require companies providing private pension funds to submit / benefits in a standard format. 

  
Evolution of Private Pensions System in 2007 
Through the effective implementation of the two types of private pensions, pensions voluntary and mandatory managed private pensions, 2007 has been decisively to reform private pensions in Romania. Given the overall objective of the CSSPP, the body of regulatory and prudential supervision (as an autonomous administrative authority that is directly under the control of the Romanian Parliament, established by GEO nr.50 of 9 June 2005, approved by law no. 313 of 10 November 2005). to promote stability, security and good governance of private pension funds and to protect the interests of participants, CSSPP act in the following priority directions: 

• Reglemetation, coordination, supervision and control of activities of private pensions, continued design the legislative framework that secondary reglemeteayă organization and functioning entities on the private pensions and prudential regulation and supervision of these funds, so that the system becomes operational, 

• Protecting the interests of participants and beneficiaries, ensuring the effective functioning of the pension system and private information on it 

• The administration of private pensions - the launch of accession procedure starting in the second half of 2007,

• Administration of voluntary pensions - the collection of contributions which started in the first half of 2007 

• Finalizing its institutional construction, the premise of fulfilling its mission and objectives 

2007 was a year of mandatory pensions - Pillar II and the accession process at this initial system. Voluntary pensions market, Pillar III, the attention of administrators and participants were directed mainly to the segment Pillar II. With the completion of construction of private pensions mandatory, Pillar II, it is expected that the attention of operators in the industry to be targeted in a measure of increasing the share of pensions optional. In 2007, the segment Pillar II have not made contributions, provided that the initial process of accession of the participants was launched on 17 September. The number of participants in the Pillar II has reached 4,156,316 people, after the random assignment of the 332,706 people who have not acceded to a fund managed by private pension, although they had this obligation, or that have signed the accession documents for more fonduri.Circa 34% of the 4.16 million participants who have joined the private pension funds (Pillar II) between 35 and 45 years, that is entered into the system without being bound by the law. This element, but the total number of acts of accession that exceeded all expectations initial success supporting the accession process in the initial Pillar II. In terms of number of participants, Romania (4.16 million participants) became the second market for private pensions mandatory in the region of Central and Eastern Europe after Poland (13.3 million) and other markets already exceeded in the area, such as Hungary and Bulgaria. 

  

In 2007, voluntary pension system - Pillar III, were performed first authorization of administrators and funds since April 2007. The first contributions have been recorded since May 2007. The number of pension funds has increased to 7, at the end of the year. Voluntary pension funds have been able to attract, in 2007, 50,887 participants and assets of nearly 14.38 million lei (about 3 million euros). In 2008, marked the start collecting contributions from participants Pillar II will be the year in which the private pension system will become fully functional, both through the mandatory pensions as well as the optional pensions. Ways and opportunities for development of the pension system in Romania 
For an effective development of the pension system are needed to be taken in a record number of phenomena of social effects. To prevent social exclusion and to maintain the standard of living and increase the rate of employment growth and period of activity. 

• It is necessary to create a sustainable pension scheme in the context of a balanced budget and to adjust benefits and contributions in a balanced way. 

• Ensure private pension systems with a solid management and offer adequate pensions. 

• Adapting to a flexible employment patterns and varied career. 

• Providing greater equality between men and women. 

• Demonstration of the ability of pension systems to cope with the challenges and take the following measures 

Necessary reforms in the pension system from the perspective of European integration. The current reform of the Romanian pension system should take into account the trends of amending the pension systems of member countries and their current laws and regulations from the union movement on social security benefits between states. Taking into account the intentions of the reform of the Member States adopted after talks in Lisbon, Romania should consider the following changes in the medium term: 

  
 1. Balancing financial security budget of the state pension: 

• sustained economic growth 

• growth rate of total employment. [States and the European Union have proposed a growth of 3% of GDP, the rate of employment on average to reach by 2010 to 70% of the total population capable of working (60% for female population) and 83% until 2045.] 

• increase the rate of employment of the population aged (55-64) 2010 (by postponing retirement) 

• attract labor in developing countries 

• motivate women to enter the labor market and to re-enter after interruption 

• facilitation system to allow women to work and take care of copiiimici (stimulate growth fertility) 

• recognition of the years in which the woman interrupted work for childcare as seniority pension (2-3 years) 

• tightening conditions for early retirement 

• equalizing retirement ages for women and men to 65 years for both by 2020. 

• increased opportunities for obtaining additional pension, thereby reducing pressure on the public 

• finding other financial resources for the public pension 

• stimulate the labor market still remains of the older citizens by ensuring that a contribution 

• longer the system will lead to greater benefits, in other words, strengthening the relationship between the size of contributions and the benefits 
2. The private pensions should consider coverage and mobile workers (in terms of workplace and territorial) 
3. Providing a decent standard of living persons retired 
4. Rising coverage of individuals with at least one of the public or private pension 
5. The adoption of EU rules on transfer of benefits between member countries
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Quality as an ideology





A set of values or opinions that guides an organization to establish her mission, processes and functions.
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Quality as a process





A set of steps, procedures or politics that define the way a function has to be applied and what results are expected.





Quality as a function





A set of tasks that has to be fulfilled by specialists in quality control or by persons in their own activity, that contributes to accomplishing a mission or a target of the organization.
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Internal an international market conjuncture;  rata of inflation and of interest; competition’s performances, techical progress, etc.


Economic publications, business meetings, fairs, conferences, etc.


Statistic annual reports, data and information from the chambers of commerce and form professional associations, virtual parteners;


Data and information from the international financial, economic, merchandise, professional international organizations, and from unions;


Institutes of research and investigation, public and private, internet.




















Accounts;


Ballance sheets, statements, statistics related to production;


Data on the market: suppliers, prices, clients
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