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THE TRANSFORMATION OF CORPORATE TASKS - INTERNAL SALES IN THE B2B
BUSINESS
Vanessa Just1, Wiebke Geldmacher2,
Raphaël G.D. Murswieck3 and Andreas Kompalla4
1,2,3,4)
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Abstract
The following paper deals with the changing corporate tasks of companies in regard to the
sales organization. The focus of this study is on the changing profile of functions of the
internal sales department and on the driving forces, which influence the development of
B2B sales.
This study aims at identifying company internal and external trends and tendencies (e.g.
digitalization, customer portals, eProcurement or sustainability) and at illustrating their
consequences. Through this paradigm shift, the task profile of the sales internal service
changes from the "girl for everything" to the company and product expert. Theoretic
contents and the result of an analysis of the company´s environment are used to describe the
development of B2B sales. Besides, theories of driving force analysis will be portrayed and
applied to the future development of the organization of sales by means of an exemplary
company.
In this way, this paper gives an overview of the future commission behavior of customers
and to depict the change of tasks within companies in the field of commercial sales.
Keywords
B2B sale, commercial sales, future trends, Driving Force analysis, sales organization,
innovation, CRM
JEL Classification
M310, L2
Introduction
Sales have existed ever since humanity for the purpose of maximizing one’s own needs
through trading and selling. More than hundreds of years ago, sales strategies were
developed and sales channels introduced. The human being was always in the center of this
sales process.
Why should this system change? Technologic innovations, such as the internet has
continuously increased the exchange of knowledge and information across markets
throughout the world. The fact that even small companies have established an internet
presence demonstrates the change in sales systems.
The change of distribution strategies, new sales and marketing channels, as well as the order
pattern of customers, shape the necessity of an adapted sales organization.
A theoretic framework of sales strategy, typical organizations and the set-up of controlling
are presented and supplemented by theoretical aspects of business environmental analysis
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and innovation management. In a second step, the transition of B2B sales is analyzed and
forecasted.
Sales Strategy, organization and controlling
Before developing the internal sales organization, a precise definition of the sales strategy is
necessary. The sales strategy that sets a long-term orientation focuses on all sales activities
of the company in alignment with customer and market requirements (Pufahl, 2015).
Market trends and changes in customer needs shall be early detected or else, the existence of
the company is at risk. At the same time, a well-developed strategy and organization can
secure the company success and make use of the anticipated market potential.
A practical and established method for developing a sustainable business model is the socalled 7C-model (Pufahl, 2015). The starting point in this model is the strategic core of the
company that is derived from the service or product offering, customer segmentation and
relevant markets. Originating from this core, the following six factors shall be elaborated,
describing the current situation on the one hand and the target stage in a second step (Pufahl,
2015):
● Customer Perception
● Customer Interface
● Internal Value Chain
● Cooperations
● Concepts for the Future
● Human Capital
● Strategic Core
The application of the 7C-model shall analyze both strengths and weaknesses of the
company, the employees and its customers.
Once this long-term orientation and strategy are fixed for the company, the operational and
organizational sales structure is to be defined accordingly. Typically, the organizational
structure can be established as follows, limiting the flexibility of the company due to rigid
structures (Pufahl, 2015):
● By function
● By region
● By products
● By customer segments
Newer and modern organizations bypass these rigid structures by developing dynamic
organizations through process organization, project organization or modular/virtual
organizations (Pufahl, 2015).
The definition of the sales strategy also determines the sales channels to define what
customer group is dealt with in what intensity and through which channel. The decision of
sales channels and partners is one of the most critical sales strategic decisions that a
company needs to make (Tiffert et al., 2013). In general, a distinction is made between
vertical and horizontal sales channel structures, while the vertical structure is further divided
into direct and indirect sales. The decision on what channel structure should be used, highly
depends on the product/service, the customers and the regions (Tiffert et al., 2013).
In addition to the strategic orientation and the organization of sales, sales controlling is
considered the third dimension in sales organizations. For steering and measuring sales
activities, concepts are developed to measure company-wide performance indicators, such
as revenue, turnover and customer satisfaction (Tiffert et al., 2013).
Theoretical aspects of business environmental analysis and innovation management
Theoretic models can help to analyse innovations, trends, tendencies and the corporate
environment. Furthermore they support defining required changes in companies to adjust to
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the external influences. The following selection of theoretical frameworks displays an
extract of a variety of models and theories:
● Kondratieff waves
● Corporate environment analysis
● Driving Force analysis
The technological development of recent years and thereby also the human development is
traced back to selected innovations. Innovation management describes all planning,
decision-making, controlling and organizational tasks in regard to research and
development, product rollouts and processes (Vahs and Schäfer-Kunz, 2012). Innovations
are thereby characterized by “something breathtaking improved or new” (Marquardt et al.
2017). Nikolai D. Kondratieff developed the 5 Kondratieff waves to demonstrate the
different stages of an innovation and its implications on the national economy (Vahs and
Schäfer-Kunz, 2012):
● 1st wave: mass production (1780-1830), characterized by the innovation: steam
engine
● 2nd wave: distribution of goods (1830-1880), characterized by the innovation:
railway
● 3rd wave: mass consumption (1880-1930), characterized by chemicals/electricity
● 4th wave: mass transportation (1930-1970), characterized by the automobile
● 5th wave: global economy (1970-2010), characterized by information technology
Nutrition science, molecular biology and medicine are forecasted to be the 6th wave (Vahs
and Schäfer-Kunz, 2012). However, the 5th wave highly influences our daily routine, not
only in private life but also the companies that have to react on or even reinforce these
changes. Competitiveness therefore highly relies on the ability of companies to adjust their
products/services and their internal organization to these changes (waves).
The corporate environment analysis focuses in contrast to the Kondratieff waves on internal
success factors or weaknesses. Porters “Five Forces” is a recognized method to position
one’s own company in the respective industry/sector. This model allows to detail the
interaction on potential competitors, customers, substitutes and suppliers (Jäger, 2008). On
the basis of the described “Five Forces”, further instruments of the corporate environment
analysis can be supplemented, such as SWOT analysis, competitor analysis or the analysis
of internal and external factors of a company, also known as “PESTEL analysis”. The socalled PESTEL analyses examine the political, economic, social, technological, ecological
and legal dimensions of a company (Pufahl, 2015). Transferring this concept to the sales
organization shows the significant amount of internal and external factors and the resulting
sales complexity (fig. no. 1).
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External environment
- High customer demands
- Competitor intensity (depending on
sector)
- Market dynamic and increasing trends
- Increasing differentiation of segments
- Amount of customers/sales employee
- Etc.

Internal environment
- Limited resources (in particular:
personnel, systems, etc.)
- Diversity in range of services
- High requirements in regard to systems
and other competencies
- High profit responsibility
- Etc.

Fig. no. 1. Internal and external influencing factors in regard to sales organization
Source: following Buob, 2010, p.19

Another method for analyzing environmental impacts on the organization and thereof the
need for restructuring is the so-called Driving-Force analysis. Through this technique,
current and future Driving Forces are defined, based on the current company situation and
organization. These driving forces are derived from the PESTEL analysis clustered by "key
internal forces" and "external forces". Key internal forces describe, e.g. the knowledge of
employees, the competence of the management team or the workforce. External forces can
include the economic situation, competitors and technological standards
(BusinessDictionary, 2017). Once all driving forces are defined, these factors are sorted by
the degree of relevance on the company. The application of the Driving Forces model as a
detailed view of the corporate environment analysis to the sales organization is conducted
below.
Paradigm changes in B2B sales
Based on these models, the transition of typical sales organizations can be analyzed. The
primary driving forces for this paradigm change include new technologies (digitalization),
transparency, social responsibility of companies and demographic changes.
New technologies, such as the establishment of Customer Relationship Management (CRM)
in the form of technological tools, allow companies to collect data and analyze customer
behavior and derive the necessary marketing and sales concept (Binckebanck and Elste,
2016). This facilitates the sales personnel in their daily doing in terms of customer
acquisition, customer service and after-sales service. At the same time, the implementation
of these technologies enhances the customer experience in many cases, as a customeroriented added-value refer to product/service optimization and individualization and its
related services.
In addition to the implementation of CRM-systems, the usage of social media is of
increasing importance. The collective term “SoLoMo” summarizes the recent trend that has
started years ago, but is still on the rise (Lux, 2012): Social (Social Media), Local (Location
based services) and Mobile (mobile devices).
In addition to digitalization as one of the driving forces, transparency is an essential factor in
this globalized world. As customers are nowadays able to compare companies, products and
prices, this implies a paradigm change for the sales organization in terms of following
aspects (Parment, 2016):
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●

Communication:
o Need for stakeholder generated information
o Establish customer dialogue to generate feedback on products/services
o Increase the confidence in the company and its products/services
● HR
o Profit from the transparency of personnel (employ highly-qualified people)
Transparency as a driving force is complemented by the social responsibility of companies.
This term refers to all measures taken by a company for securing the social legitimacy, such
as sustainable trade, economizing natural resources and complying with climate protection
goals in general. This paradigm implies a particular set-up of the sales organization and its
need for specific activities to ensure a long-term brand image, increase employee motivation
and preserve one owns natural resources for a long-term strategy (Lux, 2012).
The demographic change as a driving force for sales organizations will influence many
companies in Germany in the next years to come in two different ways (Lux, 2012):
● Changing customer requirements even in B2B businesses and
● Shortage of qualified personnel.
International operating companies will, therefore, require a two-folded sales strategy in the
future, as they prospectively need to consider both age-related as well as local requirements
(Lux, 2012). The complexity of customer segmentation will thereby increase, leading to an
organizational shift.
While the above described technological driving forces are a fast-moving development, the
social changes usually imply a long-term change and thereby allow for sales organizations
to slowly adapt to these trends (Lux, 2012).
Applying the above-outlined driving forces to the 7C-model, the business model
development requires changes in the sales organization in the following ways (table no. 1):
Table No. 1. Driving Forces in the sales organization and its consequences
Driving Force
Implications for sales organizations
7C
Customer Perception
Transparency, Social
Advertise the product/service following
Responsibility
social requirements, e.g. focus on
sustainability
Customer Interface
Digitalization,
Implementing a CRM-tool for enhancing the
Transparency, Social
customer experience
Responsibility,
Internal Value Chain
New Technology,
Set-up the overall internal operational and
Social Responsibility
organizational structure
Cooperations
Social Responsibility
Implementing thorough stakeholder
management for increasing the brand image
(e.g. with recognized partners, using
sustainable resources)
Concepts for the
New Technology
Enhancing the product/service experience of
Future
customers by inventing or applying new
technology to a designated innovation team
that continuously screens the market
Human Capital
Demographic change
Usage of new headhunting forms (e.g.
LinkedIn, XING) for ensuring the
recruitment of qualified people on a
decreasing employment market
All of the above
Orientation of the overall sales organization
Strategic Core
following respective customer requirements
and technological standards
Source: own table based on application of 7C model
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Conclusions
In order to be able to position a company well in the long run strategies, organizations and
structures must be set-up accordingly, in particular in the sales department. In addition to the
management team, the sales employees must be able to understand and implement the
strategy for achieving the planned revenue, profit and sales figures.
External and internal influences must always be taken into account and periodically reanalyzed for a future-oriented organization. Only then the fulfillment of stakeholders and
shareholders requirements of the company can be ensured. Future trends, tendencies,
innovations and paradigm shifts will always influence the company's organization and are
yet the biggest challenge to adjust the structures according to the market.
In order to ensure this, the importance of personal contact and relationships with partners
and customers of the company are also of great importance in the B2B business. Customer
needs (trends) and relationships can be better understood and maintained through human
relationships. The increasing demand for qualified sales staff is reflected in the specific task
profiles. Both the internal sales force and the external sales force are affected by the
technical and social changes and have to take these into account in their daily contact with
the customer. In particular, the trends of increasing digitalization, transparency and use of
new technologies are influencing the task areas. Customer inquiries are becoming more
specific while the sales complexity is increasing.
In summary, on the one hand, the increasing demands of customers and on the other hand,
the trends and developments in technological and social terms have a strong influence on
existing corporate tasks in sales organizations. The task profile of the sales internal service
changes from the "girl for everything" to the company and product expert who has to take
over both organizational tasks and serve as an internal and external advisory.
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Abstract
The aim of this article is to establish a connection between risk management and
outsourcing processes. For this purpose, the authors examined a specific company in the
period from February to June 2017. Thereby, the article attempts to illustrate how involving
profound risk management practices when outsourcing logistics processes creates
incremental value to the company.
Firstly, a theoretical framework for risk management and logistics processes will be defined.
Subsequently, this framework will be applied to the case of a German production company
in the food sector.
The primary purpose of this article is to introduce a best practice case of outsourcing
logistical processes by utilizing a specific risk management approach.
The conclusion of the implementation of the best practice case shows that the outsourcing of
business processes has become increasingly important. Outsourcing enables companies to
focus on its key competencies and gain more competitiveness among other organizations.
However, these implementations should be supported by risk analysis since it enable a more
valuable and comprehensive foundation for outsourcing decisions.
Keywords
Risk management, medium-sized company, risk management restructuring process,
outsourcing.
JEL Classification
M11, M21

Introduction
Risk management has been increasingly important within German companies in recent
years. Thereby, risk management practices have been of rising significance due to two
principal reasons. On the one hand, the consequences of the global financial crisis
demanded stricter internal and external requirements with regard to risk management
practices. On the other hand, projects failures always lead to an assessment of the question
of how an appropriate analysis and supervision prior and throughout the project could have
prevented failures and instead ensured success (Sitnikov, 2017).
However, especially projects in which returning to the initial situation is impossible, a lack
of an adequate risk management approach can be considered a critical threat to the company
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as these projects can have severe impacts on the company and even threaten its existence. A
suitable example for such projects constitutes the outsourcing of logistics processes.
Logistics processes are a vital component of the value chain as they enable clients to receive
and evaluate products and services. Hence, decisions and errors adversely affecting the
implementation of Projects aiming to outsource logistics have to be prevented. Already
completed outsourcing projects imply that the principal reason for projects which fail can be
traced back to imprecisely defined requirements for the service provider. Consequently,
deliveries might be delayed and could hence potentially lead to existence threatening
liquidity constrains with regard to the company and the respective outsourcing service
provider. Additionally, further substantial risks constitute a considerable damage to the
company’s image as well as timely and monetary exceedances of the project’s budget.
Based on this issue will be examined whether and to what extend a suitable risk
management system can potentially increase the probability of success of projects with a
focus on outsourcing logistics processes. Furthermore, whether a risk management system
represents an appropriate tool for the different phases of an outsourcing project and whether
it effectively identifies potential risks at an early stage in order to ensure that these
respective risks are controllable will be evaluated. Hereby, XY AG which applied within the
scope of their outsourcing project a risk analysis in the context of their risk management
system, serves as a practical example.
1

Current Approaches / Scientific Context

1.1 Principles of Risk Management
Risk management is the systematic analysis, evaluation, handling and steering of risks
within a company. The target is to recognize critical situations in business activities at an
early stage, to avoid those risks as well as to reduce or minimize the effects of the risks (fig.
no.1). A business can be successful in handling unpredictable risks by avoiding and
reducing critical situations as well as by planning and steering those situations
(Kromschröder and Lück 1998). A well-wrought and fully operative risk management can
act as an early warning system for the top management (Baetge and Jerschenksky 1999).
Hereby, appropriate countermeasures can be taken when potential risks are arising. Those
countermeasures can develop respective and desired (counter)-effects. Risk management is
often referred to as a component or a synonym for the internal control system (IKS) in
literature as well as in practice. The authors consider risk management an important part of
the IKS (Brauweiler, H.-C. 2009).

Fig. no. 1. Risk Management Procedure
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1.2 Implementing a risk analysis (once) within projects
The various stages of a risk management system build upon each other and are
interdependent among one another. This can also be defined as a cybernetic regulating
cycle. Thus, an adequate risk management system does not encompass non reoccurring
activities but rather repetitive processes within a business. Thereby, this process
compromises all activities from identifying to supervising the respective risk und can thus
be applied throughout the entire life cycle of a company. (Vanini 2012). When taking the
utilization of risk management systems of projects into consideration, projects do not
encompass repetitive processes since they exhibit clearly defined end dates. Furthermore,
non-repetitive risks also occur within the scope of projects (Fischer/Pfeffel 2010). An
example constitutes for instance that the risk of implementing crucial IT system adjustments
can be eliminated by executing corresponding tests. Therefore, despite the fact that the
process stages involved in a risk analysis are similar to the different stages of a risk
management system, the process can still be defined as performing a risk analysis.
The following figure illustrates an appropriate approach of the performance of a risk
analysis within a project.

Fig.no. 2. Risk Management Procedure
Source: Based on Huber/Laverentz 2012

Depending on the status of the project, the amount of potentially occurring risks may
decrease. Nevertheless, additional risks can still arise throughout the further course of the
project and thus have to be examined. Therefore, depending on the complexity and the
relevance of the project for the persistence of a company, it is generally recommended to
conduct a periodic review of the risks. Thereby, this periodic review should also be adjusted
according to the duration of the project.
1.3 Logistics processes
With regard to the term logistics there are nowadays various similar definitions
(Arnold/Isermann/Kuhn/Tempelmeier 2008). Hereby, the term encompasses an integrated
system which deals with logistical objects, logistical processes, resources and organization
(Huber/Laverentz 2012). Logistical objects can either be defined as tangible assets or human
resources. Contrarily, logistical processes can be distinguished by five primary purposes:
Transport-, handling, warehousing, processing and information processes. These are geared
towards local, timely and physical transformation of logistical objects (Huber/Laverentz
2012).
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Fig. no. 3. The components of a logistics system
Source: based on Huber/Laverentz, 2012

For the implementation of logistical processes, tangible, human, financial and legal
resources are vital. The planning, controlling and coordination activities of logistical
processes and resources require corresponding organizational structures and processes (fig.
no.3). Whereas an organizational structure takes care of allocating resources, a process
organization is responsible for establishing a local and timely linkage between the processes
within a logistics system (Huber/Laverentz 2012).
A modern understanding of logistics further encompasses the systematical planning and
controlling of all relevant logistical processes that contain procurement´, production,
distribution and disposal activities (Huber/Laverentz 2012). There are additional transport-,
handling, warehousing, processing and information processes within these logistical
processes which are however not within the scope of this article (PlanFabrik GmbH 2017
and BIBA 2017).

Fig. no. 4. Theoretical framework of a modern understanding of logistics
Source: Based on PlanFabrik GmbH, 2017 und BIBA, 2017

Procurement logistics includes all processes that are connected to providing the materials
essential for production as well as their transport and their storage (fig. no.4). Thereby,
transport and storage are conducted within the company (Gleißner/Femerling 2012).
Within the framework of production logistics, receipt and control of the delivered raw
materials take place. Hereby, all activities that are associated with processes from the
production accompanied internal distribution of materials, their transport and their storage to
completing the final product are planned and controlled by production logistics. Thus,
production logistics can be considered as a crucial linkage between procurement and
distribution logistics. Moreover, this requires an early spatial and timely planning of both
operational divisions in order to ensure an optimization of lead times and resource
availability (Gleißner/Femerling 2012). The primary focus of distribution logistics are all
procedures that assure an appropriate delivery of the goods to the client. The respective
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residual materials of the procurement, production and distribution logistics will (afterwards)
be correctly disposed within the scope of disposal logistics (Gleißner/Femerling 2012).
2

Analysis of the outsourcing process (logistics) in regards to the implementation of
a risk management system at the XY AG

The company investigated is a food production company that has performed their respective
logistics processes by themselves in the past. After an assessment of the status quo of their
logistics, the article will outline the inclusion of the risk analysis within their outsourcing
process. Subsequently, the risk analysis with regard to outsourcing the logistics processes
will be evaluated. More specifically, the extend of incremental value generated for the
company will be examined. In addition, substantial criteria for implementing a risk analysis,
specifically within outsourcing projects, by means of a respective implementation sketch
will be developed.
2.1 Existing logistics processes of the example company
Taking the logistics processes of the production, procurement, distribution and disposal
logistics mentioned in 2.3 into consideration, allows to transfer these to the respective
utilized logistics processes of XY AG (fig. no. 5). Consecutively, the logistics processes of
XY AG will be examined in greater detail.

Fig. no. 5. Overview of the logistics processes of XY AG
The scope of procurement logistics compromises for instance ordering processes of the
necessary raw materials with the suppliers of the XY AG. Upon receipt of the order at the
supplier, the raw materials are prepared by the supplier and are subsequently delivered to
XY AG (fig. no. 5). Within the process of production logistics, the delivered raw materials
will be checked for their quality and completeness prior to providing them to production and
thus further processing and manufacturing by warehouse workers.
After the manufacturing of the final products, the goods are transferred from production to
distribution logistics. Thereafter, in distribution logistics, follows the order processing in
which goods are commissioned and palletized by warehouse workers. Afterwards, the
palletized goods are loaded onto the respective means of transportation in the outgoing
goods department. The delivery of the final goods to the client is hereby either conducted by
an internal warehouse worker or a commissioned logistics service provider. Any incurred
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material residue from procurement, production and distribution logistics will be sorted
within the scope of disposal logistics and will be disposed correctly by employees of XY
AG. Within the scope of Procurement logistics essential raw materials are ordered at the
suppliers of XY AG.
2.2 Involving the risk analysis in the outsourcing process
In the past XY AG approached the outsourcing of services which lead to rising costs,
process uncertainties as well as quality related issues accordingly.

Fig. no. 6. Procedure without performing a risk analysis
Based on a change in this approach, an adequate risk analysis will be incorporated in the
company’s procedure.

Fig. no. 7. Procedure with performing a risk analysis
At the start of the outsourcing project which aims to relocate all logistical processes, the
demands of existing processes will be identified. Further, these demands will be
incorporated into tender documents to identify suitable 3 PL logistics service provider.
Based on these principles logistics service provider will be critically evaluated by criteria
such as their continuous project planning ability, their service, their ability to meet certain
requirements, key economic data of the service provider as well as their respective
references within the food industry. Subsequently, a suitable external logistics service
provider will be selected and hence contract negotiations will intensify.
Simultaneously, the risks that are connected to the upcoming outsourcing project will be
analyzed. Therefore, in coordination with the company’s management interviews and
workshops were conducted. Hereby, the investigated risks are transferred into a risk
catalogue as well as allocated towards corresponding risk categories. Based on the fact that,
the logistics service provider takes care of the majority of all logistical processes within the
company, the requirements and prospective services of the outsourcing service provider can
be considered the primary risk. On the basis of the available information of the company,
their processes, the service provider and the respective market data (with regards to
customers and competition) the risk`s particular probability of occurrence as well as its
impact can be established.
Whereas some of the risk can be neglected, the outsourcing of logistical processes entails
nine medium to existence threatening risks requiring a timely and immediate control. In
particular, significant risks can be counteracted by introducing standardized processes,
internal quality controllers in order to supervise and control operations as well as systematic
contract negotiations with a strong focus on clearly defined requirements and coordination
activities. Taking the short term effect of the adopted measures into account, this course of
action was able to reduce individual risks significantly. More specifically, this short term
perspective implies that it is essential to enable appropriate counter actions prior to signing
the outsourcing contract or starting the project. Thus, management is provided with an
extensive estimation of the potential risks as well as applicable counteractions. This allows
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to intensify contract arrangements and services to be performed with external logistics
service providers.
With the transition of the outsourcing project in its introductory phase, project management
accepts the responsibility of risk supervision and risk reporting in order to ensure that new
risks will be recognized in their initial stage, evaluated and possibly countered immediately.
2.3 Incremental value to the company
Based on the demands of risk management and risk management processes, the incremental
value of the company XY AG is defined by means of the business requirements illustrated
in table two.
In order to clarify the advantages of integrating a risk analysis when outsourcing logistics
processes, the following sections will further describe the risk analysis exemplified by the
case of XY AG outsourcing its logistics processes. The final outsourcing of the logistics
processes is in fact also possible without conducting a risk analysis. However, this also
implies that the necessity of employing an internal quality controller would have possibly
not been detected too late or not at all. Thus, potential damages could have been incurred.
An early identification of company or project risks as well the development of suitable
counteractions ensures that management is able to react flexibly and effectively towards
critical risks while simultaneously taking the company´s risk bearing capacity into
consideration.
Furthermore, implementing a risk analysis when outsourcing business processes also assures
continuous operational processes. By complying with these processes, mayor errors of
external service providers can be prevented, lead times of internal material transports
adhered as well as on time deliveries with the appropriate products and quantities ensured.
Hereby, the hazard of delayed deliveries and thus the possibility that a potential liquidity
shortage could occur is prevented in the best possible way. Thus, the tool is on the one hand
perfectly suited for comparing chances and risks if a comprehensive basis for decision
making is required. On the other hand, the tool also enables a continuous supervision and
control of the respective risks throughout the entire duration of the project.
3 Discussion and conclusion
On the one hand, globalization has led to a rise in importance of adequate risk management
practices. On the other hand, globalization as well as a rapid development of the technical
possibilities and hence their continuing complexities and increasing interconnections
required companies to radically rethink their previous structures and established practices in
order to remain competitive. Therefore, in order to solely focus on a company’s key
competencies, the outsourcing of business processes is becoming highly important.
Moreover, it is thus essential to analyze and critically question the processes along the value
chain.
Thereby, a risk analysis provides the opportunity of examining the outsourcing of value
adding processes with regard to their risk potential as well as comparing them to their
opportunity potential. Hence, outsourcing decisions are not predominantly based on
potential cost reduction but on a company’s key activities. If a risk potential exceeds the
companies risk bearing capabilities, a decision can yield severe consequences and has the
ability to even be threaten a company’s existence.
Finally, it is important to emphasize that performing a risk analysis enables a comprehensive
examination and evaluation of the current risk situations while also facilitating a companies
the ability to control these risks respectively. Thus, performing a risk analysis increases the
probability of pursuing optimal outsourcing decisions.
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Abstract
A change in current organizational development conditions requires the use of appropriate
management methods. In this paper we have addressed relevant issues regarding the
importance of the Lean Management method in the current evolution of a university library.
The purpose of the paper is to show how one can apply modern methods of improving
services, establishing conclusions and recommendations based on them. An important
aspect of the work is the integration of the Lean Management concept with other managerial
techniques (Kaizen, 5S) that will lead to quality services at low cost.
Keywords:
Lean Management, university library, strategy, performance, Kaizen, 5S, Quality.
JEL Classification: D83, I25, L15, M 12

Introduction
Due to the global competition, the implementation of modern management systems has
become a necessity and is aimed at improving the quality of service offered to users and at
reducing the response interval to their requirements.
Lean is a management system, a set of tools, to be used according to the strategy and
development level of an organization and its culture. In order to be used as a management
system, it is necessary for the organization to have reached the level where continuous
improvement has already become part of the organizational culture.
Users (teachers, PhD students, master students, students, auxiliary staff, external users) are
well-known and involved in determining service value (Belás et al., 2017). They are
involved in identifying and solving problems with an aim at eliminating non-value added
activities.
Problem solving is based on knowing and applying Lean specific tools. The results obtained
are long-lasting and losses do not reemerge right after implementing an improvement
solution.
A basic analytical and synthetic review of literature underpins the following main objectives
of the present paper:
1. Analysis of the Lean-specific tools that have direct and indirect effects upon improving
services in the university library.
2. Identification of the characteristic features of the Lean improvement method in the
university library.
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1. Literature review-definitions and theories of LEAN MANAGEMENT concept.
Application in a university library
Lean Management (LM) provides specialists in the engineering field, and not only, with
modern management and more efficient team coordination capabilities (Androniceanu,
2017). The guideline of Lean practice is first and foremost answering the user's request.
Here is a definition of this concept adapted to the university library: a concept that allows
for the organization and management of service development and user relationships that
requires less human effort and time to deliver high quality services to well-identified users.
The results of the Lean concept implementation in the university library comprise:
 total user satisfaction;
 quality improvement of the services offered to users, reduction of the time taken to
meet their requirements;
 shorter feedback time to market signals;
 employee motivation.
As described by Womack P. James and Jones T. Daniel in Lean Thinking: Banish Waste and
Create Wealth in Your Corporation, pp. 353-357, (2003), Lean's application of services
means a process of thinking and action in 5 steps. The authors present these suggestive steps
in fig. no.1.
2. Research methodology
Lean is based on a philosophy of respect for people and trust in the potential and
contribution of each employee. It may be considered a management system, a philosophy or
a set of tools, depending on the scale, strategy and level of development of the organization
and its culture (Leskaj, 2017).
2.1. Principles of applying the Lean Management concept to library services
The basic principle of the method is to reduce the costs of those activities that do not
add value to services (Androniceanu & Ohanyan, 2016). In response to the requirements
of this principle, the library must adopt a waste disposal strategy by reducing its losses
(Profiroiu &Păceşilă, 2017).

Fig. no.1. The Lean Steps
Source: adapted after Womack, James and Jones, Daniel, Lean Thinking: Banish Waste and Create
Wealth in Your Corporatio,2003, Simon & Schuster, New York, pp.353-357

The elimination of losses can be done by properly managing the time allocated to the
service, namely: systematically reducing costs by shortening reaction time to market
signals, followed by the development and implementation of the Quality Manual
(Upadhyay, 2017).
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The implementation of the Lean concept begins with receiving user requests, ends with
the delivery of the service and involves the following:changing service processes
without large investments;shortening the time for service completion as much as
possible;equipment maintenance;ensuring the existence of a resourceful team;manager's
concern for the team's morale;improving conditions in terms of order, cleanliness,
standardization of procedures, etc.;flexibility in adapting to the variations in user
demand.
2.2. Tools, techniques and methods used in Lean services
The library needs to identify areas that require change. In this respect, table no. 1 identifies
the necessary transformations from a conventional organization to a Lean based
organization.
The library needs to adapt to user requirements and act to eliminate waste. Waste in
the frame of library services might refer to:
o time lost in waiting for getting a publication loan;
o unnecessary, cumbersome movements that do not bring value to university library
activities.
The employee must understand and assimilate the process of change and be aware of the
manager's expectations with respect to her/his achievements
The ultimate goal is to reach a certain level of cooperation, coordination and team planning
among all library employees.
Usually, a problem-solving methodology is applied after some indicators have been set up to
monitor the progress of the necessary changes and the achievement of clear objectives
(Abrudan, I., 2002). Previously, conditions must have been created for improved results to
become irreversible.
The fundamental Lean philosophy is grounded on the definition of value from the user’s
point of view. All those activities that fail to add such a value and that only generate costs
are identified as waste.
Table no. 1. Transition from conventional to Lean type organization
Field
Communications
Problem solving and
decision making
Teamwork
Implementationwhole organization
process

Convenţional
Organization
There are communication
problems between manager
and staff
Managers identify
problems and decide
solutions
Managers guide individual
work
Everyone tries to succeed
individually, ignoring
organizational success

Lean Organization
Employees are updated on the current
state of affairs and cooperate with the
manager
Every employee identifies and solves
problemsin accordance with the
manager's decisions
There are complex teams for
pinpointing and solving problems
The most important is the (constant)
achievement of the organization's
objectives

Source: Authors

Losses can be caused by a multitude of factors, such as:uncontrolled working methods;lack
of personnel training;boredom;lack of workplace organization;lack of responsibility;long
waiting times for service delivery.
The most important typical Lean tools (that libraries can also adapt) that can be used after a
careful assessment of the initial situation are: Kaizen, 5S.
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3. Case studies
3.1 Application of the 5S method in University POLITEHNICA of Bucharest Central
library
As known from the literature (Imai, Masaaki et. al., 2004) the 5S method derives from the
Kaizen philosophy and is a method of organizing the workplace by:
1S-Sorting and Filtering(Seiri)- Making the correct choice of necessary essentials;2SStabilizing, Ordering, Arranging (Seiton) -organizing the activity;
3S- Shine, Clean (Seiso) – keeping a clean work place;
4S- Standardization (Seiketsu) - maintaining the level achieved after implementing the first
3S; the new situation must be standardized so as to preclude return to the original state;
5S- 5S-Maintaining Support or Maintenance (Shitsuke) - maintaining and applying the first
The table no. 2 presents a several actions undertaken in order to reach the 5S principles in
University POLITEHNICA of Bucharest Central Library (UPB-CL).
Table no. 2. Application of 5 S in the library. Loan service area
5 S System

SORT

Actions undertaken

Rezults

Choice of shelves for publications storying
according to their format and the frequency of
their circulation

-Efficient storing of publications
without space waste
-Quickly publication retrieve – no
time waste

-RFID system implemented to publications
security

-Evoiding publication stealing
-Tagged publications for a facile
inventoring
-Automatization of the entire
library activity
-improving the activity at
circulation desk

-Choosing a proper equipment (PCs, scanners,
printers) and library integrated software

Choosing the proper publications arrangement on - Labeling (barcode or RFID)
the shelves in an order determined by certain
- visual identification by color
classification criteria
codes, mirror lists, etc.
-Application of specific methods for
highlighting/identifying of the publication on the
shelves
SET IN
ORDER

SHINE

-verifying by scanning the correctness of the
publication storing and daily returns (correct
interting on shelves)

-identification the wrong positions
or missing publication on the
shelves in the loan area.

-information layout in a logical order useful to
readers on a notice board at circulation desk or
on library website

-usefull notice board
-interactive use of the library site

-regular cleaning

-mentenance of a clean, airy space

-application of operational procedures
STANDAR
-use of valid rules in the field of information
DIZE
science
SUSTAIN -update the work environment
Source: Authors
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For example, we highlight the application of the Set in Order principle assisted by a
informatic application that provides publication identification and retrieval in a
depository.This makes the document loan service more efficient by shortening the time for
arranging and retrieving shelved documents.In order to implement 5S, one resorts to the
layout presentation of shelved books under flow chart form. This makes it possible to
encode these data. The coded marking corresponding to the shelved documents arrangement
(identification) in an organigram format can be done as shown in fig. no. 2.

Fig. no. 2. Example of coded
notation and coding key
Source: Authors

Fig. no. 3. Books in closet D5
Source: UPB Library
Source: photo made by Authors

The application is done with Java programming language using graphical features. By way
of illustration, we will consider an application: finding the location of book coded
ST3/MAT, (located in the Reference Library of UPB-CL). Starting from typing the code of
the book you are looking for you will get on the computer monitor:
- code D5.1.2.2 (indicating the place of the book on the shelf); (fig.no.3)
- title of book.
One can similarly extend this procedure to any other item.
3.2 Pilot study on the management process involving the implementation team
The authors have developed and sent an assessment questionnaire to the people in the study
group.
The study group included: the organization's manager, team members, consultants, analysts,
experts.
The objective of the questionnaire was to improve teamwork, pinpoint and solve problems.
50 questionnaires were distributed.
The questions, answers and respondent feedback to the questionnaire have been listed in
table no. 3.
Based on the questionnaire conclusions, fig. no.4 shows the correlation among team
management processes.
4. Results
The results of the questionnaire suggest that:
- work efficiency decreases if team members lack a clear picture of their individual tasks;
- some of the team tasks require permanent clarification; task assignment can be
optimized;
- the time taken by the team to establish communication needs pays off;
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Fig. no. 4. Correlation of team management processes
Source: Authors

An overview of lessons learned is often neglected, but when it is not, there is a definitely
positive impact on future tasks improving the process of overviewing the lessons learned
may result in a reduction of the deficiencies that were identified in the questionnaire based
assessment.
The graph presented in fig. no. 4, based on the questionnaire presented in the table no. 3,
highlights the fact that there are some problems in assigning the service tasks. The graphical
presentation in fig. no. 4 helps the management team of the UPB library to observe the
weaknesses of the provided activity and help focus the team on the reported issues.
Table no. 3. Questionnaire items and results
POSSIBLE
ANSWER

QUESTION

1

Does task assignment seem efficient to
you?

2 How do you evaluate work in a team?
3

Do you have opportunities to grow
professionally?

4

Does team motivation have an impact on
your work?

5 Is there an efficient team communication?

6 Are merits recognized and rewarded?

7

38

Yes
Not really
No
Good
Not so good
Not good
Yes
Not really
No
Yes
Not really
No
Yes
Not really
No
Yes
Not really
No
No response

Yes
Not really
No
Source: Authors

Are the questionnaire results learned and
carried though at the end of each task?

RESPON
DENTS
(%)
35 %
51%
14 %
68 %
25%
7%
68 %
30%
2%
67 %
30%
3%
57 %
38%
5%
67 %
24%
6%
3%
58 %
21%
21 %

THEME
Efficiency of
Tasks
Teamwork
Professional
Development
Team
Motivation
Communication

Recognition of
Merits
Further
Development of
Outcomes
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Conclusions
The scientific and pragmatic value of research enables university libraries to use this work
for both academic and practical purposes.Lean tools can only be implemented after several
preliminary milestones -that are essential for their long-term success – have been covered
i.e. specific cycles of problem solving and PDCA cycle. In addition to material and financial
resources, the human resources (the "TEAM") are essential in the successful completion of a
project. It is very useful for team members to check how the team evolves at regular
intervals, in line with the expectations defined at the beginning. The factors that influence
team effectiveness are: performance targeting, clear tasks, effective communication, capable
team, reward system, Leadership.The advantage of applying Lean management is expressed
in a simple formula: "give the user more value, made with less waste".
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Abstract
This paper analyses factors that influence sustainable entrepreneurship (SE) in SMEs. A
questionnaires from a sample of Romanian entrepreneurs was used to collect data, which
was further analysed using descriptive statistics. Following the triple bottom line approach,
we developed a model comprising 3 dimensions and 12 variables (Environmental Environmental standards, Environmental focus, Environmental development and Recycling;
Social - Social development, Human resources focus, Customer orientation and Community
environment; Economic – Turnover, Profit, Market orientation and Market share) to test
sustainable entrepreneurship focus. We concluded that Romanian entrepreneurs display a
traditional approach of sustainable entrepreneurship, with economic dimension emerging as
dominant. However, social dimension of sustainable entrepreneurship gain importance
while Environmental dimension is, unfortunately, the least important for them.
Keywords
Sustainable entrepreneurship; SMEs; triple bottom line; environment; social; economic
JEL Classification
M10, O1, L2

Introduction
There is still a significant lack of understanding Sustainable Entrepreneurship. While
entrepreneurship has long been researched and its determinants extensively discussed, far
little is known regarding Sustainable Entrepreneurship. This constitute the rationale of this
paper. Our study aims to develop entrepreneurship literature and particularly its sustainable
entrepreneurship side by providing an in-depth analysis on factors determining Sustainable
Entrepreneurship among Romanian entrepreneurs.
1. Review of the scientific literature
Small and medium sized enterprises (SMEs) are considered crucial for economic and social
growth, employment or poverty reduction (Ayyagari et al., 2007; Randerson et al., 2015)
due to their share in the economy, contribution to economic development or flexibility to
cope with environmental and social problems (Masurel, 2007). Unfortunately, despite this
potential, most entrepreneurs seem to ignore sustainability as part of their operations
(Masurel, 2007; Revell et al., 2010). As a consequence, various scholars argue that
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entrepreneurs had to play an active role in balancing economic and ecological goals
(Hockerts & Wüstenhagen, 2010).
A concept related to entrepreneurship, namely Sustainable Entrepreneurship, become
increasingly important in the literature recently (Crals & Vereeck, 2005; Dixon & Clifford,
2007; Dean & McMullen, 2007; Cohen & Winn, 2007; Gliedt & Parker, 2007; Choi &
Gray, 2008; Lee, 2008; Kuckertz & Wagner, 2010; Webb et al., 2010; Hall et al., 2010;
Parrish, 2010; Hockerts & Wüstenhagen, 2010; Schaltegger & Wagner, 2011; Melay &
Kraus, 2012; Koe & Majid, 2014; Fellnhofer et al., 2014; Schaefer et al., 2015). Due to
SMEs potentially negative impact on the environment (Cohen & Winn, 2007), scholars has
increasingly begin analyzing their operations, most often non-renewable energy
consumption, environmental degradation or pollution (Allen & Malin, 2008; Revell et al.,
2010).
Relationship between entrepreneurship and environment have been examined by various
scholars under different concepts like sustainability entrepreneurship (Schaltegger, 2002),
sustainable entrepreneurship (Crals & Vereeck, 2005; Choi & Gray, 2008; Parrish, 2010;
Hockerts & Wüstenhagen, 2010), environmental entrepreneurship (Lordkipanidze et al.,
2005; Dean & McMullen, 2007; Meek et al., 2010), ecopreneurship and green management
(Linnanen, 2002; Rodgers, 2010; York & Venkataraman, 2010; Rogers et al., 2013) or green
entrepreneurship (Schaper, 2002).
Analysing various definitions, we concluded that Sustainable Entrepreneurship is
approached as:
1) Environmentally oriented (Schaltegger, 2002; Linnanen, 2002; Dean & McMullen, 2007;
Cohen & Winn, 2007; Kuckertz and Wagner, 2010) focusing on entrepreneurs’ attitudes
concerning their business’ environmental goals and policies, the ecological characteristics of
their results and management of environmental issues (Linnanen, 2002; Shepherd & Patzelt,
2011). Main topics comprise entrepreneurs’ contribution to reduce ecological degradation
(Lordkipanidze et al., 2005; Schaltegger & Wagner, 2011; Jolink & Niesten, 2015),
addressing environmental challenges (Allen & Malin, 2008; Hansen & Schaltegger, 2013),
providing improvements for local communities (Choi & Gray, 2008), and find solutions to
balance business goals with sustainability and environmental management (Hockerts &
Wüstenhagen, 2010).
2) Socially oriented, with contributions that focused primarily on the social aspect of
sustainability (Prahalad & Hammond, 2002; Rogers et al., 2013; Hall et al., 2010; De Clercq
and Voronov, 2011, Ferreira et al., 2017), typically non-economic aspects of work, like
social improvement and welfare (Lumpkin et al., 2013) or social wealth through social
change or social needs fulfilment (Zahra et al., 2009).
3) Mixed approach, a combination of environmental or social entrepreneurship, an
entrepreneurship that only needs to combine two of the three dimensions (economic, social
or environmental) to be considered as sustainable (Gerlach, 2003, Schaltegger & Wagner,
2011).
4) Sustainability oriented focus on environmental, social, and economic goals
simultaneously (Gerlach, 2003; Choi & Gray, 2008; Hockerts & Wüstenhagen, 2010;
Parrish, 2010; Schaltegger & Wagner, 2011) with the purpose of achieving a comprehensive
perspective that complies with the three dimensions of sustainability, in accordance with the
triple bottom line (TBL) conceptualization by Elkington (1997). According to various
scholars (Ashmos et al., 1998; Tilley & Young (2009), of utmost importance is the
integration of the three dimensions. This paper adopts this approach in the understanding of
sustainable entrepreneurship.
SMEs may contribute to sustainable entrepreneurship if their operations integrates solutions
to environmental and social problems or if they supply environmentally superior products
(Harini & Meenakshi, 2012). Environmental friendly products or services have been created

41

BASIQ INTERNATIONAL CONFERENCE

by SMEs in industries like constructions (Klein Woolthuis, 2010), food (Hosseininia &
Ramezani, 2016), joinery or mining (Choongo et al., 2016). However, when it comes to the
performance of SMEs in addressing sustainability, it turns out that SMEs have been largely
ignored (Stubblefield Loucks et al., 2010). Unfortunately, significant conceptual problems
persists in terms of Sustainable Entrepreneurship determinants (Linnanen, 2002; Hall et al.,
2010; Rodgers, 2010; Rogers et al., 2013; Koe & Majid, 2014).
2. Research methodology
The sample consisted mainly from entrepreneurs and incidentally managers from SMEs. A
random sampling method was used. The respondents were provided a questionnaire using
closed questions relying on 5-point Likert scales in order to rate the main determinants of
Sustainable Entrepreneurship. The reliability of the study was confirmed using Cronbach’s
alpha coefficients. Initially, 21 factors were considered. After statically testing them, 12
were retained.
The questionnaire was distributed to 176 entrepreneurs, with 141 questionnaires returned,
out of which 8 could not be used due to various reasons. The final analysis was performed
on 133 valid questionnaires.
Determinant
Environmental

Table no. 1. Cronbach’s alpha for selected factors
Variable
Measurement scale
Environmental
standards
Environmental focus
Environmental
development
Recycling

Social

Social development
Human resources
focus
Customer orientation

Economic

Community
environment
Turnover
Profit
Market orientation
Market share

Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree
Likert scale, 1 = strongly disagree,
5 = strongly agree

Cronbach’s
alpha
0.776
0.712
0.715
0.815
0.742
0.813
0.824
0.741
0.894
0.863
0.809
0.824

3. Results and discussion
To empirically test the data distribution, we used Kolmogorov–Smirnov test. The results
showed that the significant value of the Kolmogorov–Smirnov test for all selected factors
was below 0.05, with the data significantly deviate from a normal distribution.
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Determinant
Environmental

Social

Economic

Table no. 2. Kolmogorov–Smirnov test
Variable
Mean
Environmental standards
Environmental focus
Environmental development
Recycling/reuse
Social development
Human resources focus
Customer orientation
Community environment
Turnover
Profit
Market orientation
Market share

3.87
3.51
3.42
4.17
3.21
4.14
4.33
3.12
4.69
4.67
4.45
4.62

Asymptotic
Significance (2-tailed)
0.001
0.004
0.004
0.001
0.003
0.001
0.000
0.000
0.000
0.000
0.000
0.000

To assess the importance of each of the 12 determinants of Sustainable Entrepreneurship.
For this, we used a Friedman test.
Table no. 3. Friedman Test for Assessment of the factors’ importance
Variable
Determinant
Economic
Profit
Economic
Turnover
Social
Customer orientation
Economic
Market share
Social
Human resources focus
Environmental
Recycling/reuse focus
Economic
Market orientation
Environmental
Environmental standards
Social
Community environment
Environmental
Environmental development
Environmental
Environmental focus
Social
Social development

Rank
1
2
3
4
5
6
7
8
9
10
11
12

The results of our study demonstrate that Romanian entrepreneurs display a traditional
approach of sustainable entrepreneurship, with economic dimension of sustainable
entrepreneurship emerging as dominant. So, in terms of Planet – Profit – People, the 3P of
sustainable entrepreneurs, profit or economic dimension of Triple Bottom Line, comes first.
Regarding economic (profit) dimension, the ranking of variables is Profit, followed by
Turnover, Market share and Market orientation (1st, 2nd, 4th and 7th overall).
In terms of social and environmental dimension, our results are more balanced. Overall,
social dimension comes second in terms of sustainable entrepreneurship determinants.
Regarding social variables, the ranking is Customer orientation, Human resources focus,
Community environment and Social development. Customer orientation emphasize
stakeholders, so, by using Sustainable entrepreneurship principles the entrepreneur is able
to better anticipate and meet client expectations and generate positive, long-term outcomes
(Mitchell et al., 2010). Gray et al. (2014) or Hult (2011) advocates for its importance as
customers decide how valuable new product or services are. Other studies reached similar
conclusions. For instance, Jenkins (2006), Niehm et al. (2007) or Perrini et al. (2007)
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emphasize that entrepreneurs has to rely on their network of personal relationships and
reputation as a reliable tool within their market and community.
In terms of Human resources focus, we achieved similar results with other studies (Jenkins,
2004; Branco and Rodrigues, 2006), linking business attractiveness with sustainable
development in SMEs. Stubblefield Locks et al. (2010) argue that the experience of staff
have significant effects on the sustainable performance of SMEs, particularly with regard to
social and environmental dimensions.
In terms of Community environment and Social development, Romanian entrepreneurs do
not put much emphasis on them. Even though studies like Branco and Rodrigues (2006),
Albinger and Freeman (2000), Korsgaard and Anderson (2010) or Steyaert and Katz (2004)
place them among the first for Sustainable Entrepreneurship, we found them as significant
but not important.
Finally, in terms of environment, the ranking is Recycling/reuse focus, Environmental
standards, Environmental development and Environmental focus. Concerning
Recycling/reuse, our study is in line with studies like Korsgaard and Anderson (2010)
Hosseininia and Ramezani (2016) or Ceptureanu et al. (2017). A study of Nikolaou et al.
(2011) mentioned recycling as one of the main components of green entrepreneurship, also.
Environmental standards were considered, for instance, by Crals and Vereeck (2005), in
their systematization of Sustainable Entrepreneurship. However, Romanian entrepreneurs
seem to consider them in terms of requirements to be met and are less intrinsically
motivated to follow them. Environmental development and Environmental focus as
determinants of Sustainable entrepreneurship are considered in the literature in studies like
Bradford & Fraser (2008). Or Stubblefield Loucks et al. (2010). Accordingly, Romanian
entrepreneurs have expressed the importance of the future of our environment, even though
Environmental focus ranked last in our study.
Conclusions
The results of our study have important implications for Sustainable entrepreneurship, at
least in Romania. We concluded that Romanian entrepreneurs are more concerned by the
business, traditional focus on profit. However, social dimension of Sustainable
entrepreneurship gain importance, probably due to the entrepreneurs’ perception on
stakeholders or customers impact on business results. Environmental dimension is,
unfortunately, the least important for them.
In terms of limitations, one is that we only analysed small and medium-sized enterprises
while future studies should include large enterprises, too, since the perceptions of
sustainable entrepreneurship may be different. In terms of future direction for research, a
more comprehensive model, not necessarily relying on triple bottom line approach may be
constructed, allowing a more detailed picture of sustainable entrepreneurship in Romanian
companies.
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Abstract
The Styrian Spa Region and the Styrian Volcanic Region, located in south eastern Austria,
are summer touristic regions and border with Hungary and Slovenia. In 2012 the two
regions were joined together. The 41 communities count 125.000 inhabitants. About 9.000
employees work in tourism trade and about 83% of the companies have less than 10
employees. As a customer relationship tool a “Genusscard” was created. This ”card of
enjoy” allows a guest who spends at least one night within the region to visit 170 tourist
attractions free of charge. This is quite a unique situation in Europe because the customer
does not pay any fee for the card. The card is offered from the 1st March until the 31st
October. In this way tourists are invited to explore the surroundings and it makes the region
more attractive to customers. For this reasons customers might come again to the region
more frequently.
The case study conducted in the Styrian Volcanic and Spa Region shows that customer
relationship management requires sourcing, marketing and evaluation strategies. The
purpose of this research is to identify the status of CRM of option. Furthermore, the
influence within the region is researched. The study researched 100 enterprises (power
partners, hosts and hotels) to investigate the stage of implementation. An analysis of 100
customers shows the positive influence of CRM on relationship quality, lifetime value and
economy.
Keywords
customer relationship management, retention, collaboration and marketing.
JEL Classification
O10, M30

Introduction
Because of global competition many regions need to be more customers oriented. According
to Schulze et al. (2000) the increasing individuality of the customers behavior and the
decreasing loyalty of the customers and also the weaken difference of prices intends the
competition of the globalized and liberal marketing.
Since 2012 the card of enjoy has been a free admission card for 170 spots of excursions in
the Styrian Volcanic Region and Styrian Thermal Region in Austria. According to Fritz
(2017) from the association of the card of enjoy the guests get from the first overnight the
“card of enjoy” at check in. Guests can get this card for free of charge at more than 100
hosts and hotels. The “card of enjoy” is valid during the residence inclusive arrival and
departure day between the 1st of March and the 31st of October. It entitles free entry to all
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targets of excursion, possibilities of sport and culinary delights are included. A detailed list
of companies is available at www.genusscard.com.
Theoretical aspects
Theories of positioning options are visualized according to Fritz (2017). The positioning of
the “card of enjoy” is a part of the basic strategy in order to the implementation of customer
relationship management. According to Musing et al. (2007) the identification of the value
proposition for target segments is the key for the development of aims in reference to the
customers. Besides of the choice of segments and also the choice of target customers is also
the definition of the offer that we are able to do and furthermore the positioning is essential.

Fig. no. 1 Positioning options
Source: authors design based on Mussnig

Peters et al. (1982) developed as the new management “thinkers” the new idea of the so
called soft elements that should bring the success to an enterprise. They followed the 7-S
model which was developed by Pascal and Athos in co-operation with Mc Kinsey.
Core of the system 7-S (Pascal et. al, 1981) is the consideration that the soft and the hard
variables are to be differed at the management. The hard elements from the structure make
the strategy. The soft elements are in the conceptions combined.

Fig. no. 2 The 7-S Model
Source: authors` design based on Pascale and Athos
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According to Kotler et al. (1995) the diagram no. 4/7 provides a general view of the
marketing process and the factors of influence on the marketing strategy. The customers are
the core on which enterprises are concentrating their efforts for the satisfaction of a specific
market. Because the dirigible elements of formation like product, prize, distribution and
sales promotion the enterprises decide their marketing mix. It uses for four systems: A
marketing information system, a marketing planning system, a marketing organization
system and an executive system, further a marketing control system and a stirring system.
With these systems the enterprise examines the marketing environment and adept itself to it.
But it has to accomplish not only the micro environment consisting of the world of business,
providers, competitors and different groups of interest but also of the macro environment
consisting of a demographic, economic-political lawful technological and politicalenvironmental and socio-cultural factors of influence.
According to Fritz (2017) the region has to commit all its forces and factors of influence of
the marketing environment to a development of a marketing strategy and an effective offer
of value. Organization, execution and steering of the marketing activities are influenced by
culture and norms of the region. The factors of influence are visualized according to Kotler
et al. (1995)
The four dimensions of CRM implementations:
Focusing on key customers: According to Peppers (1993) only a reward oriented system
with a customer concentrated structure can strive for a successfully implementation of
CRM. All interactions with key customers should reflect the company wide CRM focus.
The main goal is to obtain an intensive customer relationship which leads to a certain
indispensability with regard to most profitable customers. By offering more personalized
products and services and internal support for key customer relationships can also produce
and cultivate long term customers.
A very exact definition of customer satisfaction was given by Homburg et al. (2001).
Customer satisfaction is the cognitive and emotional evaluation of all experiences with a
certain offer and of his products or rendering services.
Customer retention
According to Meyer et al. (1995) retention comprises not only the behavior so far but also
the intension of behavior in relation to the offer and his product. To the behavior so far
counts the real shown behavior and the behavior of further recommendation. The intension
of behavior should be marked by the intention of recommendation, repurchases and crossselling. From the perspective of demanding customer motives are often very different.
Psychological facts mean a customer with a special brand. Situation concerned facts mean
that the customer can obtain the desired products very easy. The lawful facts provide a
contract within a period of time between customer and the “card of enjoy”. According to
Brown (2000) economical facts means that the cost of a product is lower, compared with a
comparable product of competition. Technological facts mean the usage of software which
benefits the requirements of the customer.
Organizations are enabled to more efficiency and effectiveness by continuous advances in
IT. According to Butler et al. (2000) they are able to direct their CRM efforts at retaining
customers. CRM based technology is able to respond to the changing requirements of
customers with customized offerings. This personalization of products and services produce
long-term relationships to customers switching costs. By organizing their CRM operation
around customer groups companies can assign direct accountability
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Methodology
The aim of the empirical part was to increase the quality. Methods used were questionnaires,
interviews, content analysis, observations and non-reactive procedures. Five interviews were
conducted with the “card of enjoy” organization. In October 2017 telephone interviews with
questionnaire were made with 100 companies and power partners. Furthermore 100
customers and guests were researched through questionnaires in August and September
2017. The aim was to find out the relation between CRM and relationship quality
concerning satisfaction, trust, purchase intention, loyalty and quality of the “card of enjoy”.
The study has developed factors which affect the enterprises and the “card of enjoy”
implementation.
Case study “Card of enjoy” implementation within the Styrian Thermal and Volcanic
Region
The Styrian Volcanic and Thermal Region is a border region between Austria, Slovenia and
Hungary and have 125.000 inhabitants. According to Ober (2016) regional management has
been implemented in the year 1995. Strategies, marketing and engagement of stakeholders
brought the Styrian Volcanic Region to a high economic standard. Furthermore, the usage
and knowledge of the resources of the region were important. 83 % of the enterprises have
less than 10 employees. The unemployment rate is with 8 % lower than in Styria (8,3%) and
Austria (9,1%). 9.000 persons are employed in tourism trade. Innovation, organization,
marketing activities and transition management took place. The “card of enjoy” is a service
card. 60,1 % of the guests are from Austria and they stay 2 to 3 nights.
According to Fritz (2017) from the card of enjoy association the customer and tourist is
always the most important person in enterprises. The management within organizations or
enterprises should never fall in a dispute with the customer because this dispute will be
always won by the customer. The main aim of the “card of enjoy” is to communicate the
wishes and desires of the customer. At last it must execute the desires to the customer´s
satisfaction.
Results
Five years ago the card of enjoy was presented for the first time. The “card of enjoy” is the
first card that allows a guest to visit 170 spots and tourist attractions for free. The “card of
enjoy” was introduced on 1st March 2012. Since then every customer receives the “card of
enjoy” on their arrival and gets, as already mentioned, free entrance to cultural attraction,
sports facilities and can enjoy even culinary delights.
The implementation of the “card of enjoy” is a technology-driven business process which
includes a three pillar model.

Fig. no. 3 Results of research
Source: authors
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Partner hotels pay net € 2.82 per day and person to the “card of enjoy” association. Hotels
and hosts are the card exhibitors at the check-in process. Every year they include in advance
the fee in their room calculation. The association of the “card of enjoy” gets at the end of
every month the accounting according to the receipts. The “card of enjoy” association has a
strict controlling system concerning finance and quality management. Entrepreneurs and
power partners participate in the “card of enjoy” program are providers of culinary delights,
regional products and tourist attractions. Every month they get their expenses back from the
association of “card of enjoy”. A computer program for bookings and reservations is
provided by the association and is the basis for the accounting. Guests and customers are the
users and they do not have to pay any additional fees for the service of the “card of enjoy”.
Following marketing activities were set out during 2017: participation at fairs like the
International Tourism Board in Berlin, 55.000 pieces of the card of enjoy brochures, 4.000
guides of card of enjoy registry, 40.000 pieces of brochures of Styrian Spa Region, 50.000
brochures of goals of excursion of eastern Styria, 10.000 folders of advertisement, 15.000
travel guides. Social media like Facebook, Instagram, Pinterest, Flickr and Google are used
for permanent marketing activities. Newsletter of the card of enjoy are send to 16.500
addresses of the Styrian Spa Region and twice a month to 15.000 addresses in Europe.
The strategy success lies obviously in the implementation of the soft elements like staff,
skills, style which is conform to the 7-S by Pascal. 107.433 cards of enjoy were transmitted
to the guests in 2017. The research shows an increasing using of the “card of enjoy” from
2012 until 2017.
Table no. 1 Statistic of “card of enjoy” nights, cards and user
Nights
Cards
User

2012
201.332
69.426
105.894

2013
262.028
90.916
146.714

2014
282.458
97.120
150.228

2015
261.872
99.461
148.999

2016
284.197
108.522
167.782

2017
308.832
107.433
169.817

Source: authors

Table no. 2 Statistic of arrivals compared to given out cards

Arrivals
Cards
% cards
arrivals

2012

2013

2014

2015

2016

2017

636.976

646.788

664.861

681.475

711.574

731.238

69.426

90.916

97.120

99.461

108.522

107.433

10,90%

14,00%

14,60%

14,60%

15,20%

14,70%

/

Source: authors

Table no. 3 Statistic of overnight stays compared to given out cards
2012
regional
overnight stays 2.166.720
card overnight
stays
201.332

2013

2014

2015

2016

2017

2.164.553

2.185.169

2.177.301

2.260.771

2.292.112

262.028

282.458

261.872

284.197

308.832

%

12,10%

12,90%

12,00%

12,57%

13,50%

9,30%

Source: authors
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Fig. no. 4 Top 5
Source: authors

The research results of 100 companies (power partners and hotels) in the Styrian Volcanic
Region and Styrian Thermal Region showing the reasons why companies implemented the
“card of enjoy” as a CRM tool.

Fig. no. 5 Analysis of power partners and hotels –
Source: authors

100 customers and guests were interviewed through questionnaires in August and
September 2017 to find out the relation between CRM and relationship quality concerning
satisfaction, trust, purchase intention, loyalty and quality of the “card of enjoy”.

Fig. no. 6 Analysis of customers and guests
Source: authors
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The study found out that customer´s need for CRM attraction, trust in service and quality.
The relationship between customer, hotels and power partners depends on a high level of
satisfaction. With the introduction of the “card of enjoy” the aim was the customers
retention into the region to bind customer to the regional charm of the landscape and to
induce them to frequent visits.
According to Fritz (2017) the competition between regions is very high. For this reason
CRM, relationship quality and lifetime value became important. The “card of enjoy” is
improving steadily to satisfy the needs of customers, power partners and hotels. The aim is
to develop a stronger network of the regional touristic offer. To increase also the interest of
tourists from bigger distances to convince them with an abundant an interesting offer.
Conclusions
The expression supply and demand fulfills in the Styrian Spa and Volcanic Region its
meaning. The 170 offers with their possibilities of overnights and encouragements in
different ways in Europe because the card is free of charge for the tourist. The relationship
between customer and “card of enjoy” according to the research of 100 companies and 100
guests shows:

Fig. no.7 Relationship “card of enjoy” and customer
Source: authors

The rates of overnight stays in the region could be increased considerably. According to
Riener (2017) the value added of the region is at the moment 350 million Euros and the
vision for the region until 2030 is 500 million Euros.
The research shows that the implementation of CRM could improve customer`s satisfaction
and retention rate. The framework is based on marketing and market share. Customer
satisfaction is linked to individual relationships with customers, distribution and suppliers.
Fritz (2017) refers to maximizing “lifetime customer share” through customer retention and
customer profitability. According to the Harvard Business Review (2001) for a CRM
program a customer strategy is needed. Within the Styrian Spa and Volcanic Region a
business process and an individual CRM culture is established. Different integration
challenges contributed to build customer relationships and a successful implementation of
the “card of enjoy”.
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Abstract
Bad Gleichenberg, the oldest spa of the province of Styria in Austria, was founded in 1830.
Even the Romans used the healing water. Health tourism has always been an important
economic factor for the region. The Vocational School for Tourism has been located in Bad
Gleichenberg since 1955. Until now 43.156 students got educated and started their career in
tourism.
Since 1995 the south east of Styria has been part of a regional development strategy in
social, educational, economic and ecological aspects called the Styrian Volcanic Region.
The regional strategy of the Styrian Volcanic Region is creating a new frame by enhancing
the regional collaboration of municipalities and enterprises.
The bases for the research were interviews conducted with the five biggest enterprises in a
structured interview line. This led to the creation of a research questionnaire where 100
companies were interviewed. The Styrian Volcanic Region was analyzed according to
competences that company owners and company managers expect from students of regional
Vocational Schools.
A highlight of the research is the implementation and evaluation of a healthy eating project
at the Vocational School Bad Gleichenberg. The evaluation shows the importance of
competences oriented innovative lessons at schools. The economy needs well trained
apprentices equipped with certain competences and skills.
Keywords
competences, health, apprentices, regional management and vocational school
JEL Classification
A 20, I 25

Introduction
Bad Gleichenberg, the oldest spa of Styria, has 5.336 inhabitants and lies in the Styrian
Volcanic Region. Tourism industry has always been an important economic factor for Bad
Gleichenberg. The employees get trained at regional schools. 1911 persons studied tourism
in Bad Gleichenberg in 2017. There are the Vocational School for Tourism (1305 students),
the Tourism School (261 students) and the University of Applied Science and Health
Tourism (345 students). (Statistic Austria, 2017)
According to Ober (2017) it is to be said that the whole size of the Styrian Volcanic Region
accommodates about 86.000 inhabitants. The region has border with Slovenia and Hungary.
The economy of the future depends on the success of the rural people to cope with the
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competition, development and qualification of economy, tourism and agriculture as well as
the area of policy of transport. This includes the improvements within the agricultural
sector, concerning the structure of agrarian products and also the promotion of a sustainable
as well as ecological agriculture in general.
A competence oriented education of students in the Styrian Volcanic Region plays an
important role and supports the economy.

Fig. no. 1 Research Scope
Source: author

The Austrian education of apprentices
According to Lentsch (1995) knowledge and skills of the employees are investments in the
future and are the foundation of the Austrian economy. According to BMUKK (1997) the
apprenticeship training is dual based. Tourism apprentices work 9 months in companies,
have 1 month vacation and get 2 months educated at Vocational Schools for Tourism. In
2017 15% of all Austrian tourism apprentices attended the Vocational School for Tourism
Bad Gleichenberg. The dual education system implies practice-oriented training and the
input of theoretical trade related knowledge. The practical training is covered from
companies and the theoretical key competences are in focus of Vocational Schools.
According to Lentsch (1995) the company based training is regulated on the one hand by the
Federal Ministry of Economic Affairs and Labor. On the other hand the Federal Ministry of
Education, Science and Culture have the responsibility for the pedagogical education.
According to the WKO (2017) there are 40.000 companies and 120.000 apprentices in
Austria and 10% of them are educated in tourism industry. Competence oriented lessons
will get implemented at Vocational Schools in September 2018.
Theoretical aspects on competences
According to Gnahs (2010) the Latin word competencia is the basis and means meeting. The
adjective competens is translated as appropriate. The conception „competence“is today on
wave of prosperity and is used in many aspects of activity, flexibility, knowledge and
ecommerce.
According to Westera (2001) different possibilities of acting can be derived. The range
knowledge allows only the skills and qualifications can load to a qualified behavior for
example at the well trained activities. Just the influences of attitudes in combination of
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mental competences enable to think in a complex way and react in not standardized situation
in a competent way.

Fig. no. 2 Competences
Source: author based on Westera

According to Fritz (2012) the success of education depends on motivated teachers with a
view to the future and changing of learning culture. There is also taken notice that a division
for apprentices exist between vocational school (20% of entire time of education) and
education at enterprises (80% of apprenticeship). Creation of competence oriented teaching
comprises interaction, knowledge and skills.
Methodology
In order to increase the quality numerous methods have been used. The observation, the
interview, the questionnaire and the discourse analysis helped to improve the research. The
basis for the questionnaire was carried out with the five biggest enterprises in a structured
interview line with evaluation of the sample answers. The answers can be categorized in
five groups. The vocational training is the identification mark of Bad Gleichenberg and is
analyzed according what competences company owners expect from regional Vocational
Schools. In May 2016 telephone interviews were conducted following a structured
questionnaire. The focus here was on a deeper analysis of competences at Vocational
Schools. The research results show which skills and competences are expected by company
owners. As a result of the research a competence oriented project with a group of 50
students was implemented in June 2016 at the Vocational School Bad Gleichenberg.
Case study
The implementation of one competence oriented project took place at the Vocational School
for Tourism. The process can be described as following:
The competence oriented project idea and incubation process started in May 2016. In June
2016 students of the 2nd year of the Vocational School for tourism studied the healthy eating
habits and vocabulary in the English language in different methodical and pedagogical
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ways. According to the Harvard Business School and Harvard Medical Center (2016) 50
students were studying the healthy eating pyramid and food plate. The evaluation shows
how different students have access to new vocabulary in English language.
For the incubation process it was an advantage that the students had been familiar with the
topic from their professional working experience.
According to Dunst (2018) a case study of 2993 shows that students between 15 to 25 years
of age that every 10th student is vegetarian and 90 % are buying only organic food in
Austria. Furthermore, the healthy eating plate and healthy eating pyramid are lesson topics
in their first year of education at the Vocational School for Tourism. Healthy eating plays an
important economical factor in Bad Gleichenberg and in the Styrian Volcanic Region. For
this reason students were developing a new so called “A” diet plan.
The implementation of the new created healthy eating plate started in June 2016. Three
adults started with the “A” diet plan and the evaluation of the project was in January 2018.
During the incubation process the students developed their own “A” healthy eating plan
which got implemented and evaluated.

Fig. no. 3 “A” healthy eating plan
Source: author

According to Gujel (2002) it is very important besides the eating and drinking habits to
spend enough time in nature. No wheat, no sugar, less salt, vegetables, fruits and fish are on
the “A” diet plan. Enough water and tea is also very important.
Results
Bad Gleichenberg, a small village in the Styrian Volcanic Region, is a center of worldwide
tourism education. There are the Vocational school for Tourism, the Tourism schools with
qualification for University entrance and the University of Applied Sciences with studies for
Dietetics and Nutrition, Health Management in Tourism Occupational Therapy. Tourism
industry plays an important economical factor in Bad Gleichenberg and in Austria. Statistics
of overnight stays show an increase of overnight stays in Bad Gleichenberg and in Austria.
Table no. 1 Research of overnight stays in Bad Gleichenberg
Year
2013
overnights Bad 298.008
Gleichenberg

2014
303.985

Source: author based on Statistic Austria
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2015
297.433

2016
303.694

2017
312.606
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Table no. 2 Research of overnight stays in Austria
Year

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

Million

121,4

126,7

124,3

124,9

126,0

131,0

132,6

131,9

135,2

140,9

144,0

Source: author based on Statistic Austria

Fig. no. 4 Research of education in Austria compared to OECD
Source: author based on OECD

Within the community of Bad Gleichenberg 40 % of the inhabitants attended Vocational
Schools.
The evaluation of competences shows that out of 100 companies in the Styrian Volcanic
Region consider the following competences as the most important for students. 95% of the
companies expect competences according to Fenz (2012).
In addition 89% of the company owners demand interpersonal competences, 30%
international competences and 94% management competences.

Fig. no. 5 research on competences
Source: author based on Fenz
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Besides the regional supply of human resources, the interviewed firms were also asked
whether they receive support from regional educational institutions. 85 % of the interviewed
answered the question with a clear yes, which means that enterprises benefit from the
educational institutions in the region.
The evaluation of the healthy eating project shows the following competences like
languages (English), entrepreneurship, social, interpersonal and professional. According to
Thaler (2014) different ways of motivation are important for studying a language. Intrinsic
motivation like the joy of speaking but also the extrinsic motivation or factors like good
grades are important factors.
According to the Austrian Federal Economic Chamber (2017) 87% of the Styrian
Companies expect simple understanding of English language. But one third of the
enterprises want apprentices with fluent English language skills. The developed “A” eating
model got implemented in June 2016 with three adults. In January 2018 they were evaluated
concerning their weight loss in kilogram:
Table no. 3 research on “A” diet implementation
Petra, 40 years, 174 cm
Astrid, 45 years, 172 cm
Richard,49 years, 170 cm

06/2016
113
102
113

12/2016
95
90
100

06/2017
85
85
95

01/2018
80
79
89

weight loss
33 kg
23 kg
24 kg

Source: author

50 students studied vocabulary for the healthy eating project in different ways. The student
got questionnaires for the evaluation. The data collection was anonymously and the students
were between 15 to 25 years old. The research took place under the supervision of the
English teachers:
Table no. 4 research on methodology
Looking at the book
Auditing and repeating
Writing off the book
Writing a wordlist
Solving a crossword
Using phone, internet

1
7
15
10
16
9
10

2
14
16
18
20
9
7

3
10
7
10
12
7
9

4
7
7
3
2
3
7

5
7
4
9
0
9
7

6
5
1
0
0
13
10

Source: author

Student´s evaluation shows grades from one (the best) to six. Auditing and repeating and
writing a wordlist received the best grades from the 50 students.
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25
20
1

15

2
3

10

4

5

5
6

0
Looking at
the book

Auditing Writing off Writing a
the book
wordlist
and
repeating

Solving a
crossword

Using
internet,
phone

Fig. no. 6 research on vocabulary skills
Source: author

The case study shows how the environment impacts on the process of implementation and
reflects on job creation and new companies play an important economic role. Students are
creative, motivated and show a high level of commitment during the process of planning,
incubation, implementation and evaluation.
Tools to support the economic point of view are necessary for them. Learning by doing is a
future challenge for teachers. Motivation and innovation by teachers are necessary to reach
long-term results. Increased energy input and perseverance lead to positive feedback.
According to Thiel (2014) research-oriented teaching can be evaluated concerning
methodological, communicational skills and content knowledge. The research and
evaluation of this competence oriented project and the economic surroundings are reflecting
on current scientific knowledge. The relationship between innovative teaching and learning
research influences student´s learning.
Conclusions
The practical significance of this paper is to be seen in the fact that the Bad Gleichenberg
Region created very innovative regional collaboration among enterprises and collective
learning. Improvement within the regional network of regional actors guarantees further
success. Furthermore, the research shows that competences acquired at school are
fundamental for future employers. This means that competences need to be trained in local
schools and high schools like in Bad Gleichenberg. The competence oriented project and
research at the Vocational School show the importance of competences at schools for the
economic future. Following key competences like social, cultural expression,
communication in foreign languages, professional and entrepreneurship are presented within
the project.
The result of the research of 100 companies in the Styrian Volcanic Region should be the
evidence of a further successful economy and innovation within the region. This research
result is also proved by statistics of the Austrian handbook of expansion (2017). It shows
that the most expanding companies in Austria are found in the tourism sector (3rd ranking)
followed by clothes and beverages. Tourism education in Bad Gleichenberg is not only
famous within the region but has a worldwide reputation.
The education of future employees is reflected by competences trained at schools and is
mirrored by the motivation of teachers. In view of these findings the implementation of
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competence oriented lessons will start in September 2018 at the Vocational School Bad
Gleichenberg.
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Abstract
Predictions, surveys and analyzes on the megatrends of the 21st century and their drivers are
ubiquitous. Globalization, digitization, new work, demographic change, climate change and
scarcity of resources as well as sustainability are controversially discussed topics of
renowned research and consulting companies, organizations, governments, economy and
society. The common attributes of those discussions are: the high sense of urgency, the
requirement for flexibility, courageousness and vision, and the immediate need for action to
secure the economic future and the future of the planet.
In November and December 2017, an online questionnaire on these topics was conducted
with selected Chambers of Commerce to benefit from their wide-ranging connections and
networks as well as from their extensive knowledge and experience regarding the current
trends, drivers and developments. The survey covered the areas of: New technologies and
digitalization, globalization and volatile markets, leadership and employees skills, ecology
and sustainability.
Keywords
Megatrend, digitalization,
questionnaire survey

globalization,

sustainability,

Chamber

of

Commerce,

JEL Classification
F60, O30, Q0, J0, M20

Introduction
The year 2018 has started and everybody forming politics, economy and society is looking
forward to the relevant topics he or she has to deal with. Likewise, well-known research and
consulting companies, organizations, governments, notable companies and influencing
personalities recently published their outlooks on the trends, drivers and developments for
the current and the following years which will have significant influence and effects on
economy, society and environment. The relevant questions are, what are bottom line
megatrends, how can they be recognized and what effects will they have? Therefore, as a
first approach to this study and to gain a general and common understanding, the article
starts with a brief definition of megatrends, their primary attributes, and their drivers.
Afterwards, the context of the research and the research methodology will be shortly
explained. In the central part, the results of the questionnaire will be presented and finally
discussed.
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Megatrends, their characteristics and drivers
To identify a megatrend, it should be questioned first, what a trend is, and how it can be
recognized. According to Horx (2010), a trend in its real sense is no other than a change
movement or a transformation process that can occur in the most diverse areas of life - from
economy to politics to the consumer world. Based on Pufé (2017) a trend describes space
and time spanning changes and currents in all areas of society. In a nutshell, it can be
summarized that trends are changes in three characteristics: time, range and strength.
In the literature, trends must fulfil the following premises to be counted as a “megatrend”.
They must:
 have a half-life either of 25-30 or 50 years;
 have a global character, which can differ in its strength and specificity;
 have an impact on all areas of life and show effects (economy, politics,
consumption, and so on);
 be partially intertwined and influence each other (Zukunftsinstitut, 2016, Horx,
2010).
Straightforward, the term “megatrend” could be based on the definition of “trend” and the
synonyms for “mega” - defined as: an enormous change over an extended period with
massive impact on all areas of life worldwide. In the following table no. 1, the authors have
listed the current trends which are considered to be “megatrends” and the respective
influencing drivers. Some of these drivers are contrary to the megatrends and can therefore
be considered counter-trends.
Table no 1: Megatrends and their main drivers
Megatrend
Globalization
Technological
change &
Digitalization
Future of work &
Organisations
Future of mobility
Demographic &
Social change
Health & Wellbeing
Urbanization
Climate change &
Resource scarcity
Sustainability &
Transparency

Main drivers
Economic growth, Outsourcing, Offshoring, Global supply
chains, Global competition, Glocalisation & Populism
Innovation, Artificial intelligence, Virtual reality, Big data &
analytics, Connectivity, Robotics & automation, Cyber security,
Attentiveness, De-digitization & Re-analogization
Economic survival, Knowledge Society, Mobile work, Always
on, Generational change, She-economy, Customer centred,
Work life balance
Sharing economy, E-Mobility, Autonomous driving
Population growth, Population aging, Individualisation, Political
nationalism, Inequality, Social Media, Social Cocooning
Wearables, Bio food/ slow food, Veganism, Fairtrade
Rural exodus, Urban growth, Sub-urbanization, Smart Cities,
Renaissance of rural life
Global warming, Greenhouse gas emissions, Natural disasters,
Lost of biodiversity, Fossil resources limitation, Water & food
shortage
Green & Blue economy, Neo ecology, Circular economy, Waste
management, Recycling, CSR, Renewable resources

Source: authors’ compilation based on Zukunftsstark, 2017; Pufè, 2017;PWC, 2016 and OECD 2016

All those megatrends had and will have also in the future worldwide influence on the
economy, society, politics and environment. Even if their peakedness is stronger in some
areas, regions and at certain times, they are always omnipresent.
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General context of the research
It is undisputed that globalization and the internationalization of the economy imply many
opportunities, but before companies can go global, they have to deal with local law and tax
regulations, local resources and infrastructure, as well as security requirements in diverse
countries. Those trade and entry obstacles make it increasingly difficult for companies
around the world to enter a local market and pose a risk. Here the Chambers of Commerce
come into play: they should help their members in the respective destination country with all
the necessary information, contacts and consulting. Generally spoken, the role of the
chambers is to promote the foreign trade with their home country and to consult, support
and represent the companies of their home country within the state where they reside.
Therefore, they establish international networks with local companies and members, support
and run fairs and events and provide additional local services like legal and tax consulting,
market entry and on-site support, market analysis, recruitment and hiring support, and
accounting service.
Due to the chambers activities, services and international networks it can be assumed that
they have a wide-ranging expertise, extensive knowledge and experience regarding current
trends, drivers and developments. In addition, they maintain close contacts with
governments, NGOs, education and research facilities as well as to all sectors of the
economy.
Objectives and research methodology
The goal of this article is to outline the current trends, drivers and developments and how
their impact and significance is seen and rated by internationally operating Chambers of
Commerce. Furthermore, the outcome of the questionnaire is counterpointed to contrastable
results of surveys and predictions from well-known consulting and research companies and
organizations. To gain the needed primary data an online survey was conducted between
November - December 2017 among 30 selected Chambers of Commerce from five home
countries located in seven different countries. The selection of chambers was based on
linguistic and personal criteria, and the questionnaire was available in German and English.
The participation was voluntary with the promise to treat the given data confidentially and
largely anonymously. As for the structure of the questionnaire, it consisted of five sections
and a closing demographic part. It included 21 multiple-choice rating questions using a 3 to
4 level Likert-style rating scale. 37% of the Chambers of Commerce answered the survey.
All in all the sample can be clustered by the home country of the chamber as follows:
 Austria
36%;
 Germany
36%;
 The United Kingdom
18%;
 The United States of America 09%.
Research results and discussion
The results of the questionnaire were analysed and statistically processed with different
descriptive and interpreting statistics (e.g. arithmetic mean, standard deviation and
variance). The significant findings and their relation to current predictions and results from
other surveys will be presented in the following sections.
Technological change & digitalization
It is unarguable that the world is changing ever faster and the innovation cycles, in which
the technical development progresses, get shorter. Digital technologies are one of the main
drivers of this century and have a striking influence on society and economy. Therefore the
chambers were asked to select five out of 16 technologies that, according to their opinion/
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experience, will be of the highest importance for the companies in the upcoming years. In
the following chart the top six results are presented.

Figure no 1. Top 6 selected technologies
Source: authors' calculations based on dataset

Likewise, McKinsey (2017), PWC (2018a), Gartner (2017) and many other renowned
consulting and research companies and organizations consider artificial intelligence (AI) as
the top subject for the current and future years. AI will change the economy and society and
is regarded as the motor of growth as well as the source of excitement and concern. On the
second and third place, the chambers selected E-Mobility & Autonomous driving and Big
Data, Data Mining & Analyzsis with only one respectively two points less than AI. The
mobility of the future is driven by the trends towards electromobility (due to environmental
issues, such as reducing CO2 emissions), alternative energies, and digital transformation.
Electric vehicle sales increased by 52% worldwide in 2017 (PWC, 2017) and more and
more countries and governments have announced that they will sponsor and push the change
and ban cars with combustion engines within the next few years. It is also expected that Big
Data and Analytics will gain a stronger foothold in all areas of the economy as the evidence
of their positive effects on business results and customer satisfaction becomes more and
more valid (Homsy, 2018). Big Data is also on the top of the lists from other well-known
consulting and research companies like PWC, KPMG and Forrester.
In the recent years, numberless companies, governments and organizations have initiated or
realized digitalization projects, and that is why the next two questions focused on the
expectations and obstacles which come along with the implementation of digitalization
projects. The chambers were asked to rank them by their importance from low to high. The
top six results per category are listed in the table below. For both, expectation and obstacles,
ten aspects were given. The first place within the expectations had a variance of 0.09 which
shows a high level of agreement, on the contrary the first point of the obstacles had a
variance of 0.29.
Table no 2: Expectations & Obstacles aligned with digitalization projects
Expectations
Increase of productivity
Reduction of costs
Increased competitiveness & expansion of the market position
Increase in sales
Improved integration of partners & suppliers into the value-added process
Higher flexibility in the workforce (e.g. crowdsourcing)
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Importance
2,9
2,5
2,5
2,4
2,4
2,3
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Obstacles
Lack of IT skills of the employees & availability of specialists
Legal concerns & requirements for data security & protection
Difficulties in the conversion of existing IT systems & processes
Lack of organization flexibility to change / agility
Uncertainty about future technologies & market standards
High costs & complexity & risk

Importance
2,5
2,4
2,4
2,4
2,1
2,0

Source: authors' calculations based on dataset
(Scale: 3=high importance, 2=medium importance, 1=low importance)

The expectations and obstacles related to digitalization projects selected by the chambers
can be perfectly mapped to the results of the “Global Digital Transformation Survey
Report” conducted by Fujitsu in February 2017. In this survey business leaders were asked
which digital transformation projects have provided which outcomes, and what have been
the factors hindering the progress of digital transformation projects. As the main benefits
and the primary obstacles, the respondents selected similar aspects and it proves that the
lack of right skilled resources is one of the leading issues within such projects.
Globalization & international Competition & volatile Markets
Globalization describes the increase in traffic of goods, services, finance and people around
the world and the global merging of markets. Currently globalization experiences a backlash
because some countries and parts of the world start focusing on themselves, like the
"America first" strategy of Donald Trump, the Brexit or the strong growth of European
populism.
The chambers were asked at the beginning of this section if they believe that globalization
has a negative (1), neutral (2) or positive (3) impact on the economy from the viewpoint of
their home country and their country of residence. The arithmetic mean for both viewpoints
were 2.8, only the chambers of Germany and Austria had an average of 3.0.
At times, the topic of globalization is increasingly controversially discussed in the media.
Globalization is said to have stagnated for some years, resulting in an aggravation of the
imbalance between rich and poor thus fears are fomented. It is unarguable that globalization
does not only have positive effects, as well as it also bears specific risks. The authors
compiled a list of possible negative or risky scenarios which are often discussed in the
context of globalization and digitalization. The chambers were subsequently asked to judge
the likelihood with a 4 level Likert scale of those possible future global developments. In the
following table number 3 the highest ranked results out of 13 possible scenarios are listed.
The chambers of Germany, the United Kingdom and the USA considered the point “Expert
deficit on the labor market leads to increasing international competition for talents” on top
priority with a rate of 4.0. Instead, the Austrian chambers gave the highest likelihood to the
point “The gap between rich and poor will grow in the world” with 3.8. The point “Rise of
international terrorism” had the lowest variance with 0.16 and the point “Creation and
bursting of a speculative bubble with a stock market crash” had with 0.82 the highest
variance which shows an extreme disunity.
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Table no 3: Possible future global developments (top 6 results)
Possible future global developments
The gap between rich and poor will grow in the world
Expert deficit on the labor market leads to increasing international
competition for talents
As a result of wars, poverty and climate change, rise of international
refugee flows into industrialized countries
Rise of international terrorism
Strengthening of the populism & increasing xenophobia
Economic influence and importance of India & China is growing and
overtaking the position of European Union

Likelihood
3,7
3,6
3,6
3,2
3,2
3,2

Source: authors' calculations based on dataset
(Scale: 4=most likely, 3=more likely, 2=rather unlikely, 1=very unlikely)

A comparable set of possible future global development trends can be found in the recently
published Global Risk Reports 2018 of the World Economic Forum (2018), in the results
regarding the concerns about threats of the PwC’s 21st CEO Survey (2018b) as well as in
many current publications and discussions about economic, ecological and social risks and
developments concerning globalization and economy. For example, the issues of trade wars,
cyber attacks, poverty and weather extremes are reflected by the latest headlines.
Ecology & Sustainability & Responsibility
Recently there have been more and more news of natural disasters, such as storms,
earthquakes, floods and drought, so it is not surprising that society´s call for environmental
awareness and sustainable environmental protection is growing louder. Similarly, issues
such as scarcity of resources, demographic change, and food security are forcing politics,
business, and society to increasingly address sustainability and safeguard the planet for
future generations.
Asked about the importance of the three dimensions of the sustainability triangle (economy,
ecology and social) as well as about the corporate culture in a sustainable and responsible
company the chambers assigned ecology and corporate culture with 2.8 the highest
importance (max. 3-very important). Economy closely followed with 2.7 and social with
2.6, and both of them also showed a higher variance. All chambers ranked the question
about the general importance of sustainable and responsible behavior/acting of companies at
3.6, only the Austrian chambers ranked it higher with 3.8.
It is undeniable and generally accepted that companies nowadays should bring economic,
ecological and social goals into line. For this purpose, politics must provide the appropriate
framework and fix sustainable behavior into law and regulations. Though many studies have
shown that sustainable behavior has a positive impact on the results, the market value and
the future of companies, there are still companies that consider sustainability to be a burden
rather than an opportunity. Therefore, the next two questions focused on either the reasons
for a commitment to sustainable business engagement or for barriers / obstacles hindering
the usage of measures for sustainable management. For both, the top six results based on
their importance are listed in the following tables 4 and 5. For both questions, a 4-level scale
was used, ranging from very high importance (4) to no importance (1).
Financial aspects (cost reduction and increased revenue) and risk mitigation were
surprisingly ranked last to be reasons for sustainable business engagement. Usually financial
and risk aspects have a higher significance when companies change their strategies.
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All three, top listed “pro sustainability” issues can be associated with company market
value, reflecting the great importance of branding, marketing and innovation in the volatile
and competitive market environment.
Table no 4: Reasons for a commitment to sustainable business engagement
(top 6 results out of 13 options)
Reasons
Importance
Increasing the attractiveness of the company (e.g. for new employees)
3,5
Image, Marketing, Advertising effect
3,5
Competitive advantages through the development of innovative products
3,5
& services (e.g. electric drive)
Employee motivation & retention
3,4
Requirements from clients & customers
3,2
Ethical, moral motives, personal values, tradition
3,1
Source: authors' calculations based on dataset

Table no 5: Barriers/obstacles hindering the usage of measures for sustainable
management (top 6 results out of 9 options)
Barriers / obstacles
Importance
Lack of financial resources /high costs to implement appropriate measures
3,2
Lack of knowledge about implementation of measures for sustainability or
3,1
the development of a sustainability strategy
Lack of personal conviction about the value of sustainable economy
2,9
No state sponsorship, no attractive incentive systems
2,9
Lack of interest of stakeholders (customer, employee)
2,8
Lack of human resources or suitable employees
2,8
Source: authors' calculations based on dataset

The first place of the barriers reflects the widespread mistaken belief that the costs of
placing sustainability into company´s business strategies would outweigh the benefits.
Overall the results are very similar to other comparable surveys and publications like “The
innovation bottom line”, a global executive study from MIT Sloan Management Review and
The Boston Consulting Group (2013) and “The UN Global Compact-Accenture Strategy
CEO Study” (2016). To sum it up, it can be stated, that companies integrating sustainability
into their corporate strategy recognise the benefits of loyalty and support from all internal
and external stakeholders. They make a decisive contribution to secure and create a better
future for themselves and their future generations.
Conclusions
The results of the survey differ in some respects from the general ranking in forecasts or
other survey results, sometimes there are also different ratings between the chambers of the
respective home countries. Due to the number of participants and the significance, these
differences could not be fully considered in this paper. Nevertheless, the main trends,
drivers and developments and their significance for the 21st century could be acknowledged
by the results of the survey and are also be substantiated by the latest headlines.
Globalization and its interlinked other megatrends must be considered to be a logical
consequence of legitimate development, whereas the policy makers needs to establish the
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general framework and binding regulations. Based on the “iron economic law” each
performance process must have an adequate management process. Therefore, it is necessary
to stop the small-scale way of thinking and promote the international management and
allocation of the capital, like the European Union and UNICEF are requesting. Only then,
the whole world can get the positive results out of the globalization, and equality for all
could be established. Research about these topics and related actions of companies are still
needed, mainly because they have to deal with risks and utilise the opportunities from those
trends. Therefore, a next step could be the verification of the findings through an expert
survey or a second questionnaire for internationally operating companies.
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Abstract
Global economies have endorsed fundamental changes on global economies in the last few
years, regardless of the level at which it is perceived. We have become witnesses to a world
where trade and capital flows across economies have grown so much that globalization of
the economies is a reality, globalization has become a formula able to open the gates of all
present and future dilemmas.
The world in which national economies were relatively isolated, through distances, time and
language differences, government regulations, but above all through the borders of
commercial and investment flows, is progressively being replaced by a world in which
national economies connect, becoming an independent economic system.
Globalization is a complex structure that has its own logic to influence today, directly or
indirectly, the politics, environment, geopolitics and economies.
The phenomenon of economic, social, political globalization, with counting the accretion of
international goods and capital flows have led to the development of conditions and
opportunities of economic progress and development, and the access of extraordinary
opportunities has led to the opening of markets, the impulse of commerce and the possibility
to assimilate new technologies.
The methodologies used for the study are a systematic literature review and an evaluation of
existing studies with relation to globalization and effects on the emerging markets.
In this paper we analyse the stimulus for implementing innovation by emerging companies
in emerging market economies.
The results showed that globalization has an positive effect on emerging markets, creating
possibilities for innovation and development.
Keywords
Emerging powers, globalization concept, foreign direct investment, innovation, consumers
choice, efficient organization of production.
JEL Classification
M16, O11, O44, O50, F22, F23, F43, F63, F64

Introduction
The major consequence of ongoing changes is the configuration of a multipolar world in
which emerging powers fulfill an increasingly important role globally, as an significantly
factor in the restructuring of international order, signaling their policies. The transition from
american influence to globalization in terms of the nature and distribution of power globally
changes the geopolitical configuration of the world, and represents for science and social

74

New Trends in Sustainable Business and Consumption

practice a challenge that reiterates some theories, concepts and principles that guide the
practice of governance in the context of globalization.
The moment of recognizing the need to include representatives of emerging countries in the
debate and search for solutions to the challenges faced by mankind in the 21st century was
the formation of the G-20 decision-making group to discuss the critical issues of global
governance. The new structure responds better to current needs than the G-7.
Emerging economies are an active factor in the global economy, not only through the
BRICS convention, joint actions, but also by establishing a variety of alliances between the
different emerging countries, especially from ex-communist countries.
The most spectacular result of the emerging powers is the high rhythm of development, in
the context of the succession of a global financial crisis, recessionary phases and the current
sovereign debt crisis of developed countries.
We should accept the next wave, rather than stimulate a resistance on it. It has been a
growing ideologies of globalization opposition faces narrowing immigration policies.
However, the data shows: economic globalization is still the way to go by all economic
operators; in fact, the globalization direction has shifted from developed economies to
emerging economies, emerging economies need to take advantage of the opportunities that
globalization will bring.
Although the developed countries have a great impact on the world, the growing economies
seem to deal with the globalization differently. From a medium to long-term perspective, the
data indicate that the impact of the developed economies could be affected. Trade, as a
percentage of GDP, has known a constant development since 2011. Although there has been
a modest slowdown in world trade in dollar-denominated assets, much of this decline could
be proven to be a statistical illusion given the impact the strength of the dollar, and
overlapping factors, such as the decline in the U.S. dependency on external energy and the
lower long-term price of assets (OECD, 2007).
In post-2008 crisis capital inflows, global foreign direct investment is recovering robustly.
Although it fell to $ 1.2 billion in 2014, it quickly recovered to $ 1.76 billion in 2015, the
highest since the crisis. Global transnational mergers and acquisitions amounted to $ 4.9
billion in 2015, surpassing the $ 4.6 billion in 2007 and providing clear evidence of the
expansion of multinational corporations in the context of globalization.
Along with the relaxation of legislation and trade policies between world economies,
globalization opens ways and opportunities and for enterprises in emerging economies to
innovate and to grow their competitive position. A lot of these opportunities rise through
competition from, and linkages with, foreign companies (Enache & Merino, 2017).
Theoretical Literature - Methodology
While economists paid attention on the effects of globalization and the productivity of
companies in emerging economies, the recent research begun to monitor the effects of
globalization on innovation. There are two branches that can affect the acceleration on
innovation: gained knowledge and product competition (Gorodnichenko et. al, 2009).
Consumers are more informed and they learned to choose products on a price-qualitybenefit analisys and if a company has a product with superior quality that of competition,
the company will gain more market share even if the number of low quality competition
becomes swiftly large.
What matters is that products from emerging economies, with good quality and small prices
have access and make competition to quality companies in advanced economies, and the
effect of globalization has an impact on every economie advanced or emerging.
It is the former communist countries from Europe, along with BRICS, have the best chances
to benefit of the present globalization, not – or not primarily – since of trade policies, but
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since of the direct impingement as part of the liberalization of foreign investment and
knowledge transfer.
Economists have supported the idea that competition will influence the process of
innovation and the impact on economies by providing creative ideas for efficient planning
of production, putting pressure on costs, and motivating innovation.
Recent research have shown that competition has different effects on companies/ economies
that are eager to innovate and it’s build upon their level of competence.
Enterprises are expected to change their habbits and to be influence by competition to
innovate and to rise the efficiency of production, since competition reduces their preinnovation rents. Innovation enables these efficient companies to gain competitive
advantage and therefore to increase their post-innovation rents.
In a related research derive the prediction that companies located in a more pro-business
economie are more likely to respond by innovating. This is since the pro-business
economies enables these companies to be more efficient than companies in restrictive
regulatory environment, and more efficient companies respond to competition by
innovating.
Business competitiveness has now developed to a sophisticated global competition
characterized by networks of global networks that bind economies, institution and
consumers in an interdependent global economy. Economic alliance results from the
relaxation of trade policies and the increased movement of goods and services, investments,
labor and knowledge around the globe. The global competition is being pushed by the
phenomenon of an increasingly borderless global economie, by technological advancements
and by the rise of emerging markets such BRICS and former post-communist countries, a
process of ‘flattening of the world’.
Emerging economies now makes as much trade, investments and knowledge transfer as do
developed economies.
The increased expansion to globalization is generated by many factors, including the use of
technology and knowledge; political development that favorites cross-border trade
agreements and more relaxed trade policies; and global competition for the increased
numbers of consumers. From researches we can identify 5 key trends:
1. The chance of growth toward emerging markets compared with developed ones,
pushed by the increase of middle-class consumers in the emerging economies
2. The need for a more efficient productivity and an increase of consumption in
developed countries
3. The global connectivity and easiness of trade, as previously showed, and in
particular the phenomenon of an ‘flattened earth’ that bust the opportunities,
innovation and competition
4. The increased request on demand and deliver of resources, in particular to supply
developing companies, along with the regulations on environmental protection
5. The challenge facing economies to develop policies for economic growth and
stability
Globalization has led to the disappearance of differences in regional growth rates, driven
largely by BRICS and other emerging countries (see Figure no. 1). Investors are interested
in developed and emerging economies, with 78 and 75 percent of investors planning to
maintain or seek new investments in these economies (see Figure no. 2). Frontier economies
remain somewhat less popular, with only 69 percent of investors planning for new
investments there (Castro, G., A.T. Kearney Foreign Direct Investment Confidence Index®,
2017).
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Investors that already invested or are looking to invest, trading into the economies is the
most popular way of investment across assets. However, investors develop their production
in emerging economies (48 percent) and outsourcing in emerging economies (45 percent)
(Castro, G., A.T. Kearney Foreign Direct Investment Confidence Index®, 2017).
An 75 percent of investors plan to increase their investments in the coming years, up from
an already high 71 percent in the last year. Although this intention to increase investments is
consistent across regions and sectors, investors based in Asia (79 percent) and those in the
IT sector (83 percent) are eager to boost their level of investments (Castro, G., A.T. Kearney
Foreign Direct Investment Confidence Index®, 2017).
The availability of quality investment is the most often reason to increase investments,
followed by the macroeconomic environment. These branches could be related, as slow
economic growth in recent years may have made some high-quality targets vulnerable to
takeovers since of inefficient performance, while lower investment levels since the 2008
financial crisis may have created potential investments(Pavcnik, N., 2000).
Investors also point to an availability of funds, motivating their decision to increase
investments, which could signal a forthcoming rebound in business more generally. It is
notable that risk tolerance is a primary factor driving investments in the coming years, as
this relates to a shift back to emerging markets as investment destinations as well as an
overall diversification in the markets where companies plan to invest (Castro, G., A.T.
Kearney Foreign Direct Investment Confidence Index®, 2017).
Global trade is progressively including developing economies judged to have growth
potential, with investments from developed economies to emerging economies.
Figure 1 shows from research by the AT Kearney of the foreign investment intentions and
preferences of the leaders of top companies spanning six continents.

Fig. no. 1. FDI Confidence Index
Source: A.T. Kearney, 2017
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In today’s turbulent and fast-changing business environment and global companies varied
operations in domestic and global markets, search engines are very useful and have been
introduced in a multitude of languages.
In global business, big data is an important factor of search engines. The Economist in its
annual World wrote that mny companies will analyze huge quantity of data to optimize
everything, from their suppliers to their customer relationships.

Fig. no. 2. Foreign Direct Investment Confidence Index
Source: A.T. Kearney, 2017

Consumer behavior in the context of globalization
Consumer behavior is the set of responses-attitudes, actions, measures, initiatives that it has
to meet needs by using existing economic assets, or to base decisions on the use of income
or for purchasing goods, services, savings. Consumer behavior is composed of behavioral
behavior and consumption behavior. There is also a difference between the consumer and
the buyer, meaning that an economic agent can be a comparator, but not necessarily a
consumer.
Consumption 'the main element of economic activity', as Keynes calls it, is directly
dependent on income levels and mediated by the level of efficiency. As the economic
efficiency increases, they increase revenue, which in turn provides money for increasing
consumption. But alongside the income, the size of consumption is also influenced by the
overall situation of the economy and its future prospects, by the natural-geographical and
socio-cultural conditions in which the population lives, the traditions, the age of the
consumer.
Over time, the structure of consumption also changes, meaning the importance of various
categories of goods for consumers. When income is reduced, most of it is affected - meeting
vital needs: food, clothing and housing. As revenue and consumption increase, the share of
spending to meet vital needs is reduced, parallel to the increase in the revenue side to cover
the heightened needs of a spiritual and socio-cultural nature.
Globalization has a strong influence on consumption in the sense of diversification,
increases the speed of access to any economic good destined for sale or financial, increases
the efficiency and flexibility of markets, encourages e-commerce.
Emerging countries are signaling important mutations in consumer perception of products of
different brands (Galavan, R., et. al, 2008)
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Given the situation in the markets, especially after changing the political regimes of
population oppression, consumers only perceived the differences between local and
imported brands, providing global differentiation elements (especially through quality and
product presentation) without you could specify brand-level details. After a certain period,
the consumer improves his / her personal experience, with consumers starting to make a
difference within a product group.
Multinational and transnational companies - a company that plays an important role in
globalization, whose capital comes from several countries and operates concurrently in
different countries - has a special role to play in shaping consumer behavior.
In terms of their definition, a unique definition can not be given, as the word 'multinational'
is understood differently by researchers and business people. Researchers say that they are
companies with a very high economic power that can definitely influence the economy of
the markets in witch it operates, while businesspeople say they are enterprises whose capital
comes from other countries.
The fact that the number of these companies, their economic strength and their power to
penetrate almost any market has permited them to develop alliances, unions, that have come
to dominate the whole world.
Being focused on profit, foreign companies are anchored so much in the host country's
economic environment that they forget their country of origin. Many corporations are not
focusing on focusing on the opening of new headquarters in the home country in favor of
the host country, especially if it offers important advantages in terms of labor cost, taxes,
low cost of production. This concentration of large foreign companies in the economy of
other countries only contributes to the latter's development by creating new jobs, additional
capital and know-how, but also exerting pressure on the governments of the country of
origin as a result of rising unemployment (OECD, 2016).
The expansion of transnational companies is stimulated by the opening, liberalization and
elimination of national restrictions. The expansion of the transnationals and the increase in
the degree of internationalization of their activity determined their internationalization,
mitigated the importance of the idea of national restriction, their overall activity not being
sensitive to national restrictions or regulations.
Findings and Predictions:
Globalization increases competition in emerging economies and the effect of competition on
innovation by local companies depends on the underlying theoretical model:
a. The effect of competition on innovation is positive
b. The effect of competition on innovation is positive for companies that are
close to the efficiency frontier and negative for companies that are far from the
frontier
Globalization motivates innovation by local companies in emerging economies through the
transfer of knowledge:
a. Companies that supply a larger share of sales to global markets innovate more
than companies that sell more to the local market
b. Companies that export larger share of their sales innovate more than
companies that sell more to the local market
c. Companies that import a larger share of their inputs innovate more than
companies that buy a larger share of their inputs on the local market
Companies in economies with a more pro-business environment are more likely to respond
to competition with more innovation than companies in less pro-business environments
(Gorodnichenko et. al, 2009).
While no researches have yet tested for the direct impact of foreign investment on local
companies innovation, the investment literature has tested for efficiency gains that local

79

BASIQ INTERNATIONAL CONFERENCE

companies might obtain from the presence of global companies in upstream or downstream
activities. The researches finds no positive efficiency effects in domestic companies that are
in upstream relationship with foreign companies, but it detects large positive efficiency
gains in domestic companies that are engage in downstream activities with foreign
companies.
To support the statements outlined earlier we used information from 2002-2005 from
Business Environment and Enterprise Performance and Enterprise Performance
Survey(BEEPS). The survey is made on 7.900 companies in 27 emerging countries. The
research relied on sampling frames and questionnaires, the surveys used stratified random
sampling, depending on sectoral composition (manufacturing vs. services) determined by
their contribution to GDP.
In this study, they develop the idea that innovation of new products, gain knowledge,
adoption of new ideas and technologies or obtaining quality certifications. They use
variables rely on answers to the questions about whether local enterprises have launched any
of the following initiatives:
1. Develop and launch of new products or developing an existing one
2. Installing new production technology
3. Obtaining new quality accreditation
The BEEPS data also show us the degree of competition confront by every company. A key
variable is the price to cost ratio, companies that are able to request a bigger markup are
supposed to have less competition.
Transfer of knowledge from foreign to local companies – developed by Sutton (2007) and
the foreign investment literature – is significant. Companies that have stronger vertical
relationship with global companies, either locally (by supplying them) or outside the local
market (by export or import), innovate more than companies that have weaker relationship
with multinationals (Gorodnichenko et. al, 2009).
A percentage increase in a local enterprise’s share of sales to global enterprises/ economies
or to exports has a comparable influence on the first types of innovation and a big positive
influence on acquiring a new accreditation.
Conclusions
Motivated by the recent research on globalization and the impact on innovation, we use rich
company-level informations from the emerging economies of the post-communist countries
and from economies that form BRICS, to test the effect of product competition and linkages
with global companies on local companies innovative activities. Our attention on innovation
is motivated by the fact that innovation is an important branch through which local
companies try to be competitive and existing economic literature focuses primarily on
productivity effects, assuming that the mechanism underlying these effects is innovation.
The findings are that trading with global companies or economies (exporting and importing)
induce innovation by domestic companies, companies that have market share tend to
innovate more, but pressure from competition, local or foreign, also motivates for
innovation.
Taken in their entirety, the results are encouraging and dangerous. While the backers of
globalization and market oriented companies may be disappointed by the finding that bigger
product competition and better pro-business environment do not encourage innovation, they
will be happy by the finding that foreign investments and foreign competition promote
innovation among local companies and that companies in a more market oriented economies
tend to innovate more.
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Abstract
Recent observations show a growing interest in active and intelligent packaging. One of the
noteworthy types of active packaging that has attracted considerable interest, also in
scholarly literature, is oxygen scavenger packaging. Its literature coverage, in turn, has
attracted the attention of tradesmen and other entrepreneurs. The sales of such packaging
have risen in lockstep with increases in the number of patents granted.
The article explores information on patents on oxygen absorbers used in food packaging.
The relevant patents were found in the Lens and Thomas Reuters patent databases. The
study timeframe is 1970 to 2015. Patent publications have been additionally correlated with
the number of articles published in scientific journals. Such publications were found in the
ScienceDirect database.
Factors determining the number of oxygen absorber patent filings have been identified by
means of LMDI decomposition analysis developed by Fujii.
Keywords
Active packaging, oxygen scavengers, polymer-based scavengers, iron-based scavengers,
patents.
JEL Classification
O31, O34

Introduction
The packaging industry has seen rapid growth for a number of years now. In 2016, the
packaging sector reached the worth of €698 billion. A further increase in worth to EUR
860 billion is expected by 2020. Poland too has reported a dramatic rise of the packaging
sector, gradually closing the gap between its packaging material consumption and that of
Western Europe. Such consumption is projected to rise to €298 per person by 2020
[Wasiak, 2017]. The mix of packaging systems that are on the rise includes intelligent and
active packaging. While some such systems may not be labeled intelligent or active, their
functionality is nevertheless consistent with the way that active or intelligent packaging
works [Cierpiszewski, 2016].
Interest in intelligent and active packaging has long been keen all across the world. It has
risen on the back of growing demand for quality food with long shelf life. The ascent was
additionally driven by a newly emerged consumer preference for high quality minimally
processed foods containing fewer additives that are also more durable and easier to prepare
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[WPO, 2009]. A significant factor to consider in discussing packaging trends is the role
that packaging plays in reducing food waste [Olsmats and Kaivo-oja 2013]. Such waste
can be greatly diminished by using intelligent and active packaging. The significance of
intelligent packaging for reducing food waste has been noted by Smithers Pira [2018].
Active and intelligent packaging is used widely in the USA, Japan and Australia. However,
its application in Europe remains limited, due most likely to legislative barriers whose
recent lifting has created opportunities for new development, as shown by consumer
behavior surveys [Restuccia et al., 2010].
Some of the most common active packaging systems rely on oxygen scavengers. Many food
products are highly sensitive to the presence of oxygen, which causes food to deteriorate,
mainly through oxidation [Choe & Min, 2006]. This chemical reaction may significantly
reduce the life of oxygen-sensitive perishables [Man, 2015]. The detrimental effect of
oxygen on food is commonly delayed with the use of antioxidants whereas food browning
can be slowed with synthetic preservatives [Decker, 2010].
The application of oxygen scavengers in packaging is gaining popularity as a way to
eliminate unwanted oxygen content [Foltynowicz, 2018]. Absorbent materials employed to
remove oxygen from packaging allow the concentration of oxygen dissolved in food or
initially present in the space above the packaged product to be reduced far below the levels
achieved in modified-atmosphere packages. Oxygen scavengers have the ability to lower
oxygen concentrations within packages to <0.0001% provided that appropriate oxygen
capturing materials and packages with high barrier properties are used [Brody et al., 2001].
Such low oxygen levels can be maintained for extended periods whose duration depend
largely on the oxygen permeability of the packaging material [Ramos et al., 2015].
1. Types and classification of oxygen scavengers
Oxygen scavengers are also referred to as oxygen absorbers or, less commonly,
deoxidizers. An overview of oxygen scavenger types varying in terms of material
composition, chemical and physical mechanisms of oxygen binding, scavenger form
(sachet, labels and extruded molds, film), the speed of oxygen removal, etc., is provided in
review articles by Foltynowicz [2018], Gaikwad and Lee [2017] and the reference
literature cited therein.
The oxygen scavenger market was worth USD 1.8 billion in 2016 and is forecasted to
reach USD 2.41 billion by 2022, with projected increases expected to proceed between
2017 and 2022 at the cumulative annual growth rate of 5.1% [Anonim, 2017]. While
oxygen scavengers may be growing at a slower rate than active, intelligent and smart
packaging (whose estimated cumulative annual growth rate between 2011 and 2021 has
been reported and is projected to be 7.7%), their share of the packaging market is
nevertheless set to reach 10%. Between 2011 and 2021, the sales of active, intelligent and
smart packaging worldwide are projected to rise from USD 11.7 billion in 2011 to USD 25
billion in 2021 [Harrington, 2011].
2. Patents
The growing significance of active and intelligent packaging and its promising projections
for future growth inspire interest in such systems, reflected not only in scholarly literature
but also, and most significantly so, in the choices made by traders and other entrepreneurs.
What counts for them is not only the way in which problems are solved but also the
practical applications, development trends and legal restrictions. Some of the related
dilemmas may well be resolved by examining patent information.
Patents play a vital role in today’s economy. They contribute to the dissemination and
effective use of patented technologies, foster innovation and help reward research efforts
[Moser, 2013]. Surveys and analyses of patent registers are crucial for innovation planning
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and management. They offer insights into the state of technology that results from the legal
status of the patented property as well as patent scope or reach. Patent analysis also allows
entrepreneurs to formulate appropriate business strategies early in the innovation cycle.
Bibliographic data can be used to identify active areas of research and the organizations
that operate in them [Lee at all., 2011]. The economic significance of inventions is
evidenced by the fact that inventors apply for international protection in the PCT - WO or
EPO system and can be demonstrated by citation analysis [Foltynowicz, 2011].
The aim of the study was to analyze the patent information available on oxygen scavengers
used in food packaging. The relevant patents were found in the Lens [2017] and the
Thomas Reuters patent databases. The study timeframe is 1970 to 2015. Patent
publications are additionally correlated with the number of articles published in scientific
journals. Such publications were found in the ScienceDirect database. A decomposition
analysis was performed by the methodology presented by Fujii [Fujii, 2016].
3. Discussion of outcomes
Figure 1 shows the number of patents and the number of publications on food packaging.
An analysis of the data in the graph shows clearly that interest in the new systems rose
markedly around the year 2000. This is particularly true for interest expressed in scientific
journal articles, of which almost 15000 annually have been published in recent years.

Fig. no. 1. Number of publications in scientific journals and number of patents on
food packaging (keywords: food, packaging; ○ – publications, ● – patents)
Source: Own research

For the sake of comparison, Figure 2 shows the number of patent applications and patents
granted for active and intelligent packaging. The data reveal similar upward trends for both
active and intelligent materials. It should be noted, however, that the quantities of the latter
are considerably smaller in absolute terms. It also appears that the number of patent
applications and patents granted for active packaging has reached its peak in recent years,
while the number of patents for intelligent packaging seems to continue to climb steadily.
Interest in such systems is growing and yet, in absolute numbers, it remains substantially
below the number of patents on active packaging. Figure 2 does not show the numbers of
articles on such systems that have appeared in trade magazines, as many of them do not
refer directly to “active” or “intelligent” packaging in their keywords and instead use the

84

New Trends in Sustainable Business and Consumption

chemical names of active substances, the names of microbes, etc. even where the systems
they describe meet the definition of active or intelligent packaging.

Fig. no. 2. Number of active and intelligent Fig. no. 3. The number of patents on
packaging patents (○ – active packaging,
oxygen scavengers according to the Lens
packaging patents (○ – active packaging,
database.
● – intelligent packaging)
Source: Own research

Source: Own research

As mentioned earlier, the sales of oxygen scavengers account for ca. 10% of the total
market for active, intelligent and smart packaging. However, interest in the latter, as
expressed through patent applications, is clearly greater: for instance, 326 active packaging
systems, 100 of which concerned oxygen scavengers, were patented in 2010 (Figure 3).
An analysis of the Thomas Reuters patent database covering the period from 1994 to 2013
showed over 3,000 patents and patent applications for oxygen scavengers. During the same
period, the Lens database reported nearly 1,900 such items. The discrepancy is highly
pronounced. According to the Thomas Reuters Patent Database, oxygen scavenger
patenting rose until 1990 and plateaued throughout the following decade only to fall
sharply in 2000. Meanwhile, a search of the Lens database shows that both patent
applications and patents granted leveled off. The active packaging sector and the related
research had been on the rise for decades. Such packaging first appeared in Japan, then
spread to the US and finally, considerably later, made its appearance in Europe. The
literature explained the lag with the absence of appropriate legislation and predicted
accelerated growth in the European Union once Framework Regulation 1935 of 2004 of
the European Parliament and the Council enters into force [EU, 2004]. It nevertheless
appears that the data provided in Figure 3 fail to support these forecasts. No significant
increase in patent publishing has been noted since the above date. Neither has there been a
significant rise in the number of patents granted in the EU member states. The U.S.
remained a patenting leader while China advanced to second place.
To identify the factors that influence the number of oxygen scavenger patent applications,
use was made of LMDI decomposition analysis [Fujii, 2016] to examine the overall
number of food packaging patents and the number of patents specifically concerned with
food packaging. The indicators employed for this purpose show priority given to research
oxygen scavengers (PRIORITY 1), priority given to food packaging tests (PRIORITY 2),
and total patent applications (TOTAL). PRIORITY 1 is a ratio of scavenger patent
applications over total patent applications for food packaging, whereas PRIORITY 1
shows patent applications for scavenger food packaging divided by total patent
applications. These ratios rise where increases in the number of oxygen scavenger patent
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applications outpace those in the total food packaging patent applications, showing that
their inventors focus on scavenger systems giving them a higher priority. The “TOTAL
APPLICATIONS” indicator shows total patent applications for food packaging reflecting
the overall R&D effort in the field.
The distribution analysis was made by Equation 1
(1)
where: POCH denotes the number of oxygen scavengers patents, TOT FOOD PACK
denotes total food packaging patents and TOTAL denotes the total number of all patents.
To compare changes in different periods, use was made of the following ratio (Equation 2):
(2)
where: t denotes a given period, and t-1 denotes the period that precedes it. After
computing the logarithm of and multiplying both sides of the equation by coefficient
the following equation was produced (Equation 3):

(3)
The resulting relationship makes it possible to examine patenting activity for interest in the
systems in question and the extent of the total food packaging research. The priority given
to scavenger research is revealed by the PRIORITY 1 indicator, placed on the right side of
the equation. The PRIORITY 2 indicator shows the impact of food packaging research
while the final indicator reveals the impact of the extent of such research.

Fig. no. 4. Impact of the importance of packaging systems and total patenting activity
on the number of inventions patented over five-year periods (the continuous line
denotes change in the number of patents,
change in the number of scavenger patents
change in the number of patents resulting from
resulting from shifts in importance,
interest in food packaging, and shifts in the extent of patenting activity)
Source: Own research
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As shown in Figure 4, the number of patents rose until 2005, propelled by increases in the
overall patenting activity and in patenting activity related to food packaging in particular,
as well as a sharp rise in interest in oxygen scavengers. However, while activity related to
food packaging patents has grown continually since 2005, the share of oxygen scavenger
patents declined markedly during that period.
The drop in the absolute number of both polymer- and iron-based oxygen scavenger
patents, as shown in Figures 5, may suggest declines in interest in oxygen-scavengerrelated research. However, it is also conceivable that the main oxygen-scavenger-market
players increasingly choose to protect their inventions through know-how to prevent
imitations of their products. Such periods of patenting inactivity have already been
observed, e.g. from 1990 to 1994 [Brody et al., 2001] when only 20 packaging-related
oxygen scavenger patents were granted. After such period, usually there is a flood of new
solutions. Such solutions seem to be nanomaterials, which, as well as of nanotechnology
application in food packaging and food safety is continuously increased [Duncan, 2011].
The most recent patents and scientific works have been discussed by Angiolillo et all.
[2018] with emphasis on the use of nanotechnology for the development of new packaging
materials with improved barrier and other properties with a closer look to the application
of nanotechnology applied to the food packaging sector. Also in the field of oxygen
scavengers such research are successfully carried out [Foltynowicz et all., 2017a] and
patent protection has been already obtained for the developed solutions [Foltynowicz et
all., 2011; Foltynowicz et all., 2017b].

Fig. no. 5. Impact of the importance of packaging systems and total patenting activity
on the number of patented polymer-based (A) and iron-based (B) scavengers
(the continuous line denotes change in the number of patents, change in the number of
patents related to iron- / polymer-based scavengers, change in the number of scavenger
patents resulting from shifts in importance, change in the number of patents resulting
from interest in food packaging, shifts in the extent of patenting activity)
Source: Own research

Conclusions
A study of patent trends can help explore newly-developed technologies, quickly recognize
the threats that result from the research and development efforts of the competition, identify
the related opportunities and set one’s own organization on the most advantageous course of
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development. The analysis of databases concerning oxygen scavengers has shown that
interest in research on such products peaked at the turn of the century. Recent declines in the
related patent numbers may reveal that researchers have set their sights on other packaging
systems and/or that new innovative solutions have been developed for which industrial
property protection is only now being obtained, suggesting that a surge of relevant patent
applications may be imminent.
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Abstract
The article reviews the current trend of investments in digital currencies with its most
famous representative, the bitcoin. The price explosion of bitcoins within the last year made
the digital currency world-famous and a permanent topic in the media, causing greater
awareness among investors regarding this investment opportunity. In addition, several
financial instruments providing investors an opportunity to participate in digital currencies,
particularly bitcoins investments, have been introduced recently, which can been traded at
stock exchanges. This article seeks to highlight this asset class as well as discuss certain
aspects of taxation for such investments according to the German Income Tax Act. In the
first step, digital currencies are classified within the scope of traditional and alternative asset
classes, and the current investment opportunities at the stock exchange will be described.
Based on these findings, the article focusses on the several special aspects of German tax
resulting from the many opportunities to structure the investment. Finally, the conclusion
provides a synthesis of the essential points of the article and offers an outlook.
Keywords
Digital Investments, Cryptocurrencies, Bitcoins, Asset Class, Fiscal Treatment
JEL Classification
G11, G23, K34

Introduction
Digital currencies, also named as cryptocurrencies, are increasingly establishing themselves
as an independent asset. The main representative of the asset class is the bitcoin which was
made accessible to a broad public against the background of the performance and hype of
bitcoins. On 11 December 2017, the first financial derivative (futures) was traded on the
bitcoin on a major US stock exchange.
For a short time now, financial products that simulate the performance of cryptocurrencies
have been available on the market. These products allow investors to participate in the
performance of this investment by simply buying securities on the stock market without
directly investing in bitcoins. For direct investment, investors need to register on relevant
trading platforms and open a trading account. As a result, this development of new assets
gives a broader group of investors an opportunity of (indirect) investment in
cryptocurrencies, which then increases the attractiveness of this assets.
The article, on one hand, wants to review the current discussion on digital currencies as an
own asset class. In addition, an overview of the several investment instruments involving
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digital currencies shows the many possibilities available to investors. In the next step, the
different methods of fiscal treatment related to the mode of investing in cryptocurrencies is
explained. As currently observed, the market of such investments is occupied by private
investors, while institutional investors have, so far, largely kept away from these
investments (Doerner, 2018). However, there are some institutional investors interested in
digital currency investments, who are also considering such investment opportunities (DWS,
2017; Kerschner, 2017). For this reason, the tax treatment of bitcoin investments will focus
on private investors and the current available financial products.
2. Literature Review
2.1 Digital Currencies as Own Asset Classes?
The most traditional, common, and liquid asset is cash/money. There exists no general or
legal definition of the notion of money in German civil or tax law (Eckert 2013). The
classification of bitcoins and other digital currencies is excluded from the general notion of
money, since there is no broad acceptance of bitcoins in economic life as means of payment
(Eckert, 2013; Grueneberg, 2018).
Along with that understanding, the German regulatory authority (BaFin) and tax
administration do not consider bitcoins as legal means of payment, which also comprises
comprehension as electronic money in context of the EU-Directive 2009/110/EG (BaFin,
2017; FinMin HH, 2017). In addition, BaFin specifically states that as means of payment,
only certain value units that are in return for real economic services, delivery of goods or
services obtained or in the case of bitcoin without any remuneration in computer networks
can be created as e-money (BaFin, 2017).
As a consequence, the authorities would not subsume digital currencies within an asset class
comprising cash/ money in its general meaning. However, bitcoins and other digital
currencies indisputably embody or carry a monetary value in themselves, because compared
to the digital currencies’ connected addresses (depending on the course) can have a high
purchasing power. For this reason, the tax authority recognizes bitcoins as “substitute
currency”, independent of government and credit institutions (FinMin HH, 2017). In
addition, the European Court of Justice decided that bitcoins have to be treated in the same
way as legal means of payment according to the European Value Added Tax Directive
(ECJ, 2015). The tax authority confirmed this understanding based on purposes of VAT that
considered bitcoins as means of payment in case of such application (BMF, 2018).
As a result, the classification of digital currencies, such as bitcoins, is yet to be finalized in
professional literature and jurisdiction. Up to now, bitcoins cannot practically be treated as
means of payment. The future will show whether the classification needs to be adjusted, e.g.
in case of broad acceptance of digital currencies in economic life. For this reason, digital
currency investments, currently, cannot be subsumed under a traditional asset class, which
typically comprises cash, stocks, and bonds according to the common conception (Bodio
and Fasano, 2009; Farkas-Richling et al., 2012). As a modern financial instrument, digital
currencies should represent an independent asset class within the group of the alternative
asset class (for the classification of alternative asset class, Maftei et al., 2016).
From an investor’s point of view, the legal and commercial comprehension of digital
currencies is not as important as its broad acceptance as means of payments, which
indirectly implies the value. Thus, an investor would rather consider digital currencies as
assets than means of payment. For this reason, asset managers developed opportunities to
invest in such digital currencies. The digital currencies, thus, are a kind of “hybrid asset
class”, which can currently be considered as a new asset class in the investor’s context.
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2.2. Financial Products of Digital Currencies Investments for Investors
As already mentioned in the introduction, bitcoins (and other digital currencies) can be
purchased directly. In case of bitcoins, the investor is required to have an electronic wallet
in order to transact and directly invest. For this reason, the dominant form for investors in
digital currencies is indirect investment because such investments are easily tradable at
stock exchanges enabling simple handling and operation. The participation in performance
of digital currencies can be placed through several instruments. The indirect instruments
available to the investor include forward contracts and options, certificates, exchange-traded
funds (ETFs) as well as open- and closed-end investment funds.
Table No. 1: Simplified Classification of Standard Products
Investment Instrument
Accounting and Tax Classification
Forward contract (Future)
Unconditional Forward Contract
Option
Contingent Forward Contract
Certificate
Debt Security
ETF
Investment Fund (UCITS)
(Closed-end/ Special) Investment Fund
Alternative Investment Funds (AIF)
Source: Schmidt, 2018

These financial products, currently, provide appropriate opportunities to indirectly invest in
digital currencies. The legal and economic design of these products are comparable to
investment instruments of other asset classes (Maftei et al., 2016). Financial products,
mainly those designed as certificates, ETFs, or AIFs will typically invest in baskets of such
digital currencies. An asset basket of digital currencies diversifies the investment portfolio
within that type of asset. From a risk aspect, an asset basket reduces (but does not eliminate)
the dependency on one cryptocurrency.
3. Research Methodology
Research on investments in digital or crypto currencies is a very current topic. For this
reason, it was not appropriate to focus on statistical studies based on the complexity and risk
aspects of digital currencies, since these need to be considered over a period covering
several years to reach reliable statements (see approaches Wislon-Nunn and Zenil, 2014;
Cocco et. al., 2014). Instead, we concentrated on tradable digital currency assets relevant for
capital investors since the design of such assets is decisive for their fiscal treatment. Thus,
this article focuses on the financial products currently applied at the European and US stock
exchanges.
Within the research, it should be stated, that there already exist several investment
instruments that have been applied at stock exchanges. These instruments provide an
opportunity to participate in an indirect bitcoin / digital currency investment. The first
financial derivative or bitcoin futures was traded on a US stock exchange on 11 December
2017. In addition, by the end of 2017 participation certificates for bitcoins were applied at
the German stock exchange. Furthermore, the Financial Market Authority (FMA) of
Principality of Liechtenstein, which is the national regulatory authority, approved
investment funds involving cryptocurrency, according to the list on 26 February 2018.
These funds are designed as alternative investment fund (AIF) in accordance with European
law (Bussian et al., 2016).
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4. Statements - Taxation of Bitcoins Investments in Germany
4.1 Introductory Remarks
In this section, the current fiscal treatment of bitcoin investments will be considered; this
means paid purchase of bitcoins investments with “old” money, typically listed USD or
EUR as a capital investment.
The paid purchase needs to be differentiated from “mining” of bitcoins. Here, the miner
provides various services in the bitcoin network through transaction confirmation or
provision of computer capacity etc. and in return the miner receives bitcoins. This way of
acquiring bitcoins with the intention of making profits with mining is considered as
commercial activity resulting in commercial income for the miner. Such income is also
subject to German’s trade tax (in case of exceeding a free allowance in the amount of kEUR
24.5).
4.2 Direct Investment
Investors, who intend to directly buy the bitcoins, require an electronic wallet. Through this
wallet, bitcoins can be received and transferred (transaction or encashment of bitcoins can
be made). From a tax perspective, bitcoins are ordinary intangible assets or so-called foreign
currency (consider ECJ, 2015 according to the VAT Directive).
The transfer of bitcoins, if they do not exceed the limits of commercial trading transaction
principles, which would also lead to commercial income, sales transactions with bitcoins are
only taxable as so-called private sale transactions pursuant to Sec. 23 para. 1 no. 2 ITA. This
taxable event is only relevant in cases where the period between the acquisition and the
disposal of the bitcoins is not more than one year. The meaning of disposal in this context is,
e.g. the sale / exchange of bitcoins against USD or EUR via a trading platform, but also the
use of bitcoins as a means of payment, i.e. if the bitcoin holder pays for the purchase of
goods or services with bitcoins.
The sale proceeds therefore result from (i) the performance of the bitcoin and (ii) the
currency development of the currency exchanged. In determining of the acquisition date, the
identification of the sold bitcoins is of central importance. In our opinion, if all the bitcoins
are kept in a wallet, the first-in-first-out principle (“FIFO”) can be used in accordance with
Sec 23 (1) no. 2 sentence 3 ITA; firstly, the sequence of consumption is necessary to
determine the date of acquisition and thus, by this method, it seeks to both indicate whether
the decisive one-year period has expired as well as determine the capital gain.
If there is no more than one year between sale and purchase, the capital gain is taxed at a
disfavored rate to the progressive income tax rate of up to 47.48%. If the one-year holding
period has expired, the bitcoin sales transactions are completely tax-free.
4.3 Derivatives and Forward Contracts
The investor can invest in derivatives, e.g. calls, puts, contracts for difference (CFDs) that
are linked to the performance of bitcoins. These financial products could provide the
investor with a proportional compensation in cash, thus the investor earns income from
futures transactions according to Art. 20 (2) no. 3 ITA, which corresponds to the standard
withholding tax rate in the amount of 25% (26.375% including the solidarity surcharge).
In particular, for a long time the fiscal allowance of losses by forfeiting of these products
was disputed (Heinicke and Krüger, 2016; Jansen, 2016). The Federal Fiscal Court (BFH,
2016) has solved that case by decision, which was contrary to the tax authorities’ opinion.
As a result, forfeitures of options are taxable expenses for investors.
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4.4 Securities
Yields of debt securities, in general, represents interests or interest-like capital claims (Art.
20 (1) No. 7 ITA), such as securities or certificates where the repayment amount depends on
the performance of the bitcoins and which promise or provide the investor with a repayment
in cash when due, depending on the bitcoin price. They can also be comparable to
derivatives (so-called "full risk certificates"). According to German Income Tax Act, these
instruments are referred to as so-called other (interest-like) capital claims according to Art.
20 para. 1 no. 7 ITA. Income from the redemption / repayment of such securities is also
subject to the withholding tax rate, i.e. 26.375% for a national private investor. For
international investors, in particular, withholding taxes are not applicable and hence pose no
problems with regard to the refund of these taxes.
If the security or certificate is linked to the performance of bitcoins and securitizes a
physical delivery claim whereby the investor has (exclusive) right to physical delivery of
bitcoins (transfer of actual bitcoins into his electronic purse) instead of repayment in cash,
the decisions of the highest fiscal court on XETRA-Gold (BFH, 2015, BFH 2015a; BFH,
2018; FG Thueringen, 2017) should be applicable in our opinion. As a result of the delivery
claim, the investor is treated as if he were investing directly in bitcoins. The income from
such financial instruments is therefore also tax-exempt outside of the one-year period of Art.
23 ITA.
4.5 Investment Funds
As already mentioned above, it will not take long until the first (alternative) investment fund
is authorized by its regulatory authority, thus entering the capital markets. For these
financial products, the new German Investment Tax Act (Stiegler et al., 2016) will be
applicable on such investments.
The means, distributions from the fund, profits from the sale of the fund units, as well as the
annual accumulation tax (so-called taxable pre-flat rate) will be taxed at the level of national
private investors in the amount of 26.375% as a definite withholding tax. For these kind of
investments funds, there will be no partial exemptions applicable (Stiegler et al., 2016).
Thus, not only is the entire profit taxable in the hands of the investor, but furthermore, there
will not be any taxation at the level of investment fund.
Conclusions
There is no general valid or legal definition of digital currencies. From an economic
perspective, digital currency is money in the form of digital means of payment, and is not
based on any intrinsic value when compared to central bank money. The transactions and
balances of these digital currencies are mainly managed in a decentralized, bankindependent network.
The classification of sole assets in traditional and alternative asset classes can be rather
difficult. Within the group of the alternative assets, further subcategories constitute detailed
subdivisions. In fact, there is no generally accepted definition of alternative investments
(Dönges, 2008).
In the current perspective, digital currencies such as bitcoins lack the functional properties
of money. Thus, currently digital currencies cannot be classified as money or cash.
However, in some areas bitcoins are already being accepted as means of payment. The
digital currencies can be considered as “hybrid asset classes” because investments in digital
currencies is an investment trend and certain characteristic features of money are already in
place. Several types of assets represent short-term realizable securities.
Investments in bitcoins and other cryptocurrencies can be divided into direct and indirect
types. Investors typically will indirectly participate in digital investments rather than directly
because financial products, representing an indirect investment, can be freely traded at stock
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exchanges. The range of different digital currencies in the amount of circa 1,500 will also
lead to investment in asset baskets.
Investors can participate in digital currencies by way of investing in futures, derivatives,
certificates, or alternative investment funds. Typically, investment funds will provide a
broad variety of cryptocurrencies in the managed fund assets. Depending on the (i) way of
participation, (ii) design of the investment instruments, and (iii) holding period of the digital
currency investment, the tax rate on the capital gain will vary from 0% to 47.78% according
to German tax law.
Future development and use of cryptocurrencies like bitcoins is open but characterized by
setbacks and declines of older digital currencies (e.g. Mt. Gox, Flexcoin). Contrary to these
setbacks, there are the expectations, particularly of e-businesses, aiming at recognition of
cryptocurrencies as means of payment.
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Abstract
Implementing strategic initiatives is likely one of the most challenging management tasks in
today’s corporate world. Usually, required changes are so significant in scope and nature
that the owner of a strategy cannot succeed in implementation without delegating much of
the responsibilities to a lower level manager. One key question for the strategy owner then
becomes to determine how to incentivize the manager to act in line with organizational
goals. The manager, because of his knowledge of the organization and operational details,
frequently possesses more information than the strategy owner regarding enabling factors,
potential obstacles of the implementation and overall chances of success. This asymmetric
distribution of information carries the risk that the manager “cheats” on the strategy owner.
This article deals with issues of moral hazard in the context of strategy implementation.
Building upon Porter and Lawler’s model of managerial motivation, potential behaviour of
the manager is mathematically modelled, simulated, graphically presented and discussed.
Simulation results suggest that cheating indeed pays off for the manager. The article closes
with recommendations on further research in the context presented in this study.
Keywords:
Strategy, strategy implementation, motivation, behaviour, simulation.
JEL Classification:
L2, D23, D90, C6.

Introduction
On a regular basis, strategies do not develop their full potential (Mankins and Steele, 2005).
This may be due to a poorly defined strategy in the first place, however several studies have
identified obstacles which hinder successful implementation of what may have otherwise
been a sound strategic initiative (Alexander, 1985; Al-Ghamdi, 1998; Johnson, 2004;
Hrebiniak, 2005; Brenes, Mena and Molina, 2008). Yet, this part of Strategic Management
receives only marginal recognition in the academic community. Based on a Google Scholar
search, less than 3% of all publications in the field of strategy between 2005 and 2014 were
related to strategy implementation or strategy execution. This by far doesn’t take justice to
the importance of the topic.
Since the early days of strategic management, when Chandler and Ansoff introduced their
ideas on strategy (Chandler, 1962; Ansoff, 1965) the field has developed much further. Most
noticeable is Michel Porter’s work on sources and drivers for competitive advantages
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(Porter, 1985). Researchers approach strategic issues from a variety of perspectives. Broadly
speaking, two main streams can be distinguished. One being the normative wing which
views strategy as something that can be actively designed and managed. The other wing is
descriptive in nature and aims at understanding how strategies develop in corporate settings.
Mintzberg and Waters have introduced the term of emergent strategies which evolve out of
collective behavior of an organization as opposed to deliberately designed strategic plans
(Mintzberg and Waters, 1985). For this study, the authors take on a normative view with
strategy formation and implementation being distinctive phases of the strategic management
process (Kolks, 1990). Of course, this does not mean that aspects of implementation would
not be considered and addressed during the phase of strategy formation or that there
wouldn’t be interaction between the two phases. But formation and implementation are
separately managed and individually addressed.
From a timing perspective, strategic change can take place incrementally or as a “big-bang”
while the extent of change can be transformational or a mere re-alignment (Hailey and
Balogun, 2002). This study assumes that a significant change has to be executed within a
relative short period of time (Kolks, 1990). Both scope and content of such a significant
change will require the owner of the strategy to delegate all or part of the implementation to
a subordinated manager. Such delegations always bear problems of control. Absent other
feasible solutions, the strategy owner will try to align the goals of the manager with his own
by setting corresponding incentives. While incentive systems have not proven to increase
efficiency over longer periods of time they are very useful to focus and bundle effort for
short to medium term projects (Sprenger, 2014). Incentives can take different forms
(monetary vs. non-monetary; linear schemes vs. non-linear schemes; long-term incentives
vs. short term, and many more). The present study focusses on a monetary scheme with a
fixed base pay and variable pay which is linked to the achievement of agreed, measurable
goals.
Theoretical context
As outlined in (Kiehne et al., 2017; Kiehne, Arp and Schüler, 2017), by making a few
additional assumptions, Lyman Porter and Edward Lawler’ model of managerial motivation
can be transformed into a principal-agent-model. In this study, the authors use a LEN-model
(see for example (Laux, 1990)) to model, simulate and analyze how the manager, who has
been tasked with implementing the strategic initiative, behaves and what the consequences
of his choices are on his own well-being and how they impact the owner of the strategy.
Situations of delegation are frequently characterized by asymmetric information. Either
because the delegating party doesn’t have enough resources or enough knowledge, the
manager frequently develops more and better information about the tasks to be fulfilled,
about relevant process and system parameters, and the likelihood of success. Holmström has
first analyzed this behavior of moral hazard (Holmstrom, 1979). The manager may use his
additional information to act in a way not anticipated and appreciated by the owner of the
strategy (hidden action).
In the next section the LEN-model which was used as the basis for the analysis will be
introduced in more detail and it will be briefly explained how the optimal factors for a linear
compensation scheme can be determined. Following this, the authors will simulate which
hidden actions the manager may make if he developed additional information regarding
some key parameters which the strategy owner had assumed when offering a certain
incentive scheme to him. The results will be illustrated by multiple graphs and interpreted
and discussed at the end of the paper.
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The Base Model
The strategy owner delegates all or parts of a strategy implementation task to a manager. He
cannot directly observe the manager’s behavior but he can measure the output, i.e. the
degree to which the strategy has been implemented. The strategy owner knows that higher
effort by the manager increases expected implementation results. Highest and lowest
possible outcomes remain the same in all possible scenarios. All outcomes are possible with
any level of effort by the manager, just with different probabilities.
The input-output-relation is assumed as: E(O) = x * I, with I ≙ the manager’s effort level,
E(O) ≙ the expected output, x ≙ the “productivity” factor of the manager. Output is
normally distributed with variance σ².
The basic assumption is that strategy owner and manager share symmetric information. The
strategy owner is risk neutral. The manager is risk averse with ‘a’ being his Arrow-PrattRisk measure. The manager’s utility function is UM(B,I) = - e-a*B – y*I2, i.e. additively
separable regarding compensation B and penalty of work. The manager’s penalty of work
factor is ‘y’. The manager has a risk free alternative income of C. The manager receives a
total compensation of B = F + f * Or with Or being the realized outcome, f the variable
factor and F a fixed compensation.
Both strategy owner and manager aim at maximizing their expected utility. Assuming
rational decisions in line with the Bernoulli principles this means the manager strives to
maximize his security equivalent and the strategy owner wants to maximize expected net
return from the project.
Calculating optimal model parameters
As said, the strategy owner aims at maximizing his expected net gain:
E(NG) = x * I – E(B) = (1 - f) * x * I – F
(equation 1).
The manager’s certainty equivalent can be expressed as:
CEM(B, I)
(equation 2).
Setting the first derivate with respect to effort equal to zero and rearranging for I the optimal
effort level I* for the manager can be calculated as:
(equation 3)
The manager will ask for a security equivalent at least as high as his risk free alternative
income C (cooperation condition). The strategy owner on the other hand will set the fixed
compensation F as low as possible, i.e. such that the cooperation condition is just being met:
(equation 4a)
Equation 4a can be rearranged to
(equation 4b)
Inserting equations 3 and 4b into equation 1 and setting the first derivate with respect to f
equal to zero gives (after some rearranging) the optimal variable compensation factor
(equation 6).
Inserting equations 3 and 6 into equation 4b provides as the optimal fixed compensation
(equation 7)
Simulation
For the simulation the assumption of the base model that strategy owner and manager have
the same information about project parameters is being relaxed. Instead, the authors look at
what happens if the strategy owner sets compensation factors f and F in line with what was
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described in the previous section, but the manager acquires additional (private) information
and choses his activity level based on different values for productivity factor x, risk
averseness factor a, penalty of work factor y, the project risk σ, and alternative level of risk
free income C..
Starting with a base case:
Parameter
Base Value

x
1,5

a
1

y
0,01

σ
5

C
30

expected utility levels (i.e. expected security equivalents) which the manager would realize
if two of the parameters were different from the base case are being calculated. The range
the parameters are being modified in is between 50% and 150% of the base value. For better
readability and comparability the data is being normalized with 100 being the value of the
base case.
The first simulation covers the parameters for risk aversion (a) and project risk (σ). Ceteris
paribus, i.e. if x, y, and C remain at their levels of the base case, the sensitivities on the
manager’s expected utilities are illustrated in (fig. no. 1).

Fig. no. 1. ‘3D-Graph’ Project Risk – Risk Aversion Sensitivities
Source: authors’ contribution

The graph shows that the manager’s utility increases with project risk and/or his risk
aversion decreasing. The red area of the graph represents parameter combinations which
yield a utility level for the manager which is below what he could have expected to realize
under the base scenario. The green area represents parameter combinations where he can
expect to be better off than in the base case.

Fig. no. 2. ‘2D-Graph’ Risk Aversion / Project Risk Sensitivities
Source: authors’ contribution

100

New Trends in Sustainable Business and Consumption

In order to better demonstrate the individual contribution of each parameter the authors have
plotted how expected utility changes if one parameter is being modified over the whole
range while the other is held constant at 50% / 75% / 100% / 125% / 150% of the base
value. Additionally, the activity level of the manager was added.
In (fig. no. 2) it can be seen that the manager’s expected utility level decreases linearly with
an increase in his risk aversion. This can also be directly read out of equation 2. The activity
level he would be choosing remains at 100% of the base case. This follows directly from the
fact that equation 3 is independent of both risk aversion as well as project risk. It can further
be seen that the negative impact of an increase in project risk on the manager’s expected
utility increases the higher the project risk becomes. The lines are continuously decreasing
with increasing steepness. This is because project risk reduces the manager’s expected
security equivalent by the power of 2. The chosen activity level remains at 100% of the base
case.

Fig. no. 3. ‘3D-Graph’ Penalty of Work Sensitivities
Source: authors’ contribution

(Fig. no. 3) shows the impact that the penalty of work factor has on the expected utility of
the manager. The left graph in combination with changes in project risk, the right graph in
combination with risk aversion. Expected utility increases with a decreasing penalty of work
factor. However, the absolute impact on the manager’s expected utility is significantly
higher than for the combination of project risk and risk aversion. This is because the penalty
of work factor not only decreases the level of disutility experienced at a certain activity
level, it also lead to the manager choosing a higher activity level thus increasing expected
project outcome and expected variable compensation. A similar or even slightly higher
impact can be observed if the productivity factor is being modified: increases in productivity
lead to higher expected utility for the manager (see fig. no. 4).

Fig. no. 4. ‘3D-Graph’ Productivity Sensitivities
Source: authors’ contribution
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The highest sensitivities can be observed if both productivity and penalty of work factor are
being modified (see fig. no. 5). If productivity is being set at 150% and penalty of work at
50% of the base level, the manager can expect to realize a utility level of 539% of the base
case. For reasons of available space only a selection of the graphs prepared are being
presented here. (Tab. no. 1) provides the range of expected utility for all factor combinations
looked at. Please note that the manager’s alternative level of risk free income C has not been
included. As can be seen from equation 3b any change in C results in a corresponding
change in expected utility for the agent, on top of any other potential effect.
Table no. 1. Sensitivity Ranges Expected Utility Agent (Max/Min)

Source: authors’ contribution

(Tab. no. 1) lists the maximum and minimum level of utility (100 = base case) which the
manager can realize if two parameters are modified to 50% resp. 150% of base case. For
example, the manager’s maximum expected utility level is 124 if both project risk and risk
aversion turn out to be only 50% of base case values. If both parameters increase to 150% of
base case the expected utility level drops from 100 to its minimum of 34.

Fig. no. 5. ‘3D-Graph’ Productivity – Penalty of Work Sensitivities
Source: authors’ contribution

Interpretation of Results
The simulations provide indications how the strategy owner and the manager may behave
before and after they entered into the project. As conventional wisdom would suggest, the
strategy owner would be looking for a manager who is prepared to work hard (with no or
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only small extra compensation), i.e. someone who has a low penalty of work factor. He
would further be looking for a highly capable and efficient manager and would try to
present the project as not being too complex (both would directly or indirectly increase the
productivity factor in the model). The risk the strategy owner runs, though, is that if the
manager realizes after entering into the contract that project parameters are less favorable
for him than assumed, his expected utility may fall below that of his alternative risk free
income and he may seek for ways to get out of the contract. The same could happen if
project risk turns out to be higher than anticipated or risk aversion of the manager higher
than thought. Both could lead to a situation where the risk premium, which the strategy
owner included in his total assessment of required compensation, is not high enough to
ensure a utility level for the manager above his alternative source of income. Again, the
manager may seek to get out of the contract.
On the other side, the manager could increase his expected utility if he misled the owner of
the strategy regarding his (the manager’s) personal characteristics (i.e. penalty of work
factor, risk aversion, the level of alternative source of income, and/or his own productivity)
or the parameters describing the implementation project (i.e. project risk, and/or project
complexity). While sensitivities on risk aversion and project risk are relatively moderate, the
other parameters can have quite a significant impact. As said before, any exaggeration on
the alternative risk free income C will directly increase the manager’s fixed pay and hence
his expected utility.
The manager will have to decide if he wants to position hisself as a “hard” worker or a
“smart” worker. The lines shown in (fig. no. 6) represent different penalty of workproductivity-combinations which yield the same expected utility for the manager. For
example, a manager with a penalty of work factor of 0,005 and a productivity of 1,125
realizes the same expected utility as a manager with a penalty of work factor of 0,015 and a
productivity of 1,875. In other words, an increase in disutility of work of 200% can be
compensated by an increase in productivity (or reduced project complexity) of “only” 67%.
In essence this means that hard work can make up for lack of productivity. The manager
would likely try to make the owner of the strategy believe that the task at hand is more
complex than it actually is (the manager would probably not argue that his efficiency is
lower than what the strategy owner believes or that he wouldn’t be willing to work hard).

Fig. no. 6. Iso-Utility Combinations Manager
Source: authors’ contribution

A very important and fundamental result of the simulation is that potential upsides of hidden
actions for the manager are significantly higher than potential downsides. In other words,
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cheating is likely to pay off for the manager. This is particularly true for moral hazard
behavior in connection with project complexity resp. manager’s productivity and his
perceived disutility of work. If productivity increases to 150% and the penalty of work
factor decreases to 50% of base value, expected utility of the manager increases from 100 to
539. If, on the other hand, productivity decreases to 50% and penalty of work increases to
150% of the base case, expected utility of the manager drops to “only” -5. So the upside
potential is approximately four times as high as the downside risk.
Conclusions and Outlook
The simulation shows how sensitive a linear compensation scheme is with respect to
asymmetric information. If the owner of the strategy makes wrong assumptions regarding
personal characteristics of the manager or regarding parameters defining the implementation
project when establishing the compensation scheme, he may give up a significant share of
his potential return because of sub-optimal compensation factors and hidden action by the
manager. The flip side of this coin is that cheating by the manager is likely to pay off for
him. However, it has to be noted that the sensitivities to a great extent depend on the values
assumed for the parameters of the base model as well as on the model as such.
Future research could use a simulation model with other (nonlinear) transformational inputoutput-rules. Further, the analysis could be modified to consider other than exponential
utility functions. It would be interesting to see if results for other types of simulation models
confirmed those of this study.
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Abstract

In the case of the Lebanese pharmaceutical market, the sales of pharmaceutical
products are highly regulated by the ministry of public health. This control ranges
from the pricing procedures and price setting to the end-consumer sales options
passing by the minimum distance allowed between two pharmacies. The entire
industry is very closely monitored and organized by the government causing the
legal competition that should arise within a free-market to be non-existent. Amongst
the various effects that these practices have on the market and the industry, this
paper will focus on the establishing the level of the end-users’ current satisfaction
with the implemented regulations with regards to over-the-counter pharmaceutical
products. The main focus will be the opinion of customers on a number of factors
that affect the possible competition that would arise between pharmacies through the
approval of the government on a number of marketing measures. The article will
also attempt to provide a number of recommendations, based on the results obtained,
that could be the basis for a law amendment proposal.
Keywords:
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Introduction

The pharmaceutical industry in Lebanon is a rapid and highly grossing domain that,
according to The Investment Development Authority of Lebanon (IDAL), closed on
more than 1.75 billion U.S. dollars in 2016 alone and is expected to reach 2.2 billion
U.S. dollars by 2020 (IDAL.COM, 2018). Out of this overall pharmaceutical
market, 50% consists of patented drugs, between 20 to 25% is composed of overthe-counter (OTC) drugs and the remaining is composed of generic drugs
(IDAL.com, 2018; United States Department of Commerce - International Trade
Administration, 2017). Lebanon has more than 50 medicinal drug importers and can
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be counted as the number one importer of pharmaceutical products in the Levant
region. The retail entities that market directly to the customer are not the importers
but can be pharmacies (that make up the majority of the pharmaceutical sales value
with approximately 80% of the total market sales), hospitals (with around 10% of
the total market sales) and public health care facilities and entities (that make up the
remaining 10%). These sales values are distributed amongst 2897 registered
pharmacies, around 100 private hospitals and 24 public hospitals.
The scope of this paper is to determine the level of satisfaction of the Lebanese
consumer with regards to the pharmaceutical retail industry in Lebanon.
The pharmaceutical retail industry in Lebanon is quite unique in the way that the
market is regulated and controlled through legislation and direct involvement of the
government in the overall process of medicinal drug sales. As a matter of fact, the
government is directly responsible for establishing a large number of factors that are
in most countries regulated by the market and obey the laws of consumer behavior
and lawful competition. These restrictions are most apparent in the various articles
of the Law 367/1994 which determines all pharmacy related matters such as the
minimum distance between pharmacies, the one pharmacist - one pharmacy rule,
medical practice restrictions, and other detailed matters. We can also mention law
306/2005 which regulated the pricing of pharmaceutical products (the public price
as well as the wholesale price), and the restriction of reduction or discount, thus
rendering the competition between pharmacies inexistent as no loyalty programs for
customers can be implemented, no senior citizen discount and no marketing
reductions can be offered (Bartels et al., 2017).
In the following paper, we will be focusing our attention on the OTC aspect of the
Lebanese pharmaceutical retail industry. Therefore, let us begin by defining what
portion of that market will be dealt with subsequently. According to the “United
States Food and Drug Administration” (FDA), an OTC drug is a “medicine that you
can buy without a prescription. They are safe and effective when you follow the
directions on the label and as directed by your healthcare professional” (Fda.gov,
2018).
These drugs, as stated in the FDA definition, can be purchased without the need to
consult a doctor and obtain a prescription, they can be based on the patient’s own
knowledge or recommended by a doctor, by the pharmacist or even by patients who
have tried these drugs before. It remains highly important to know the components
or elements to which the patient is allergic or sensitive to and to take into account
any other medicine that the patient is currently taking. However, the types of drugs
that are widely categorized as OTC are relatively safe and provide detailed
instructions and safety information. The term OTC comprises a large array of
treatments and includes a large number of different substances that can be specific to
a targeted case or large-spectrum to cover the widest range of possible medical
issues. Amongst the OTC drugs that are of high demand we can cite analgesics
(pain-relief medications), flu and cold symptoms relief medicine such as cough
medicine as well as oral and nasal decongestants, heartburn and indigestion
medicine including those who help with nausea or stomach problems, in addition to
a variety of allergy countering drugs and a large number of vitamins and
supplements.
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It is important to note that the field of OTC drug sales is quite different from the
prescription-only medicine from the point of view of decision making. With OTC
the decision maker is the end customer, namely the patient, while with prescription
drugs the decision maker is the doctor. This difference leads to a greater role for the
customer in the purchase process and also gives the pharmacist leeway to be an
influencer and affect the decision of the customer. This concept has been seen in the
work of Taher, Stuart and Hegazy (2012) stating that in countries with a large
population under the poverty level “the pharmacist may be not only a dispenser of
ethical drugs but may take on the responsibilities of influencer, prescriber, and
switcher.” (Taher, Stuart, and Hegazy, 2012). The effect that the Lebanese
pharmacist can have in influencing the decision of customers has limitations; these
limitations are usually related to a small number of known factors. These factors can
be classified as the socioeconomic standing of the customer and availability of a
replacement for medication. As stated by El-Jardali et al. (2017) “around 40% of the
Lebanese population has no form of health insurance coverage, while the remaining
60% are insured either through public or private insurance. However, only around
20% of drugs consumed are thought to be reimbursed through one of the schemes”
(El-Jardali et al., 2017). These low figures in the coverage plans make it difficult for
the pharmacist to provide proper objective advice and counsel as the financial
situation of the patient must be taken into account leading the pharmacist sometimes
to provide advice based on economic factors rather than medical ones, because the
patient does not have the means to pay for the better, more expense drug. It is
important to note that the minimum wage in Lebanon has recently been raised from
$450 (Legislation 7426 issued on 25/1/2012) to $800 per month (Legislation
46/2017 issued on 21/8/2017) with “28.5% of the Lebanese population estimated
to be poor, living on less than $4 per day. About 300,000 individuals
considered as extremely poor, living on less than $2.4 per day, and unable to
meet their most basic food needs,” according to the UNDP country profile on
Lebanon (UNDP in Lebanon, 2018). On the other hand, as mentioned earlier, the
large majority of the pharmaceutical retail market in Lebanon relies on imported
patented drugs, leaving little room for generic medication. This discrepancy leads to
little availability of less expensive efficient substitutes for the important high-end
brands, which hinders the efforts of the pharmacist in completing his role as more
than just a glorified indoor salesperson.
Method
General study design

The study follows a cross-sectional model through the surveying of a random
sample of Lebanese citizens residing or working in the capital city, Beirut. A total of
350 anonymous surveys were handed out to the target audience making sure to
include all socio-economic classes of the Lebanese population to ensure a proper
representation of the different components of the Lebanese society.
Data collection process

The questionnaire was distributed randomly, over the period of 6 months between
March and August 2017, by interviewers who were not related to the study to ensure
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no leading or guiding of the answers would occur. These interviewers provided a
short but precise explanation of the scope of the survey to the recipients of the
questionnaire and requested oral consent. The surveys were completed on the spot
under the supervision of the interviewers who were available to provide any
additional information and answer inquiries by the recipients. The anonymous
questionnaire was in Arabic, the native language in Lebanon; it encompasses a
number of different factors: socio-economic, purchase frequency, reasons for
product choice, preferential suppliers etc. Recipients also answered questions related
to their personal opinion concerning the restrictions on pharmacies competition, the
duty of pharmacist towards patients, and changes in habits and frequencies in case of
more flexible regulations.
Statistical analysis

Data entry was performed by the authors and all relevant results were extrapolated
through the correlation of the diverse variables under review in the surveys. The
combination of the various sub-results obtained allowed for the determination of the
overall result of the study by forming a number of interconnected concepts that led
to the formulation of the possible changes that could be implemented to increase the
customer satisfaction in the Lebanese pharmaceutical retail industry.
Results
Section 1: Questionnaire results

The collected 350 surveys yielded 309 useable surveys while the remaining 41 were
discarded due to incompletion, illegibility, ambiguity of answers and out of context
additions to the questionnaire by the respondent.
The recipients of the survey were spread across the various financial classes of the
Lebanese society; with the majority concentrated in the middle-class range (with a
combined total of 81.6% of the total number of recipients).
While assessing the purchase of OTC medicinal drugs by the respondents we
noticed the concentration of the major part of respondents between once a week
purchases (19.4%), once to twice a month (34.9% with the highest concentration of
all responses) and every couple of months (28.2%). We still have respondents that
stated rarely ever buying OTC medicine (10.7%) and seeking the acquisition of
medicine more frequently with multiple purchases a week (6.8%). This allows the
inclusion of all types of customers into the later assessment.
The choice of OTC drug is mostly relying on the personal knowledge or preference
of the patient; therefore, we were interested in determining the most influential
factor that leads to the choice of medicine. The following results clearly show the
influence and “power” the pharmacist has in guiding the choice of medicinal product
that patients purchase. More than half of the people surveyed (54.3%) stated relying
on the pharmacist recommendation when making a purchase while only little more
than a quarter (27.2%) claimed to choose their medicine based on the composition of
the product. The remaining respondents were spread between choosing based on
price (7.8%), based on brand name (7.8%) and based on previous experience and
recommendation by friends and family (2.9%).
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Our next interest was to determine the way customers react when presented with
alternative products to those they have requested. We find that only 16.5% of
customers will always accept alternative products when provided by the pharmacist
regardless of the situation, the majority of respondents (55.3%) however would
consider the purchase of alternative medicine other than the ones they have
requested under certain conditions, the most influential one being the price of the
product wanted compared to the price of the alternative offered. It is worth noting
that more than a quarter of the respondents (28.2%) would stick to their desired
medicine and would not change their mind under no circumstance. These results can
be linked to following results which show the responses recipients gave concerning
the role of the pharmacist in presenting customers with alternative cheaper products:
the larger part of the recipients (36.9%) answered with a non-restrictive approval,
while more than a quarter (27.2%) approved under certain conditions, while a
minority were supportive of the concept either for certain people (5.8%) or for a
certain number of chosen pharmacies (7.8%). It is worth noting though that a little
less than a quarter of responders (22.3%) were opposing the concept of presenting
the customers with cheaper alternatives altogether.
Another aspect that we are assessing is the perception of the customer towards
competitiveness in the pharmaceutical retail industry. In that regard, the recipients
were asked whether the legislation that governs the functioning of pharmacies
should be amended to allow for competition or not. We find that the answers are
almost equally spread between those who believe that competition should take place
between pharmacies (34%), those who believe that competition should take place in
certain cases (31.1%) and those who oppose competition between pharmacies under
any circumstances (33%).
We then inquired about the opinion of people with regards to the change in
regulation regarding the obligation of sales in full pack of pharmaceutical products.
We identify as possible packaging options the following: full box packing,
individual packs (multiple pills within the same protective sheet) and individual
pills. The results show us that less than 5% of people purchase or prefer to purchase
their drugs in bulk (more than one full box), this low ratio is consistent with the
nature of pharmaceutical products as they are subject to short expiry dates and are
not items that are usually stored for extended periods of time. More than a third of
people (38.8%) prefer the full pack or full box form which could be attributed to a
number of factors of which we mention the need to go through the full course of a
treatment, the need to keep the leaflet with the product’s information, and finally,
the keeping of the box as proof of purchase when being compensated for the drugs
covered by insurance. However, more than half of the respondents (56.3%) prefer to
purchase their drugs according to their need, such as individual packs or units.
Noting that these practices are not currently legally available, it is safe to say that
from this point of view more than half the people would be supportive of a change in
regulation to allow the sales of split units rather than full packs as currently
implemented.
Subsequently, we inquired if, after allowing for competition between pharmacies
and changing the pack-sale regulation, the buying habits of the customers and the
frequency at which they purchase drugs would be affected. The analysis reveals a tie
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between the people who would not change their purchasing pattern in case of
competition between pharmacies and people who would change their purchase
frequency for certain products both ranking at 37.9%. While 24.2% of people would
actually change their purchase frequency, mostly increasing the rate at which they
purchase pharmaceutical products under more affordable conditions.
Finally, we wanted to see if the answers of the recipients of the questionnaire could
be unintentionally affected by a preexisting mindset of favoritism towards a certain
pharmacy. We asked the respondents about their preferred pharmacy and obtained
the below-mentioned results. The vast majority of respondents (64.1%) state having
one preferred pharmacy, close to a quarter (21.3%) have multiple preferred
pharmacies while only 14.6% would get their need from any pharmacy that they
happen to encounter and do not actively seek a specific location.
Having seen the degree of loyalty of customers to specific pharmacies, we asked the
respondents if they would consider switching from their preferred pharmacy or
pharmacies under the circumstance in which other pharmacies would provide
cheaper prices for the same product. The answers demonstrate that the number of
customers loyal to a specific pharmacy or pharmacies declines from more than 80%
to 30.1% under such a scenario. More than 40% would not hesitate to change their
location of purchase if they find better prices somewhere else and more than 20%
would be willing to change their preference depending on the product needed (this
includes the original price, the difference in prices and the urgency of the need).
This shows us that customers are most probably loyal to pharmacies due to
unmentioned financial benefits that they obtain from the pharmacies they specify as
being their preferred source of pharmaceutical products. This is also relatable to the
previously mentioned analysis as a large number of people claim that their purchase
pattern would not be affected in case of legalizing competition. Unfortunately, even
though it is highly probable that such practices are being widely used in the
pharmaceutical market in Lebanon, it is impossible to mention it as fact as no
confirmation can be obtained by either the pharmacist or the customers due to the
legality of the matter.
Section 2: Influence of Income on the Results

Section 2 assesses the responses related to the competition issue based on the socioeconomic standing of the respondents starting with people whose monthly
household income is below $1,200 (considered on the lower side of the Lebanese
socio-economic spectrum). A shocking discovery came from the combination of the
income factor with the concept of presenting cheaper drugs to customers. More than
a third of the respondents with monthly household incomes below $1,200 think that
pharmacists should not offer cheaper products to customers. This may be a
counterintuitive result, but it can be attributed to the belief that in the pharmaceutical
field lower prices mean lesser quality or even counterfeit drugs. A notion that was
mentioned by Sholy et al. (2018) basing their observation on a number of research
[Alfadl et al. (2013); Al-Worafi (2014); Mdege, Chevo, and Toner (2016) and
Fadlallah et al. (2016)] that cheaper substitutes for high-end expensive drugs “are
highly likely to be counterfeits”. Another possible reason for these objections could
be related to the reimbursement option by the insurance, whether private or public,
which in most instances provides a comprehensive list of the medication included in
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the plan and the rate of reimbursement of each. The remaining majority of the
respondents were in favor for the active role of the pharmacist to provide guidance
about the availability of lower cost medicine with 36.2% being in absolute
agreement with the concept, while 21.3% preferred to have it limited to certain
specific cases.
The results concerning competition fall in the same line as the results of the overall
pool of subjects for this question as well as the line of thought of the previous
results. We notice the majority of respondents (59.6%) are favorable to some form
of competition, while 38.3% are opposed to any competition in the pharmaceutical
retail market. A main concern of the low-income population that leads them to
oppose competition arises from the fear of coordinated competition between the
strong players in the field as well as the possibility for monopole by certain
influential actors on the Lebanese market. This sort of hostile actions have been
taken before in different industries and sectors in which competition does not really
exist but rather an unspoken agreement between the different components of the
field that provide the same services with the same prices and even coordinate the
changes in services or the increase in costs (the telecommunication market in
Lebanon is a prime example).
Following is the obvious notion that low-income people do not purchase medicine in
bulk with barely more than 2% abiding by this practice. It also shows that more than
a third (36.2%) have a preference for full boxes purchase which can be related to
two main factors: the first has already been mentioned and is the need for the proof
of purchase in the form of the pack to receive compensation from insurance, while
the other reflects the need to go the full course of the treatment in order to prevent
any complications or increase in severity of the condition which would either require
the intervention of a medical staff (doctor consultation, hospital admission, tests,
etc.) or would affect their capability to perform their tasks and thus affecting their
work and possibly their income. On the other hand, 61.7% of the respondents would
opt for a more minimalistic approach to medicine purchase. This can be related to
the broad aspect of OTC products purchased which are usually used for a specific
and short-term symptom (localized pain, common cold, etc.) and thus require a
smaller drug load to be effective.
Amongst those of low income, the vast majority (85.1%) state having preferential
points of purchase for their medicine, 57.4% are loyal to one specific pharmacy,
while 27.7% have a list of preferential pharmacies they tend to purchase medicine
from. On the other hand, only 14.9% claim not to have a preference. These results
reinforce the hypothesis that some sort of special treatment might be going on
towards the customers of certain pharmacies in order to retain them and encourage
others to make these pharmacies their preferred point of purchase. This can be taken
even further with a recombined assessment: if we consider the low-income
households who have one or more preferred pharmacies and consider their answers
to the possibility of changing locations in the case of better prices only 32% rejected
the idea and stated preferring staying loyal to their current pharmacist, while 68%
were in favor of changing locations. This contradiction with the ratio of low-income
households that claim to be loyal to their pharmacist is a further indication of the
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probable involvement of unsanctioned activities in the sales of pharmaceutical
products.
We can also go through the same process followed above for the households with
monthly income above $2,500. It demonstrates the receptivity of higher-income
households to the concept of presenting lower priced products when purchasing a
drug at a pharmacy. Only 14.3% of high-income households were opposed to the
idea of presenting cheaper products to customers, while more than 85% were in
favor of the proposition in a way or another. This overwhelming approval rating
arises from the fact that most of the members of this socio-economic class have a
higher education level, better understanding of the concept of branded and generic
drugs and are more confident and at ease making choices regarding the type of
medication they are inclined to take in comparison with a less knowledgeable, less
aware, and less trusting lower income class. These figures tend to get closer to the
figures obtained from the lower income class when discussing the legalization of
competition between pharmacies with 57.2% being in favor of competition and
42.8% opposing and for the same reasons.
When it comes to the preference of package size, more than two-thirds of the
respondents in the higher income class opt for the full pack system. While less than
a quarter (23.8%) would purchase individual units, less than 10% would purchase
individual packs. The full pack option is understandable and expected from the
income point of view as it is not a burden on the household expenses to spend this
kind of money on medication, while the concept of individual units can be traced
back to the same idea mentioned for lower-income households, namely the
immediate need for a limited number of units to resolve an immediate, acute
condition.
Another aspect previously mentioned for the lower income households is the
predominance of preferred pharmacies guiding the choice of point of purchase for
medication; this practice is even more prominent for the higher income households.
However, the reasons are quite different, even though it is most probable that these
customers do receive a preferential treatment, the main purpose for such loyalty is
usually either a personal knowledge of the pharmacist (family ties, friendship ties,
etc.), or the availability of delivery services and other customer-oriented practices,
or the availability in the pharmacy of a wide range of in-demand non-medical
products such as cosmetics, baby-care products (diapers, formula, baby-safe toys
etc.), and sometimes even common groceries. This convenience aspect of the
shopping process is a major attraction for people with higher incomes, which is
noticeable through the higher ratio of respondents who are not willing to change
their point of purchase preference even with better prices available elsewhere
(42.8% for higher income vs. 34% for lower income households).
Conclusion

In the analysis provided in this paper, we have encountered a number of different
variables that affect the perception of the Lebanese society with regards to the
competitive aspect, or lack of thereof, in the pharmaceutical retail market in
Lebanon. Large portions of the population were in favor of competition, though not
always agreeing on the extent of the competition, while close to a third was
opposing it. We found that a smaller portion of the population would not be
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interested in switching from a regular supplier to a new supplier in the case of better
financial incentives while keeping in mind that the majority of the population
actually engages in the practice of having preferred suppliers. However, we noticed
that even with the opposition to competition per se, an even larger portion of the
population would rather have the right to acquire their medication under a different
packaging concept, namely the possibility to purchase pharmaceutical products in
smaller quantities than the regular pack unit.
Therefore, as a general statement, we can say that the Lebanese population is not
entirely satisfied with the way the legislation currently encircles the pharmaceutical
retail market. While there is no absolute consensus on the change in regulation that
would provide an increase in satisfaction for the overall population we can present
the following concept as a possible starting point to increase the benefits and the
advantages of the relationship between the three parties involved namely the
customer, the pharmacist and the governmental body. Firstly, it would be in
accordance with the expectations and hopes of the Lebanese society to amend the
regulations and allow the split sales of pharmaceutical products in a way that does
not oblige the customer to acquire and pay for more than they need, while
maintaining the quality of the product and the integrity of the sales process (thus
protecting the customer and the supplier). Secondly, we propose to include, as a
start, into exceptions to the unique price concept which would allow special offers
and discount for certain categories of citizens such as the elderly, the disabled, and
people with special needs among others. Lastly, we suggest allowing the pharmacist
the possibility of offering his customers deductions and reductions within the
limitation of the gain stated in the legislation of pharmaceutical product pricing. As
a concept, the pharmacist would be providing the deduction to the client at the
expense of their own profit, this would benefit the customer while not affecting in
any way the relation between pharmacist, importer or government, as the prices that
govern the financial standing of the three remain intact. These recommendations if
applied could lead eventually to a fully competitive market under the umbrella of the
legislative body with the protection of both the customer and the supplier, as well as
the maintaining of the gains and benefits the government receives from such
economic activities.
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Abstract
Hardly any other development has dominated the economic dynamics of recent years as
much as the accelerating internationalization of markets and companies. Globalization has
meanwhile gone far beyond economic effects in its development. This results in changes in
global, social, economic and political life. It is precisely this complexity that causes
ambivalent feelings among people. Thus, regional, national and international globalization
advocates and opponents have joined forces to raise awareness of their concerns through the
public media. Globalisation definitely is a strong driver for fast strategic business decisions
which were taken in the last years. Not always are decisions e.g. related to outsourcing or in
general speaking labour costs cutting successful. This results often in a correction of the
decisions taken, sometimes in so called backsourcing of production lines or capabilities.
The aim of the work is to consider the cross-border shift of economic activities as part of
globalization. Therefore, in the following, globalization will be characterised and the
reasons for the so called backsourcing of production activities after insufficient results
(return of investment) of outsourcing will be commented and illustrated by a case study.
Keywords
Globalization, Outsourcing, Backsourcing, Organization, Relocation, Costs
JEL Classification
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Introduction
The main drivers of globalization since the early 1950s, and especially the 1990s to the
present day, can be identified by the factors described in the following text.
A typical feature the globalization is that globalization has been driven by technological
innovation. Each of these inventions set new standards for their time. Of particular
importance to globalization were those technologies that reduced the costs of overcoming
time and distance. Heard in earlier epochs as combustion engine, steamship, telephone and
telegraph, the new wave of globalization is characterized by the emerging information and
communication technology (ICT). (UNDP 1999)
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"What is different is that globalization in the 19th century, which is mainly due to transport
costs, now it is driven by plunging communication costs.") (Mokyr, J. 1997)
Thus, the engines of the current globalization epoch according to Mokyr (1997), the greatly
reduced communication costs, while the wave of globalization was accelerated at the
beginning of the 19th century by falling transport costs. Technological progress led to the
development of basic innovations. The diffusion of basic innovations resulted in lower costs
for communication (Internet, telephone) and transport (railways, steamboats). (Mokyr, J.
1997) Not only the multiplicity of influencing factors are new here, but also the faster
temporal transition from invention to innovation as well as the Schumpeterian "creative
destruction" that begins in the diffusion. (4 Footnote: The equilibrium state of an economy
is changed by new combinations of factors of production, whereby old economic structures
are destroyed and new ones develop.) (Schumpeter 1911) describes this process as "creative
destruction." Although some decades of inventions were required for development, the
period between the introduction of ICT and its application by 50 million users has been
extremely short. For example the radio took 38 years, the personal computer for 16 years
and the television for 13 years, the internet only had four years. (UNDP 1999)
The commercial breakthrough of new ICTs on a broad front took place only in the early
1980s and 1990s. Some examples:
• The cost of telephone calls from New York to London fell by 94% between 1980 and
2000. (Masson, P. 2001)
• Prices for computers including peripherals were reduced by approximately 94% between
1980 and 2000. (Masson, P. 2001)
• The number of worldwide Internet connections increased from 0.5 million to 9.5 million
between 1990 and 1996. (German Bundestag 2002)
• In 2001, the number of worldwide users was already close to 500 million people. (World
Bank 2003)
• Ship and air transport costs and satellite usage fees, however, showed only marginal
changes. (World Bank 1995)
For example, technical progress in the ICT manufacturing industry and its application and
global diffusion, through network effects, can be seen as defining features of the recent
globalization epoch. The associated drop in ICT costs has greatly accelerated international
trade in services, notably the exchange of knowledge, know-how and information, described
by Baldwin and Martin (1999) as Trade in Ideas. The new technologies have become the
central nerve fibres for virtually every kind of globalization activity and have led to a highspeed economy. (Baldwin, R. & Martin, P. 1999).
1. Current Approaches/ Scientific context
1.1 Background of Outsourcing in European Union
Offshoring and outsourcing of production capacity is being implemented by internationally
operating companies in order to operate in international markets, to supply customers
directly from their foreign markets and to benefit from cost advantages at the foreign
location. The enlargement of the EU by ten states as of May 1, 2004 (As of May 1, 2004,
the EU was expanded by the following ten states: Estonia, Latvia, Lithuania, Poland, the
Czech Republic, Slovakia, Hungary, Slovenia, Malta and Cyprus EUROPA.EU (2017), for
example, has already driven this trend during the pre-accession phase, and in recent years
outsourcing has also been dictated by the media as an inescapable strategic route that has
been followed by countless managers without a sustained assessment of decision-making
factors and alternatives. (Kinkel, S. & Maloca, 2008)
In general, it can be observed that companies are mainly relocating labour-intensive
activities to low-wage countries. Rather, capital and knowledge-intensive production is left
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in the German locations. This applies equally to research and development activities (R &
D). (Peters, S. 2006)
The likelihood of outsourcing economic activities abroad increases "the larger the company,
the lower the value added of the production and work processes, with a rather moderate
product complexity, with standardized and labour-intensive products". In the studies of the
Fraunhofer Institute and the Federal Statistical Office, which were carried out on the topics
relocation and backsliding in recent years, there is a correlating tenor to the motives of
outsourcing.
1.2 Characteristic of Backsourcing
"Yesterday still low-wage country, today no longer pay: Due to rising salaries, the Group
will deduct its sports shoe production from the Middle Kingdom." (FTD.DE 2008). Like or
similar to a press release from the Financial Times Deutschland in July 2008 following the
announcement by Adidas of the repatriation of shoe production from China or its
withdrawal into new emerging markets, the headlines of the German daily press are.
According to Adidas Group CEO Hainer, it is being examined whether to relocate to Laos,
Vietnam or Cambodia before Germany could be considered as an alternative production
location. For example, according to valid conditions of the production factors in Germany, a
sports shoe would have to cost approximately 500, - €, according to Hainer's, if it were
manufactured in the home market. (FTD.DE 2008)
Such backsourcing to Germany are location decisions of companies that are made up of an
interdependence of two consecutive relocations and can be distinguished into three
sequential periods: the relocation phase, which involves outsourcing in a broader sense, the
production phase, when it involves outsourcing of production capacity and the
backsourcing. (Schulte, A. 2002) This shows that backsourcing always has to be discussed
in the context of outsourcing. The temporal course and the processes of the location
decisions thus become an essential object of investigation.
Location decisions on the phenomenon of backsourcing entail a close network of
relationships between domestic and foreign locations. Likewise, in co-operations without
capital interlinking, for example in strategic alliances such as the Lufthansa Star Alliance,
location decisions are linked to the establishment of close network or network relationships
as well as the exchange of company resources such as personnel, operating resources and
knowledge. So relocation does not just mean ending a pure market transaction with foreign
external business partners. (Schulte, A. 2002)
2. Research objectives and methodology
2.1 Driver and Motives of Backsourcing
The author will give an overview about the most important driver for Backsourcing of
abroad production. This will be based on literature research and more than 10 years of
leading international consulting project experience in terms of outsourcing, shared services
and organisational design.
The motives for outsourcing and backsourcing can change over time. The relocation of
production in 2003 was more marked by a mix of motivations for outsourcing or
backsourcing than in the 1990s. It is also possible to deduce from the increase in
significance of individual relocation reasons which motives have gained in importance.
(Kinkel, S. & Lay, G. 2005) According to the study by Kinkel and Lay (2005), 4.4% of all
companies between 2001 and 2004 accounted for 4.4% of the core manufacturing industries
2003 parts of their production from abroad brought back to Germany. (Kinkel, S. & Lay, G.
2005)
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The production location Germany at least seems still "quite alive", this results from a study
of the Fraunhofer Institute for system and innovation research (FIS) in Karlsruhe.
Statistically speaking just under 15% of the returnees did not outsource in the four to five
years prior to backsourcing. Thus, it is indisputable that backsourcing is used as a short-term
opportunity to correct severe strategic management errors. (Kinkel, S. & Maloca, S. 2008.)
At present, practice reports are increasing, reporting on the relocation of numerous mediumsized companies to Germany. These include u. a. the company Steiff, which due to
irreparable quality defects retrieves its outsourced production capacity from China to
Germany. (SPIEGEL.DE (2008). The appreciation of Germany as a production location has
clearly increased in recent months and with it the position of relocation in the location
decisions. In particular, purely cost-motivated reasons for relocation have recently been
increasingly questioned. (Kinkel, S. & Maloca, S. 2008)
2.2 Assessment of the Drivers and Motivation to the Phenomenon of Backsourcing
The research based on motives for outsourcing and backsourcing can change over time. The
relocation of production in 2003 was marked by a mix of motivations for outsourcing or
backsourcing than in the 1990s. It is also possible to deduce from the increase in
significance of individual relocation reasons which motives have gained in importance.
(Kinkel, S. & Lay, G. 2005) According to the study by Kinkel and Lay (2005), 4.4% of all
companies between 2001 and 2004 accounted for 4.4% of the core manufacturing industries
2003 parts of their production from abroad brought back to Germany. (Kinkel, S. & Lay, G.
2005)
2.2.1 Insufficient Assurance of Flexibility and Deliverability
One of the most frequently cited reason for complications in outsourcing projects, which
may eventually lead to a relocation is the lack of flexibility to deliver abroad. The distance
to the customers is counterproductive. If the finished parts need to be returned to final
assembly or delivery to customers in the home country, in some cases short-term delivery
bottlenecks is possible. As it turned out, the global players often underestimate the not
inconsiderable processing costs with foreign suppliers. (Kinkel, S. & Lay, G. 2005)
Bittermann, H.-J. (2007)
2.2.2 Lack of Compliance within Quality Standards and Risk Management
For example, about 60% of the respondents coined this decision to relocate; due to the
poorer quality, costs for quality assurance, quality assurance and quality control of foreign
locations were incurred. This is due to the fact that a new location requires a certain amount
of learning until it produces in the usual production quality and productivity. This is often
underestimated in terms of time and calculated in an imprecise way. (Kinkel, S. & Maloca,
S. 2008)
Risk management needs to be part of any decision making process, to achieve the corporate
objectives. Key role of risk management is to show uncertainties with their nature and on
the other hand uncertainties. Uncertainties especially about the enhancement of different
opportunities, about achieving defined targets with appropriate performance. But, it does not
embed certainties of events which have already produced measurable effects. (Mateescu et
al., 2015)
The role of process interactions management is also important factor for relocation. This can
be shown by identifying and analyzing certain risk categories at each junction between two
or more processes e.g. hierarchically (vertically) and at a chain processes level
(horizontally). Managers consider that critical data and information can be located at the
interface between processes. When production activities are outsourced to another country
this can increase risks to perform aligned along key processes. This is depending on the
value of the information managed at the process junction. While process interactions add no
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value to the business, it is the linked processes landscape over all regions where the
companies produces, that bring the value to the business. (Mateescu et al., 2014)
By constantly analyzing all impacted and impacting factors, risk management can make
predictions and foresees possible any changes from within the organization, the economic
and political climate. This makes it easier for the organization to adapt to change and makes
it less vulnerable to negative events and would support to now backsource any production
activities. (Heinemann et al., 2017) and (Mateescu et al., 2017)
2.2.3 Underestimated Coordination and Communication Costs
In approximately 29% of the companies, the reasons for the relocation are the coordination
and communication costs. In this case, overhead costs, which include the coordination and
communication of processes, are often underestimated, or the savings resulting from wage
savings abroad are overstated. As a result, in some low-wage countries, the alleged cost
benefits of increased coordination and communication weaknesses are reversed. (Kinkel, S.
& Lay, G. 2005), (Bittermann, H.-J. 2007).
Furthermore, the costs of care and coordination, which are provided by domestic locations,
often underestimated. Coordination ties up employee capacities in Germany and thus
increases their capacity utilization, which can lead to additional costs in the form of
overtime or additional employees. This can also affect domestic business if employees can
no longer provide their required service as a result of overcharging. According to Kinkel
and Zanker 2007, the care costs in the start-up phase amount to about 10% of the total costs.
(Kinkel, S. & Zanker, C. 2007)
2.2.4 Underestimated Development of Cost and Cost Dynamic of Production Factors
Thus, the cause of this motive may be lower expected personnel, capital, material or
manufacturing costs. They can either have increased so much in the course of their stay
abroad due to incalculable events, so that the overall cost situation is comparatively worse
than that of a production at the home location. On the other hand, a cost component of the
production factors may have risen to such an extent that the cost advantages from other
factors of production no longer prevail, and thus the entire cost situation becomes in the
worst case deficit. (Project experience Lange, S. 2018)
Labor costs are to be differentiated for different qualification groups on site. The
productivity of the employees is crucial for the pros and cons of a location. The prospect of
slowly rising wages compared to the home location can be an advantage, even if the wages
under status quo viewing are approximately equal in the comparison alternatives. Thus, the
alternative is awarded on the condition that their wages are less dynamic. (Project
experience Lange, S. 2018)
The number of available working days and holidays or public holidays in the country, the
length and flexibility of local staff working hours should be thoroughly examined.
Qualitative research shows that companies have insufficiently integrated future expectations
regarding cost and price developments at the foreign location into their relocation calculus.
Thus, it may happen that originally beneficial outsourcing over time, due to the change in
propriety due to different dynamic development of global locations, no longer proves
superior in comparison to the German place of origin. (Kinkel, S. 2004)
2.2.5 Lack of Availability of Key Capabilities, Governance, Organization Structure
Since the operating personnel available at the foreign site cannot exercise managerial
functions from the outset, but should be sufficiently trained and trained, the increased
training costs of the workforce and skilled workers for the transitional phase at the new
location is a not inconsiderable cost driver. For example, the companies require highly
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qualified personnel, among others, to carry out innovative, flexible and high-quality
manufacturing processes. (Kinkel, S. & Zanker, C. 2007)
A well-defined corporate governance over all countries where the company operates
(produces) needs not only be defined, it needs to be implemented, adopted, reviewed and
frequently there should be changes on the structure aligned with the strategy and vision of
the company. Future research activities will be focusing as well in the corporate governance
connected with the international risk management and will be integrated into all
management processes. (Lange et al., 2017)
Most of the organizational structures nowadays and even for the close future beside the
functional, geographical, product customer segment and channel structure more related to
flexible models as team based or project based organizational structures. In the past the
structure at the production country was not always much aligned with the headquarter
structure, that caused problems in transparency, decision making and inefficiency and
caused Backsouring. Because most of the time the company needs resources and capabilities
of cross functions and countries to work on specific topics internally as well as externally
for their clients. (Lange et al., 2016)
Conclusions
In summary, it should be noted that in the creation of relocations, cost advantages of a large
number of returnees were overestimated and thus risks such as quality and flexibility
components were tended to be underestimated. Before being relocated, companies are
forced to seek solutions locally. For relocations due to capacity expansions or market entry
strategies, backsliding is less. Under these motives, the majority of companies outsource
their entire products and not just isolated production steps.
Legal and political stability in the target region form the basis for considering well-placed
outsourcing as a strategic option. The logistical situation to production plants, warehouses,
suppliers, customers and forwarding agencies are also decisive. For future market
perspectives and, for example, the enlargement of the EU member states, it is often
important whether the potential future location of the prospective member states makes it
easy to identify and what the expected growth potential in the related sector is.
Production sites, such as Bangalore, India, which was once considered a "tech-earth", were
able to meet the growing needs of fast foreign investment, especially in the field of
infrastructure and property prices, as well as increasing staff turnover coupled with rapidly
rising payrolls Lack of qualified professionals, cannot cope. For example, investors from the
BRIC site increasingly renounced their activities and are currently going strong to South
Africa, one of the new emerging markets, which attracts even lower wage rates and
generally lower production factor costs than the BRIC countries.
Investment grants and subsidies can greatly influence location decisions. For example, this
strategy enhances the region of East Germany as an investment location. Tax advantages in
terms of trade tax, property tax and the taxation of corporate profits are interesting for
corporate policy. Furthermore, it must be ensured that highly automated production with
very good process reliability is possible. In order to avoid temporal and coordinative
disadvantages in terms of the link between production and R & D, an immediate spatial
proximity between R & D and production can be advantageous.
The corporate governance of an international acting company needs not only be defined, it
needs to be implemented, adopted, reviewed very frequently and if necessary after the
review there should be major changes on the structure aligned with the overall corporate
strategy, mission and vision. (Lange et al., 2017)
Future research activities will be focusing more in the corporate governance well connected
with the risk management and integrated into all management processes, this will be better
linked. (Zäh, F. et al. 2005)
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Abstract
Company reporting is developing as it focused for long time on pure financials and
neglected material non-financial information. PIEs were the first mover and included in
their perpetual communication to stakeholders selected topics like sustainability and other
CSR topics. Social responsibility is discussed in various views and gets more popular.
Stakeholders have an increasing demand for decision useful financial and non-financial
information. Corporate reporting will develop to fulfill the information needs of
stakeholders in supporting their decisions. The recent changes in law and regulation
strengthen the reporting obligations regarding non-financials. The paper gives an insight
into the new mandatory reporting requirements in Germany, especially CSR and an outlook
the development in corporate reporting.
Keywords
Sustainability, CSR and non-financial Reporting,
JEL Classification
M42 Auditing

Introduction
Financial reports were in the past the primary source of information to shareholders and
other stakeholders. In giving stakeholders a better insight into the reporting entity the
financial reports were occasional accompanied by Corporate Social Responsibilities or other
sustainability reports. These additional and non-mandatory reports delivered stakeholders
decision useful additional information to the financial statements. Financial reports got
during the years more and more complex and overloaded and are therefore nowadays hard
to understand without specific knowledge or education in accounting. The complexity of the
reporting is driven by new accounting entries like hedging, offsetting pension obligation
with plan assets, the usage of derivatives, deferred taxes and nevertheless the fair value
accounting that should be included in the reports to give a true and fair view of the reporting
entities. Financial statements are today highly regulated and have limited possibilities to
include additional information. Thus, additional non-financial information that is decision
useful, demanded by stakeholders, is given in separate reports. These separate reports have
the flaw of not been issued timely, been not mandatory also regarding the content and are
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without an audit obligation. Thus, the reliance and trust by stakeholders on the non-financial
reports is limited.
Financial reports differ from non-financial reports for instance in a lower impact of
regulations on the reports, focus or stewardship. Non-financial reports are in addition a
second or third reporting line of entities and not reconcilable to the financial statements.
Below an overview to distinguish between financial and non-financial reporting is
displayed:
Table 1 Synoptic comparison between financial and non-financial reporting
Guiding
Financial report /reporting
Non-financial reporting
principles of the
reporting
Transparency on Focus on reporting on financial Holistic view on company’s
financial and
performance of the reporting performance.
Giving
non-financials on business year
shareholders and other
performance of
stakeholders non-financial
companies
decision useful information
Stewardship
Financial capital
All kind of capitals
Focus
The core information is related Past and future orientated
to past financial performance
Timeframe
Presenting one business year in Long
term
focus.
comparison to the prior year. Sustainability
of
the
Short term. Outlook limited to business
one year.
Regulation
Highly regulated information Wide Scope and flexible.
with limited scope and no
variations.
Understandability Not easy to understand
Comprehensive
Source: by the authors based on the EU CSR directive 2014/95/EU 2014.

Regulations enforced lately in the EU obliged reporting entities giving various non-financial
information to stakeholders. Reports in that respect have a more holistic view and are giving
better insights into the reporting entities. After an overview on new reports and the CSR
reporting the next developments in company reporting are outlined the combining of various
reporting silos of companies in one report.
1. New reporting requirements beyond financial information
In following the additional mandatory reporting requirements for German reporting entities
to shareholders and other stakeholders are explained. Not all are enforced as of today.
Listed companies must fulfil the highest standards as stock owner, which are holding mainly
minorities of shares, were seen as in need for protection. Thus, more reporting requirements
exist for companies that are listed or are using the capital markets by issuing bonds (PIE).
Information about the supply chain will be required in the future (Regulation 2017/821/EU,
2017). Companies must give further information on operating segments, equity
reconciliation and cash flow and are in focus of the CSR directive. Non- PIE like SMEs are
also concerned by new regulations and should give additional insights. Below an overview
of the new requirements is displayed giving also the background of the regulation
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Table 2 Overview of new reporting requirements for companies
Scoping
Content of
Transparency
Reporting
information
envisaged
CSR /ESG
PIE with more Mandatory
Harmonization of
than
500 topics
sustainability
based on EUemployees
reports.
directive
2014/95/EU
Equal
Limited
Measures
to Transparency to
opportunities and
companies with foster
equal foster
equal
equal employment more than 500 payment
of payment
employees
woman
and
(Entgeltbericht)
men.
Report on payment All
limited Disclosure of all Transparency and
to governments
companies that payments
to disclosure
of
(Zahlungsbericht)
work in the governments
dependencies
mineral oil, gas like taxes, rents, between
and
minerals entry
fees, government and
industry
or licensees,
reporting entity
perform
wood compensation
harvesting
of fees
primary forests.
Report on salaries
PIE, AG and SE Information
Transparency on
of top
about the policy compensation to
management.
of salary and top management
bonuses granted
(Not enforced)
to those charged
with governance
of the company
Minerals in
All companies Supply
chain Disclosure
of
conflict
that
are information
supply chains and
importing
including risk sources of goods
based on EU
minerals which management
directive
2017/821/EU. (Not destination are and undergone
classified
as audits
enforced)
risky into the EU
Source: by the authors based on the research.
2. Reporting on CSR
Financial reports were in the past accompanied by sustainability and CSR reports. These
reports were given to stakeholders separated from the financial statements. On 22 October
2014 the adoption of the EU directive 2014/95/EU was reached. This is seen by many
authors as a turning point: “disclosure of non- financial information is vital for managing
change towards a sustainable global economy by combining long-term profitability with
social justice and environmental protection […] Thus, the European Parliament called on
the Commission to bring forward a legislative proposal on the disclosure of non-financial
information by undertakings” (2014/95/EU, 2014).
Disclosing non-financial information is since the start of the business year2018 a
regulatory requirement for PIRs. The voluntary initiative to give stakeholders additional
information as in the past changed to a binding obligation. In Germany the mandatory
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reporting topics are included in a special section of the management report or could be given
in separate reports.
The content of the report was harmonized by giving obligatory topics that must be
included. Companies obliged by the directive must provide at least information about five
defined key topics.
Table 3 Overview with examples of mandatory key topics in CSR reports
Example
Example
Example
Key topics of noninformation 1
financial
information 2
Information 3
information
1. Environmental
Water
Air
pollution Overall
energy
consumption in due
to
the consumption to
the production production
renewables
process.
process
and energies
Recycling
of measurements
taken to reduce
water.
and Respecting labor
2. Employee
Diversity
and Health
programs
to safety and work rights
matters
develop diversity
3. Social matters
Development of Interaction with Protecting of local
local area
local institutions environment
and parties
4. Respect for
Supply
chain Child labor
Polluting
human rights
controls
industries
–
pathogenic impact
5. Anti-corruption Whistleblower
Compliance to KYC procedures
and bribery matters hotline
the 4th EU performed
directive
Source: by the authors based on the EU CSR directive 2014/95/EU 2014.

The EU directive includes a comply-or-explain principle that requires all topics mentioned
in the EU directive must be explained by the PIE (Lanfermann, 2015). In case that one of
the mandatory topics is not relevant the PIE must explain reasoned the fact that no
information is given to stakeholders (Seibt, 2016). This principle allows to customize the
reporting, but did not diminish the comparability.
The EU directive includes in addition an escape rule. The rule allows entities preparing a
separate report for the same financial year, if relying on national, EU-based or international
frameworks, such as UN-Global Compact, ISO 26000, GRI, IIRC and covering all
information required for the CSR reporting, from preparing an additional CSR report (Seibt,
2016). EU member States must exempt, based on a transformation in local law, companies
from providing the EU CSR report, if it fulfils the requirements of the Directive in another
report and this report is published in due time with the financial statements (Hinze, 2016).
The EU directive allows in remote and rare circumstances, if disclosure may have a negative
impact on the commercial position of a PIE, to hide the relevant information (2014/95/EU
2014). Risks of certain exposure for the commercial position might allow too omit
information to the stakeholders (Lanfermann, 2015).
The aim of the EU CSR directive is harmonizing the reporting of companies within the EU.
The EU Commission’s assumes rightly that stakeholders have beside pure financial
information “interested in social and environmental information” (2014/95/EU, 2014). The
EU assumes also that published non-financial information by entities may not be biased.
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Entities tend to outline positive aspects and to mask or leave out negative aspects. Thus,
mandatory and standardized reports may force companies to give more reliable information.
The EU is supposing that a better comparability of non-financial information given is
necessary to reduce the cost of information. Stakeholders compare entities to each other
regularly by analyzing the prospects of companies. Harmonized reports have the advantage
that the efforts to analyze are clearly lower, if the reports base on the same underlying
requirements. This cost reduction measures are especially useful and desired by
multinational entities (Szabó, Sørensen 2015).
Table 4 Example of CSR reporting requirements
Reporting Requirement for each of the
Examples of information given
five mandatory topics
Business model of the reporting entity: a Distribution of sport equipment
brief description
produced in Germany, but also
outside the EU in emerging markets.
A description of the policies pursued by Brief description of the supply chain
the PIE in relation to those matters, and the procedures performed to
included
due
diligence
processes avoid a negative impact on the
implemented
reporting entity.
The outcome of those policies
Number of supplier reviewed.
Number of certified suppliers.
The principal risks related to those Disclosing possible risk resulting
matters linked to the company's out of the supply chain and impact.
operations including, where relevant and Likelihood and amount of risk
proportionate, its business relationships, should be mentioned.
products or services which are likely to
cause adverse impacts in those areas, and
how these risks are managed
Key performance indicators - non- Water consumption per year;
financial.
fluctuation of personnel; number of
bribery matters reported; amount of
industrial accidents.
Source: by the authors based on EU CSR directive 2014/95/EU 2014.

The directive outlines interpretation on the reporting topics to give guidance for preparing
the CSR reports in line with the EU directive.
The disclosure of CSR information will have a material impact on the PIE organizational
processes as topics to report are wide and covering many sustainability and non–financial
aspects. The overall ratio between non-financial information to financial information will be
improved (Szabó, Sørensen, 2015).
The directive gives a lot of flexibility to companies in the information to disclose as they
can choose what to report as long they cover the obligatory topics (2014/95/EU, 2014). The
directive does not request to report on precise issues and general overview of companies’
non-financial information in relation to their business is deemed enough. Today most of the
large companies, which are in scope, already provide information about CSR, either on their
webpage or in specific reports (Stawinoga, Velte, 2016). Thus, the directive confirms and
harmonize from a regulatory perspective a current practice.
Finally, a noticeable change is the role of statutory auditors occurred as the auditors must
confirm the existence of the non-financial statement, even if the examination of the content
is not obliged (2014/95/EU, 2014).
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3. One report combining financial and non-financial information
Reports of companies to stakeholders have no long tradition as companies were very
reluctant giving any information to outsiders. Starting with the development of the stock
markets in the twenties of the last century, especially in the USA, the demand for decision
useful information by shareholders and potential shareholders increased (International
Integrated Reporting Council, 2015). New regulations, like the ones that resulted out of the
first stock market crash in the late 1920, improved the quality of company reports. The
demand for information beyond financial increased over time resulting in a higher amount
of requested decision useful trustworthy non-financial information (Seibt, 2016).
Information given in financial statements is structured, strictly regulated and a huge amount
of time was spent to develop them. The relevance of this information is increased by an
audit obligation of the underlying reports (Singer, Bußian, Stiegler & Hell, 2017).
Reports are developing and will change in the future. Due to the World Wide Web, the
digitalization, the shorter IT processing times and the possibility to get information from
different public sources, the overall amount of available and process able information
increased sharply in the last decades (Singer, Bußian, Stiegler & Hell, 2017). Today the
share of non-financial information in overall available information is excelling the
traditional financials (Vaessen, 2016). But financial statements are not designed or cannot
give important information about capitals that contribute to the overall performance of
companies like human capital, social and relationship capital, natural resources,
manufacturing or intellectual capital (International Integrated Reporting Council, 2013).
New reporting formats, like the integrated reporting or one report deliver information on all
kind of capitals not only financial capital (International Integrated Reporting Council,
2013).
The integrated reports are boosted by a higher demand on non-financial information
combined with the need of giving material information in a structured way. Relevant,
sufficient and modern sustainable reporting be a reporting that is combining all material
information on capitals used in one report on which stakeholders can trust (International
Integrated Reporting Council, 2015).
Reports outlining all decision useful capitals at one time are reducing the costs by
companies and the information cost by the stakeholders (Eccles, Schulschenk & Serafeim,
2012). In addition, the implementation of an audit obligation for non-financial information
could contribute in building trust.
Conclusion
Performance measurement by companies today is taking non-financial measures into
account to describe the actual performance and the gap to the desired targets. Performance
measurement systems are considering measures and value drivers beyond financials.
Balance scorecards include customer, process and learning perspectives (Kaplan & Norton
1996). Company reports on the other hand are neglecting such wider view on performance
and are focused still on financials.
It is common understanding that information to stakeholders must be relevant for their needs
(PricewaterhouseCoopers, 2016). Information is relevant if it is decision useful. Whether to
invest or disinvest, whether to sign a contract as supplier or employee is not been judged by
pure financial information (PricewaterhouseCoopers, 2016). Stakeholders take regular nonfinancial information into account in their decision process (Hinze, 2016). New reporting
requirements are established giving harmonized information on CSR, payments to
governments and the equal payment of women and men beside the financial statements.
The next development for corporate reporting will be an integrated report that will combine
all material decision useful information in one report to stakeholders. This combined report
is not the end of the development of corporate reporting as printed reports will be
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complemented by a perpetual reporting to stakeholders. The future of company reporting
will be an interactive perpetual communication between the reporting enterprises and the
shareholders and other stakeholders based on online platforms (Eccles, Schulschenk &
Serafeim, 2012). Stakeholders will be enabled to perform their own analyses and can
combine individual reports customized to their needs assisted by professional tools free
available for them. Reporting will shift to communication building stakeholder involvement
and trust.
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Abstract
This study covers research conducted to assess the current state of external assurance of
sustainability reporting. Stakeholders, Potential investors and rating agencies specialized on
sustainability also rely on disclosures from corporate sustainability reporting in order to
consider this information in their business decisions or in providing ratings to interested
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Introduction
There is a growing awareness and understanding of the need for an active and coordinated
response to fundamental global developments (climate change, population growth,
urbanisation, etc.) by both the international community of states and the private sector.
Regulation density is growing, and the complexity for companies and the requirements they
and their reports must comply with, are also growing. This situation also provides
companies with opportunities to better position themselves and to anticipate developments.
At the same time, however, the necessity of recognising the associated risks and minimising
their effects is also clear.
A growing number of stakeholders expect these factors to be considered in company
reporting. Investors, especially professional investors, take sustainability factors into
account because they recognise that unsustainable economic activities can cause operational
problems for companies and thus have a negative impact on company profits. Thus, from
this return-driven point of view, it is also necessary to take sustainability factors into
account (Schmid, Olaru & Verjel, 2017). This applies above all to investors with a longterm perspective, for example, in the field of retirement planning.
Until the recent past, stakeholders and investors did not have an easy way to compare the
sustainability performance of different companies. Those who wanted to invest sustainably
were limited to a relatively small group of products bearing a sustainability stamp. These
products, also known as socially responsible investments, often pursue strategies that are
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either based on exclusion criteria or in which the fund management takes an activist
approach to encourage companies to operate more sustainably.
Over time, the need to compare company sustainability has led to the development of
sustainability rating agencies. The purpose of these agencies is mostly to research and
measure the ecological and social performance and weaknesses of companies and countries.
In particular, the results are eco-ratings and eco-rankings. An eco-rating is prepared by
rating agencies that examine and evaluate companies according to ecological criteria.
In this case, the company is not subjected to a credit evaluation of its current and future
liquidity, as is the case with conventional ratings, but rather to a rating based on its
ecological creditworthiness. It reflects information about the sustainable overall
responsibility of the company. The eco-rating evaluates the ecological impact of products or
services over their entire life cycle. All areas of the operational value chain, such as
procurement, production, sales, logistics, controlling, personnel, organisation and financing,
are considered (Schäfer, 2016, pp. 449f). The aim of an eco-rating is to express the
ecological performance of a company through a highly aggregated evaluation. An eco-rating
serves as decision support for investors and consumers.
The basis of these eco-ratings is mainly information made available by the company. The
fundamental question dealt with in this work is the quality and decision usefulness of
sustainability information provided by companies in their sustainability reporting.
A key factor in assessing the usefulness for decision making is the question of how reliable
company information published in sustainability reports is. This study is dedicated to
analysing whether and to what extent companies sustainability reporting is verified by
external assurance. This study is based on data from the Global Reporting Initiative
(“GRI”), which was kindly provided to us by the GRI for the purpose of our analysis in the
context of the GRI’s Sustainability Disclosure Database.
1. Decision usefulness and information quality of an external audit in the context of
sustainability reporting
Materiality for decision making is an international accounting principle. Basically, a piece
of information on the financial market is considered useful for investors if they can use it to
draw conclusions regarding the amount, temporal progress and degree of security or
expected risk of future cash flows. From a different point of view, a piece of information on
the financial market is considered useful if it could lead an investor to change investment
decisions.
For example, concerning accounting, IAS 1 establishes the requirement to present all
business transactions and other events and conditions in a company in such a way that all
necessary information is made available to the recipients, allowing them to make decisions
(Iasplus.com, 2018). This compliance requirement does not contradict the principle
(overriding principle) of not applying a prescribed individual provision if it misleads the
recipients instead of supporting them in making a decision.
The audit of the annual financial statements is intended to ensure their quality as an
information tool for parties external to the company. The main function of an annual audit is
to provide the recipients of the annual financial statements with a sound and correct
information basis for their (investment) decisions. However, ensuring the information
function of the annual financial statements is not solely the responsibility of the auditor, but
also the responsibility and task of the company’s management or Board of Directors.
Assuming that people act rationally, the expected returns are of particular importance for
investment and financial planning decisions made by investors. The expected returns are
occasionally determined on the basis of available information taken from data provided by
the annual financial statements. Therefore, from the investor’s perspective, a low-quality
information is judged negatively, as it can have negative monetary consequences.
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For the recipient of the annual financial statements, a low audit quality is particularly
relevant when the quality of the information provided is also rather low. With high-quality
information, at least in theory, even the complete waiver of an audit, e.g. by reducing the
amount of work to (almost) zero, might not lead to any (financial) disadvantages for the
investor, since the annual financial statements would be error-free, even without an audit.
Since this is often not the case, or because of the existence of the most different information
asymmetries, an audit of the annual financial statements is required by law.
In addition to the value-added function, the auditor also fulfils an authentication function
and thus an assurance function vis-à-vis the recipient of the financial statements. In the
context of this assurance function, the recipients of the financial statements may file a
damage claim against the auditor if they have relied on the information of the audited
financial statements assuming it to be true, but afterwards it has turned out to be incorrect.
An investor (financial statements recipient) will generally be willing to pay a higher price
for a company’s shares or a participation therein if the information has been audited and
there is a right to file damages against the auditor.
Those principles for auditing financial statements are a proper guideline for the audit of
sustainability disclosures. The objective quality of sustainability reporting is thus
characterised by the degree of compliance with the relevant standards, as is the case with
published annual financial statements and the assurance thereon. In current discussions, the
function of sustainability reports as an information tool for the capital market is being
highlighted, because investors can base their investment decisions on information published
by companies that is included in their sustainability disclosures.
2. Principles of sustainability report audits and assurance on sustainability reporting
In most cases, company reports no longer contain only financial information. In the context
of the growing importance of “Integrated Reporting”, additional, non-financial information,
is also disclosed. Sustainability reports play a particularly important role here. In general, a
sustainability report comprises the identification, publication and reporting of the
company’s performance to internal and external stakeholders concerning the goals of
sustainable development.
Basically, the question as to whether or not companies should publish a sustainability report
is no longer relevant. The question is rather whether the information reported is credible and
reliable (Pfyffer/Jurt, 2011, p.17). Further remarks on sustainability report audits relate to
voluntary audits in this field, but not to the statutory duty to audit sustainability-related
information, e.g. as part of the management report. In contrast to statutory annual or groupconsolidated financial statements, in most country’s there is no obligation to have their
sustainability reports audited by an external assurance provider even when reporting
companies are exceeding size classifications or have publicly traded shares on stock
exchanges. Thus, assurance audits on sustainability disclosures are predominantly voluntary.
Currently the is no uniform assurance auditing standard due to the lack of obligation
concerning the standards to be applied in the preparation of sustainability reports. Thus, it
can be assumed generally difficult for stakeholders to make appropriate use of the
information disclosed to obtain a comprehensive picture of a company’s sustainability
performance, as it often differs in scope and content. In order to provide credibility to
sustainability reports and the information they contain and, for example, to counter the
suspicion of so-called “greenwashing”, domestic and international companies are
increasingly submitting to voluntary external audits (Owen/O’Dwyer, 2008, p.399).
As counterarguments of sustainability report audits are their cost for the reporting company
and uncertainties regarding an actual increase in credibility. In some cases, companies even
consider that such an audit is rather the responsibility of the management or of an internal
audit. However, it can be argued that there is a higher risk of a lack of independence for a
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company’s internal audit department and, consequently, the desired increase in credibility
for the stakeholders may not be achieved at all.
In addition, a company may consider that it is not yet prepared for an external audit due to
the relatively early stage of development of sustainability reports and of the underlying
management and information systems. However, considering that the internal reporting
systems are still under development, an external audit should precisely be able to strengthen
the stakeholders’ confidence in the information reported. In addition, it could also uncover
potential for improvement in the company’s internal decision-making, control and reporting
processes, for example. In this context, the support function of an audit could serve to
achieve a more consistent integration of the sustainability principle into the strategic and
operational decisions of the company.
Conducting an external audit of sustainability reports does not constitute a statutory duty of
the auditors. Thus, in addition to auditors and auditing firms, auditing services can also be
requested from suitably specialised consulting firms, certification companies or experts
specialising in technical audits, as well as non-profit organisations from the environmental
sector. Furthermore, joint audits are also possible in the same way as statutory annual
financial statements joint audits, whereby, in principle, different combinations of audit
service providers are conceivable.
Sustainability report audits must be clearly distinguished from financial statements audits.
There are substantial differences, e.g. concerning regulation, organisational position, client
or approval and supervisory duties. Irrespective of the auditing standard used, and in
addition to the subject matter of the audit, the scope and assurance level of sustainability
report audits can be established individually between the company and the audit service
provider.
There are several audit standards relating to sustainability reporting. International
acceptance is given to the reporting standards ISAE 3000 and AA1000 AS. In addition,
there are country specific standards like the German IDW PS 821 issued by the Institute of
Public Auditors in Germany.
The individual audit assurance level is described differently, however the corresponding
definition or interpretation is similar. While ISAE 3000 distinguishes between reasonable
assurance and limited assurance, AA1000 AS refers to audit assignments with high
assurance or moderate assurance. IDW PS 821 differentiates between the audit and the audit
review of sustainability reports. In the case of an audit, there is sufficient assurance, but in
the case of an audit review, there is limited assurance. In accordance with ISAE 3000, the
other standards also offer a combination of assurance concepts for different report
components.
Concerning the opinion report of the audit, each standard provides for the preparation of an
audit certificate. Within the sense of the support function, the standards also offer room in
the audit certificate for recommendations made by the audit service provider. While
according to ISAE 3000 and IDW PS 821 certain facts even require a kind of obligation on
part of the auditor to the legal representatives or the supervisory body of the company, and
thus a supplementary report for the company is required in addition to the audit certificate,
AA1000 AS foresees no such report to be submitted by the audit service provider. AA1000
AS only considers a separate report to the management in contractually agreed situations.
The subject matter and scope of the audit are agreed upon and are primarily determined by
the company. Depending on its design, the audit offers reasonable assurance or limited
assurance. Overall, the sustainability report audit process might be based on the financial
statements auditing process.
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3. Analysis
Quantitative-descriptive analysis
The analysis was conducted on the basis of the metadata of 5,224 sustainability reports
published in calendar year 2017 to publicly available GRI’s Sustainability Disclosure
Database. The data comprises detail information of sustainability reports from 40 countries
on six continents from 7 different organisation types of companies. The aim is to show
quantitative-descriptive factors relating to assurance details of sustainability reports.
Results of the assurance analysis of sustainability reports
The analysis reveals that only 1,018 of 5,224 of the published sustainability reports are
audited by a third, independent party. This represents 19,5% of the analysed population. In
great part, this appears as a very limited response to widening regulation, business and
public expectations about sustainability challenges. However, there are notable differences
between countries, structure and sectors of reporting companies.

Fig. no.1: Percentage of reports that included some
type of external assurance statement by continent

Fig. no.2: Percentage of reports that included
some type of external assurance statement by
country status

The comparison by continent (fig. no.1) reveals that sustainability reports from Oceania
(36.0%) and Europe (25.7%) have the highest percentage of reports that included some type
of external assurance statement. Regarding the observation for Oceania limitation arises due
to the limited number of reports submitted to the GRI’s Sustainability Disclosure Database
(25 submitted reports in total for 2017). There is potential bias, as submitted reports for
Oceanian are represented by listed companies with more than 76% of the Oceanian report
population which is slightly higher than the average percentage of listed companies in total
population. However, a comparison by overall listing status shows that listed companies
(20.4%) have a slightly higher percentage of reports that included some type of external
assurance statement in comparison to non-listed companies (17.4%) in the comprehensive
population. The difference, which tends to be lower than initially expected by us, indicates
that the demand for assurance by stakeholders from listed companies is not materially
different in comparison to stakeholders from non-listed companies.
A reasonable explanation for the higher percentage in Europe might be the reinforced public
focus on sustainability reporting due to the European Union Corporate Social Responsibility
Guidelines from 2014, which were transformed in national laws e.g. applicable for German
capital market-oriented companies for reporting periods starting January 1, 2017. On the
other hand, sustainability reports from African companies (7.9%) show the lowest
percentage of assurance statements. This is an indication that demand for assurance
statements in African countries is lower than in other regions. However, due to highly
dispersed economic performance of countries within each region, the analyses of continentbased sustainability reports cannot be considered as plenary picture.
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By additionally analyzing the assurance by country status, the result provides are broader
insight to the economic performance of the sustainability report country in which the
organization’s headquarters are located and the assurance status. Members of the
Organization for Economic Co-operation and Development (25.6%) tend to have the highest
percentage of reports that included some type of external assurance statement. Lower
Middle Income Countries and Territories (12.7%) and Upper Middle Income Countries and
Territories (11.7%) are represented by a significant lower percentage of the assurance status.
For companies from Other Low Income Countries and Territories and Least Developed
Countries there are no reports in the GRI’s Sustainability Disclosure Database that included
some type of external assurance, whereby 108 sustainability reports of those country status
were subject to our analyses. It can be assumed that there is a positive relationship between
the economic performance indicated by the specific country status and the percentage of
reports that included some type of external assurance statement.
Table no. 1: Applied Standards
segregated by company listing status

Applied Standard
ISAE 3000
AA1000 AS
Other (national
Standards)

listed non‐listed
429
101
218
54
175

53

Fig. no.3: Percentage of different assurance scopes of
reports

When the entire sustainability reporting is subject to the scope provided by assurance
provider, a wide range of sustainability topics can be basis of the assurance. However, it
needs to be noted that although a wide range of topics were assured, some assurance work
only covered disclosure information whereas
there are also instances covering
underlying internal control processes. In contrast, assurance of specific sections indicates
that only chosen, mainly environmental sustainability topics, such as water, carbon and
waste disclosure are subject to the assurance work performed.
In terms of the assurance scope (fig. no.3) of the 1.018 reports that were subject to external
assurance procedures it can be observed that a comparable number of audits were performed
for specific sections (47.0%) and the entire report (46.4%). 2.2% of the reports were subject
to other scopes while in 4.5% the cases it´s not specified which assurance scope was
applied.
An analysis of the standards (table no.1) provides an overview to which reporting standards
was referenced to in the analyzed sustainability reports.

136

New Trends in Sustainable Business and Consumption

Fig. no.4: Percentage of different assurance levels
of reports

Fig. no.5: Providers of assurance

The most-referenced assurance standard was ISAE 3000, which was mentioned in 530
assurance reports. The AA1000 AS standard was referenced in 272 reports. Other
Standards, which are mainly country specific sustainability standards, were referenced in
128 reports.
The level of assurance indicates the extent and depth of the assurance work the assurance
provider undertakes in relation to sustainability reporting. It can be segregated into two
levels. The ‘reasonable/high’ assurance is in general a more extended audit approach in
comparison to ‘limited/moderate’ assurance but it´s still involving some risk of
inappropriate conclusion.
From the analyzed assurance reporting, 78.9% indicated that limited/moderate assurance
had been performed (fig. no.4). There were only 5.9% assurance reporting that claimed to
perform reasonable/high assurance. A potential reason for the significant higher share of
limited/moderate assurance in comparison to reasonable/high assurance might be cost
considerations, as a higher level of assurance goes along with higher fees that an external
assurance provider will charge to companies requesting assurance work to be performed. It
can be assumed that companies see no significant additional benefits and that stakeholders
might not strongly demand a higher level of assurance.
A variety of service providers offer external assurance of sustainability disclosures. In order
to deliver an acceptable degree of reliance to stakeholders, external assurance providers are
also expected to be independent from the organization in order to be able to conclude on an
objective and impartial opinion or conclusion.
External assurance service providers in the context of this analysis are divided in three
groups. Accountancy firms, which are normally connected to global professional accounting
service networks. Their core competency is the expertise in financial and non-financial
reporting in addition to specific sector-based market knowledge of a diversity of business
sectors. Engineering firms, which offer technical certifications and engineering expertise.
This group also comprises technical certification agencies. The third group are small
consultancies and boutique firms. In general, those consultancy firms have a specific focus
on sustainability related issues.
The analysis of the assurance providers (fig. no.5) shows that in most cases assurance work
is performed by accountants (62.9%). Particularly noteworthy here is the involvement of the
so called Big-4 accounting firms (PWC, KPMG, EY and Deloitte) because they represent
the majority of accountants who audit sustainability reports in our analyzed population. It
can be assumed that in addition to competency considerations, accountants are preferred
assurance providers due to the fact that the audit of sustainability reports is partially based
on company information that is also subject to financial statement audits performed by
accountants.
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Fig. no.6: Assurance level by providers of assurance
Furthermore, especially reasonable and high level of assurance opinions or conclusions
require a broad understanding of the company and its internal processes which is also
subject of financial statement audits. By focusing on economic reasons in terms of the fee
that an external provider charges for an audit of sustainability reports, engaged financial
statements auditors might have an advantage in comparison to other providers like
engineering firms (21.3%) and small consultancies/boutique firms (15.8%) that both have a
significantly lower share as assurance providers in our analysis.
Regarding of the assurance level of assurance work provided by the mentioned assurance
providers (fig.no.6) there are no significant differences in a direct comparison that can be
noted except for that fact that not specified level of assurance work of small consultancy/
boutique firms is tending to exist more often in comparison to the other assurance providers.
Conclusion
The research shows that the large majority of sustainability reports is not audited by an
external assurance provider. The focus on improving sustainability reports by utilizing
external assurance is lagging behind substantially. Out sustainability reports published in
2017 from GRI’s Sustainability Disclosure Database, only 19,5% underwent assurance
procedures. While there are only limited conclusions possible in a by continent analysis, it
can be assumed that there is a positive relationship between the economic country
performance indicated by the specific country status and the percentage of reports that
included some type of external assurance statement.
Regarding the assurance scope, it can be observed that a comparable number of audits were
performed for specific sections and the entire report. As the assurance scope and extend of
sustainability disclosures is first and foremost depending on company management
decisions, its not surprising that many companies request assurance procedures for very
specific parts of their sustainability disclosures. Reporting companies mostly request
assurance work to be performed based on international assurance standards like ISAE 3000
and the AA1000 AS, while there are also notable instances where country specific
sustainability standards were applied.
The assurance providers, ranging from accountants, engineering and other professional
services firms is concentrating on the accountants as they carry out the majority of assurance
work in the analyzed population. It will be interesting to see how external assurance trends
will develop in the context of the increasing demands for reliable sustainability reporting. It
is likely that more and more companies optimize sustainability reporting within the
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boundaries of local laws and regulations, accompanied by stakeholders looking critically at
the reliability of sustainability information
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Abstract
This study covers research conducted to assess the development of sustainability reporting
in Europe from 2014 to 2017 based on the Sustainability Disclosure Database from the
Global Reporting Initiative. Sustainability reporting is a key platform for organizations to
measure, understand and communicate their economic, environmental, social and
governance performance in order to set goals, and manage change in corporate social
responsibility more effectively. EU regulation on sustainability reporting requirements
increased since 2014. This study explores whether there are notable structural changes in the
European sustainability reporting universe regarding specific characteristics. This comprises
quantitative-descriptive analyses regarding geographic and institutional factors of reporting
organizations as well as applied reporting frameworks and references to sustainability
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Introduction
Nowadays, it is no longer a question of reporting on corporate activity and the sustainability
performance it provides, but rather "what" and "how" to report, which raises questions
regarding the quality of sustainability reporting. Throughout the world, enterprises are
choosing to be more transparent about perceived social responsibility due to increasing
stakeholder pressure as reporting addressees by drafting a sustainability report on the impact
of their operations on the environment and society and how these impacts are handled.
Sustainability reporting is a key tool for many companies to actively meet the increased
transparency requirements and information needs of various stakeholders. Gray et al. (1987)
define sustainability reporting as reporting to society and to certain interest groups on the
social and environmental impact of entrepreneurial activity (Gallego 2006, pp. 78-97).
Sustainability reporting should demonstrate that companies are aware of the environmental
and social challenges (such as climate change, water scarcity, ecosystem degradation, food
security, urbanization, population growth, etc.) and how companies understand how these
things affect their business. Stakeholder communication can be seen as a compelling tool to
build trust, loyalty and to contribute to the realization of numerous business benefits
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(Morsing, 2006, pp. 323f). In order to increase the quality of sustainability reporting, there
are different reporting frameworks (such as UN Global Compact, OECD Guidelines for
multinational companies or ISO 26000 by the International Organization for
Standardization). The world's most commonly used framework are the reporting guidelines
from the Global Reporting Initiative (“GRI”). The GRI guidance can be considered as the
world-wide de facto standard for sustainability reporting (Werner, 2005, p. 73).
The objective of the GRI is that new GRI standards of sustainability reporting to be can be
maintained and more flexibility with clearer instructions, a clear terminology and a modular
design to facilitate users creating a sustainability report without content redundancies and a
logical structure.
This article contributes to the growing scholarship on the of development of sustainability
reporting. We first illustrate the emerging legal context of the reporting requirements. The
second part of our article is an empirical analysis of European reports drawn up on the basis
of the Global Reporting Initiative guidelines in the time period from 2014 to 2017, and
looks if and how specific institutional factors of the sustainability reporting universe
changed during the observed period.
Review of the scientific literature under consideration of legal context and principals
of sustainability reporting
In some countries, there has been a legal obligation for certain companies to report on
sustainability aspects for many years. For instance, large companies in Germany that need to
publish annual reports are obliged to report on the development of relevant indicators on
environmental and employee issues within the management report since 2006 - insofar as
these are relevant for business success. Comparable regulations can also be found in other
European Union (“EU”) countries, as the reporting obligation is based on a corresponding
EU directive.
In 2014, at EU level, an advanced reporting requirement regarding Corporate Social
Responsibility (“CSR”) was adopted in the management report (Directive 2014/95 / EU on
disclosure of non-financial and diversity information). EU member states had to adopt the
directive into national law by December 6, 2016 (European Parliament, 2014). As an
illustrative example, in Germany, the directive was implemented by CSR Directive
Implementation Act (German: “CSR-Richtlinie-Umsetzungsgesetz”) through changes in the
German Commercial Code (German: “Handelsgesetzbuch”).
The German Corporate Social Responsibility reporting obligation constitutes that as of
2018, capital market-oriented companies with more than 500 employees must include a nonfinancial statement in the disclosed management report. However, companies may publish a
separate report instead of the non-financial statement in the management report. The nonfinancial statement must address at least environmental, social and labour issues, respect for
human rights and the fight against corruption and bribery. In doing so, the companies have
to report their respective concepts (meaning provisions and measures) and describe the
developments with key figures. Also, the risks that are associated with Corporate Social
Responsibility reporting topics have to be described. This should refer to suitable guidelines,
which are however not explicitly named in the law. If the reporting does not refer to
appropriate guidelines, this has to be explained. In addition to the non-financial statement,
corporate governance disclosures require a description of the diversity concept for the
company's management and supervisory bodies.
In a sustainability report, relevant information regarding its sustainability performance in
addition to the information in the financial report of an organization should be provided
(Global Reporting Initiative, 2006, pp. 2ff). Organizations should present their sustainability
strategy, which is commonly based on a specific sustainability concept. In particular, the
explanation of interactions and conflicting goals is important between the dimensions of
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ecology, economics and social issues. In addition, sustainability reports should outline
previous sustainability-related activities as well as an outlook for future sustainabilityrelated challenges.
Sustainability reports should comprise all relevant activities, products and services of the
organization so that the readers can get an overall insight of the organization, its purpose
and objectives. It is important that the reporting organization is clearly described and that
the parts covered in the report are distinguished from the non-covered parts. An example for
non-covered parts might comprise locations abroad that do not have sufficient data or
certain activities performed by subsidiaries or joint ventures that are not included in the
report.
It is important to present information according to its importance in the social,
environmental or economic context. Essential in this sense is information when it is
important to the organization and when it has special significance in terms of the
environment. Furthermore, completeness regarding the core topics is a relevant factor. Since
completeness is hardly achievable in view of the many topics related to sustainability, it is
important to understand the spectrum of essentials to delineate plausibly and
comprehensibly from the less significant topics. When organizations select essential topics,
it must be ensured that both ecologically and socially or economically important topics can
be found in upstream or downstream production stages. Therefore, the product life cycle
should be taken into account. In addition, arguments on individual topics should be
understandable for the readers.
The guidelines of the Global Reporting Initiative are internationally recognized and have
long been established as de facto standard on sustainability reporting. The current guidelines
have been transposed into 36 standards without any substantive changes in comparison to
the previously issued GRI G4 guidelines. The GRI Reporting Framework is intended to
serve as a generally accepted framework for reporting on an organization’s economic,
environmental, and social performance (Global Reporting Initiative, 2006, pp. 2ff). It is
designed for use by organizations of any size, sector, or location. It takes practical
considerations faced by a diverse range of organizations into account – from small
enterprises to those with extensive and geographically dispersed operations.
The first GRI guidelines were prepared in the late 1990s with the involvement of
stakeholders. They were then further developed on a regular basis, also with extensive
involvement of stakeholders. Among other things, the GRI Guidelines require well-defined
metrics on the economic, environmental and social aspects of the reporting entity's
activities, products and services. In addition, there are so-called sector supplements that
contain special requirements for different industries.
In 2013, the fourth generation of the guideline was published with the GRI G4 guidelines.
GRI G4 contain some major changes to its predecessor GRI 3.1. Additional sustainability
indicators have been added and, in addition, when confirming the application of the
guidelines, it is no longer the application levels* A, B and C that are differentiated, only the
options† "core" or "comprehensive". In addition the materiality analysis evolved towards a
greater significance. Organizations should clarify the relevance of their sustainability issues
*

Application levels in GRI 3.1 represented a clear communication about which elements of the GRI
Reporting framework have been applied in the preparation of a report. There were three levels
applicable. They were titled C, B, and A. The reporting criteria found in each level reflects an
increasing application or coverage of the GRI reporting framework.
†
General Standard Disclosures are to be reported for both options, with a larger number reported for
the Comprehensive option. For each identified material aspect, the organization should disclose the at
least one indicator when choosing the core option. In contrast, for each identified material aspect, the
reporting organization should disclose and all Indicators related to the specific material aspect.
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and not report on irrelevant aspects. In addition, the presentation of internal structures and
processes for the implementation of sustainability is of greater importance. The transition
period, during which GRI G3 could still be used, expired at the end of 2015.
In 2016, the Global Reporting Initiative translated the GRI guidelines into 36 GRI
standards. At the time of the transition, G4 guidelines and standards requirements were the
same. However, only the standards will be subject to further updates in the future. Since it is
unlikely that all standards will be adjusted at the same time, from now on there will no
longer be such wide-ranging changes as in previous revisions of the guidelines.
The changeover to standards takes account of the factual role of the GRI guidelines.
The GRI emphasizes that the GRI standards are not is a new version, rather, none are new
recorded topics and the basic concepts and information of GRI G4 has been adopted (Global
Reporting Initiative, 2016). However, there is now a consistent distinction of requirements
recommendations and guidance.
Comparable to the structure of International Financial Reporting Standards (“IFRS”), the
topic-based GRI standards represent a set of modular, cohesive standards. By changing to an
individual standards structure, it is intended to make the GRI content more flexible. One
part of this flexibility is that changes can be adopted to individual standards without the
requirement to amend the whole framework. Furthermore, the flexibility in the application
of the GRI standards for reporting organizations has been increased because organizations
that are only affected by specific sustainability issues have the option to report isolated
topics individually (results in "GRI-referenced" annotation).
Research methodology
The analysis was conducted on the basis of the metadata of 8,338 sustainability reports of
European organizations published in calendar years from 2014 until 2017 to publicly
available GRI’s Sustainability Disclosure Database. The data comprises detail information
of sustainability reports from 7 different organization types of organizations.
The aim is to show quantitative-descriptive factors relating to the structural development of
sustainability reports disclosed by European organizations from 2014 until 2017.
The analysis reveals that almost half (44.2%) of 8,338 analysed European sustainability
reportings are disclosed from organizations with group headquarter in five specific
European countries. Those are United Kingdom of Great Britain (11.8%), Germany (8.6%),
France (8.2%), Spain (8.2%) and Sweden (7.3%).
By analysing sectors of reporting organizations in the population it can be observed that
“Financial Services” is the sector with the most filed European sustainability reportings in
the GRI’s Sustainability Disclosure Database, representing 13.5% of the population. Other
frequent sectors are “Energy” and “Energy Utilities” (9.8%), “Food and Beverage Products”
(6.7%) and “Construction” (3.5%). As “Financial Services” comprises various types of
financial institutions, for instance banks, insurance companies or brokerage firms it is not
surprising that this sector type is most frequently included in the population. Thus, the
frequent occurrence is mainly caused by the underlying definition of sectors and not by the
general observation that financial institutions are the most engaged reporting organizations.
However, the analysis reveals that the population is characterized by a highly dispersed
sector structure.
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The analysis of the organization size of reporting organizations (fig. no.1) reveals that
majority of organizations of the analysed population are large organizations (2017: 58.2%)
and multi-national enterprises (“MNE” 2017: 29.2%). Large organizations are represented
by entities exceeding the size criteria of 250 employees, EUR 50 million revenues or total
assets on the balance sheet of EUR 43 million. In case that a large company operates in a
multi-national environment the company is classified as multi-national enterprise.
Small and medium-sized entities (“SMEs”) are represented by 12.6% of the population. The
organization size is classified as SMEs based on the local regulations. In case that there is
no applicable local regulation regarding the SMEs, the SME definition of the EU was used.
This is represented by entities not exceeding the size criteria of 250 employees, EUR 50
million revenues or total assets on the balance sheet of EUR 43 million.
In total 87.4% of reporting organizations in the analysed population are large organizations
with or without multi-national business operating context. The individual share per
organization size remains on a comparable relation in the course of time.
Regarding the listing status of analysed organizations (fig. no.2), we observed that share of
listed enterprises increased from 50.9% in 2014 to 57.8% in 2017.‡ In the context of
increasing regulation by adoption of the EU directives on Corporate Social Responsibility
reporting for listed enterprises into national laws this is a reasonable development. It can be
assumed that increased binding legal obligations for listed enterprises to report about
sustainability matters might lead to an increased share of listed enterprises in the population
in comparison to non-listed enterprises where no or limited obligation regarding
sustainability reporting is given.
‡

Organizations are classified as whether they are listed on a stock exchange or not listed.
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Fig. no.3: Organization types of
Reporting Organizations§

Fig. no.4: Reference to principal-based
sustainability policies**

The development of organization types of reporting organizations (fig. no.3) reveals no
significant structural change over the examined period. Private companies represent the
largest share of all organization types within the population. While the share of private
companies slightly increased from 70.1% in 2014 to 73.4% in 2017 the share of subsidiaries
slightly decreased from 8.1% in 2014 to 5.5% in 2017. However, due to the similar nature
between both organization types that is mainly distinguished by the fact that subsidiaries are
private companies controlled by another company through the ownership of 50% or more of
the voting stock, there is no evidence for a structural change within the population.
With regards to the references within sustainability reports to specific principal-based
sustainability policies (fig. no.4) it can be concluded that the United Nations Global
Compact (“UNGC”) is by far the most relevant policy framework that is referred to. In
22.6% of analyzed sustainability reports in 2017 there is a reference to the UNGC.
References to the Carbon Disclosure Project (“CDP”) policies are included in 12.9% of
analyzed sustainability reports in 2017. Other sustainability policy frameworks like ISO
26000 and International finance corporation (“IFC”) performance standards or
supplementary elements of sustainability reporting like the OECD Guidelines for
Multinational Enterprises are referenced in less than 10% of the analyzed sustainability
reports.
§

Private Company is a business organization owned either by a non-governmental organization or by
a number of stakeholders. State-Owned Company is a legal entity created by a government in order to
undertake commercial activities on behalf of the owner government. Cooperative is an organization
jointly owned and democratically controlled by the employees and/ or end-users of the good/ services
produced to meet their common needs. Subsidiary is a company controlled by another company
through the ownership of 50% or more of the voting stock. Public Institution is an administrative unit
of government, including the municipal authority of a city. Non-Profit Organization is an
Organization ran to further an ideal or goal, rather than in the interests of profit; e.g., foundations.
Partnership is a formation of businesses and/ or individuals to advance their business interests.
**
“UNGC” indicates explicit reference to/ use of the United Nations Global Compact and its
principles in the report, “CDP” indicates explicit reference to the organization responding to one of
the annual Carbon Disclosure Project (“CDP”) questionnaires, or participating in an associated CDP
project, “OECD” indicates explicit reference to/ use of the OECD Guidelines for Multinational
Enterprises in the report, “ISO” indicates explicit reference to/ use of the ISO 26000 clauses in the
report and “IFC” indicates explicit reference to/ use of the IFC Performance Standards in the report.
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By analysing the applied reporting frameworks in the course of time (fig. no.5), the
development of relevant applicable GRI frameworks can be revealed. The applied reporting
frameworks indicate the version of the GRI guidelines applied in the reportings submitted to
††
GRI’s Sustainability Disclosure Database. The year indicates the calendar year in which
the reporting was published and not the year or period the report covers (exceptions may
apply for integrated sustainability reports issued for organizations with financial reporting
year ending on a date other than calendar year end December, 31; e.g. interim reporting).
Non–GRI category represents sustainability reports that do not have a reference to being
based on the GRI Guidelines or GRI–Standards. Instead no or other reporting framework(s)
were used by the reporting organizations. The share of this category increased from 30.0%
in 2014 to 39.4% in 2017. A potential explanation for this increase can be seen in evolving
national initiatives for adopting country-specific sustainability reporting frameworks which
represent a conceptual competition to the GRI reporting frameworks and standards.
Citing–GRI indicates sustainability reports that make explicit reference to being based on
the GRI Guidelines (G3, G3.1 or G4) but for which there is no specific GRI Content Index
available. An overview of reported sustainability information provided through a GRI
Content Index can help a reporting organization to be transparent and accountable by
providing reporting organizations with a method for disclosing sustainability information by
referencing and/or directly linking to different communication vehicles and referencing
existing information. The share of this category increased from 7.0% to 10.3% but remains
on a lower total share.
Over time GRI–G3 and GRI–G3.1 reporting frameworks decreased in relevance from an
aggregated share of 44.9% in 2014 to 0.0% in 2016. On the other hand GRI–G4 reporting
framework increased in relevance from a share of 18.2% to 52.7% during the same period of
time. This development is in line with the expectation that reporting organizations tend to
consider changes in the reporting frameworks in the most current version available in case
that this version is already mandatory applicable.
It´s worth noting that the latest GRI–Standards have virtually no material share in the
analysed continuum of adopted sustainability reporting frameworks. The share is 0.3% in
2017 and thus immaterial. This is an indication, that reporting organizations tend to apply
current reporting frameworks but they seem to avoid an early adoption of new frameworks
††

GRI– G3 (published in 2006), GRI – G3.1 (published in 2011), GRI – G4 (published in 2013):
valid until 30 June 2018 and GRI – Standards (published in 2016): currently valid.
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when the application is not mandatory. This can also be an indication that an early adoption
of new or amended GRI–Standards before the mandatory transition dates might be unlikely
for the majority of reporting organizations.
The analysis of reports that are integrated in financial reporting by year (fig. no.6) indicates
whether or not the report includes both non-financial and financial disclosures, beyond basic
economic information. In 2015 the share of an integrating reporting increased to 17.0% and
remains comparable stable at this threshold until 2017. This is an indication that
organizations prefer to present the sustainability reporting in a separate report instead of an
additional component within the regular financial reporting. A possible explanation can be
considerations of reporting organizations regarding the extent of the reporting. By adopting
a comprehensive GRI reporting framework there is a notable large scope of required
information to be presented. An integrated reporting also comprise a significant amount of
financial information so that the additional non-financial sustainability information might
lead to confusion for the addressee of the reporting. This might result in a situation were the
basic principle of information relevance and clarity no longer exist.
Results and discussion
Sustainability reporting obligations especially for large organizations with a listing on a
stock exchange increased significantly during the period from 2014 to 2017 mainly due to
the Corporate Social Responsibility Directive 2014/95 / EU on disclosure of non-financial
and diversity information that had to be transformed in nation law by members of the
European Union. This development indicated a structural change towards a higher share of
sustainability reporting from large enterprises in comparison to the total population of
sustainability reports.
Our analyses based on the metadata of sustainability reportings from European
organizations included in the GRI’s Sustainability Disclosure Database reveals that there is
no material structural change regarding a higher share of sustainability reporting from large
enterprises in comparison to the total population of sustainability reports. However, the
organization size of reporting organizations is dominated by large companies and
multinational enterprises operating in the organization type of private companies.
Furthermore, the majority of the reporting organizations is listed on a stock exchange. The
analyses reveal that there is no significant structural change in organization size, type and
status of a stock exchange listing during the observed period from 2014 to 2017. Also the
sustainability policy framework to which the observed reporting refer to didn´t change
significantly. The United Nations Global Compact remained the most relevant framework to
which the reporting organizations refer to.
In contrast there is a development regarding the applied reporting frameworks in the course
of time. GRI–G3 and GRI–G3.1 decrease from a share of 44.9% in 2014 to 0.0% in 2016
while GRI–G4 increased in relevance from a share of 18.2% to 52.7% during the same
period of time. An early adoption of the latest GRI–Standards was only carried out in an
immaterial number to reportings. It is to be expected that the application GRI–Standards
will significantly increase as soon as the application of GRI–G4 is not valid any longer,
which is for reporting periods after June 30, 2018.
Regarding whether the sustainability reporting is carried out in a separate sustainability
report or as part of an integrated financial reporting it can be observed that most reporting
organizations prepare a separate sustainability report throughout the observation period. We
assume that especially the principles of information relevance and clarity are the main cause
for this decision of porting organizations management.
However, our results are subject to limitations. For the period from 2014 to 2017 we
analysed the development of sustainability reports for specific institutional factors of
reporting organizations and specific reporting characteristics and our analysis has identified

147

BASIQ INTERNATIONAL CONFERENCE

the key institutional factors of reporting organizations which proved to be constant over the
observation period except for the applied reporting framework, but we have not analysed the
interesting topic of evaluating the interdependencies between the institutional factors.
There are different possible approaches to develop this work. We could, for example, focus
further analyses to the reporting universe of non-listed companies that, particularly in
Europe, dominate the business environment. We could also explore not only reportings
disclosed in the GRI’s Sustainability Disclosure Database but also reportings disclosed
directly by reporting organizations. It might be also interesting to extend our study to other
countries and to repeat it in the following years to gain further insights into the process of
upcoming development over time.
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Abstract
The paper aims to explore the key motivational forces for self-employment among four
groups of population in Romania perceived as being vulnerable, namely: seniors of 60+
years old, females, rural population and low income people with a monthly net income per
household ≤1000 RON. In the paper we investigate both trend lines in perception about
motivating drivers for self-employment as well as similarities or prevalent differences
between our sample population groups and self-employed people. The following questions
made the subject of our research: (1) What are the main reasons for starting a business
among our sample population groups?, (2) What significant changes stand out in the period
of analysis in what regards the perception of motivational drivers for entrepreneurship?, and
(3) How do motivational forces for self-employment differ among vulnerable population
groups in comparison with self-employed people? The study uses the AGER (Amway
Global Entrepreneurship Report) data for the period 2014÷2016. To answer the research
questions we analyzed time series and average weights for each one of the key motivating
drivers measured in the analysis. The research findings indicate that second income
prospects represent the most prevalent reason for self-employment among the Romanian
vulnerable population groups followed closely by independence from an employer and
being own boss. Also, there are no significant changes in the period of analysis with regard
to perception of drivers for self-employment.
Keywords
Self-employment, motivational forces, vulnerable population categories, entrepreneurship,
Romania, AGER.
JEL Classification
L26, M13, J62.

Introduction
Entrepreneurship is the process of setting up and running a new venture by taking on threats
and risks effectively, in a hope of fulfilling a need or achieving a goal. Entrepreneurial
motivation may be defined as individual’s willingness to exert necessary efforts towards the
accomplishment of goal or fulfillment of need, which helps in maximizing wealth and
economic development. It is driven by various factors (internal and external), which
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stimulate desire and intention to embrace a career as entrepreneur. Recent research on
entrepreneurship motivations underlines the importance of analysing motivational drivers
for the entrepreneurial activity of certain population categories, referring to gender specific
nature, the "grey" entrepreneurs and individuals located in less favourable areas (Harms at
al., 2014; Azzahra & Dhewanto, 2015; Cantú Cavada et al., 2017). Individuals belonging to
certain categories of population, whether women, silver generation or people located in
vulnerable geographic areas, choose to enter entrepreneurial activity mainly due to
opportunity or necessity factors.
The paper aims to explore the motivating forces for entrepreneurship among four groups of
population in Romania typically seen as vulnerable, namely seniors, females, low income
people and rural population. The paper starts with a brief review of the literature and
identification of the problem investigated. Then it explains the methodology used to assess
the drivers of entrepreneurship among vulnerable population categories. Finally, analysis is
conducted on selected data and conclusions are drawn based on results.
Motivations that Drive Entrepreneurial Behaviour
The entrepreneurial motivation refers to those drivers within an entrepreneur that determine
his/her voluntary entrepreneurial behaviour, in terms of intensity of efforts he/she is willing
to exert for a certain period of time toward attaining a particular goal or fulfilling a specific
need. According to Global Entrepreneurship Monitor, the entrepreneurial behaviour is
explained and motivated by business opportunity and vocation out of necessity when there
is no better alternative to work or other reasons (Global Entrepreneurship Monitor, 2017).
There are various empirical studies which provide evidence regarding how family business
culture might impact entrepreneurial path of individuals. Thus, Giacomin et al. (2011)
discovered that there are negative effects of having relatives with an entrepreneurial path
when pursuing entrepreneurship out of necessity. Other more recent research demonstrated
the positive influence of role models in pursuing an entrepreneurial path out of opportunity
(Holvarsson et al., 2018).
A recent study has brought into attention the positive linear relationship between age and
entrepreneurial behaviour (Pilkova et al., 2014). According to Pilkova et al. (2014), being
more experienced and mature is a guarantee for assuming the entrepreneurship role.
However, there are contrary opinions among scholars, stating an inverse relationship
between ageing people and entrepreneurial behaviour. The increasing dependency ratio of
old people to the working population has entitled many European countries to adopt
economic, social and political measures with the main purpose of broadening the concept of
lifelong learning to integrate the needs for developing entrepreneurial competence and
attitude. Many reports suggest a stereotype way of thinking when it comes to hiring people
of age 50+. Out of necessity, entrepreneurship behaviour becomes a must. However, there is
an increasing number of older people who undertake the opportunity of an entrepreneurial
activity motivated mostly by a better understanding of the economic and social problems,
while also rely on their experience, networks and relations and possibility to access financial
resources (Kurek & Rachwal, 2011).
According to Singh and DeNoble (2003), "silver" entrepreneurs can be classified in
constrained entrepreneurs, people who have been striving for starting-up a business for quite
some time but were lacking in financial resources, rational entrepreneurs, people in the need
of self-employment or personal wealth, and reluctant entrepreneurs, people pursuing the
entrepreneurship path out of necessity. An exploratory study on "grey" entrepreneurs
developed by Harms et al. (2014) divides the motivational drivers for pursuing selfemployment in the push and pull factors. Push or negative drivers may refer to the level of
income, age discrimination, long period of unemployment, discontinuity in professional
development, and insufficient pension funds. On the other hand, pull or positive drivers may
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relate to business opportunity, striving for leadership and autonomy, the desire to fulfil an
idea, and to attain social recognition of personal abilities (Harms et al., 2014). It has been
proved that silver entrepreneurs get easier access to information and financial support as
they already benefit from informal and formal network connections (De Bruin & Firmin,
2001). Managing a new enterprise usually relates to the assumption of possessing
managerial and decision skills deemed to be an important condition for being successful and
usually expected to be found in silver generation. Access to financial capital is an important
determinant when following an entrepreneurship path. Previous research demonstrated that
risk-taking is not a dominant attribute of ageing people due to prior acquired financial
capital (Ahmad et al., 2013).
In their study regarding the opportunity and necessity drivers for women entrepreneurship
Holienka et al. (2016) found a positive influence of self-confidence, alertness to
opportunities, attainment to a higher social status and education level on opportunity-driven
women entrepreneurship. However, the opportunity factor is negatively affected by the age
and fear of failure. The study also revealed similarities in the opportunity and necessitydriven factors as far as the important decision determinants concern, with less consideration
of alertness to opportunity driver (Holienka et al., 2016). The inner personality traits of selfconfidence are among the strongest factors that entitle women to start-up a new business
(Suarez-Ortega & Galvez-Garcia, 2016). By becoming entrepreneurs, women are
reconciling work and family life. A study on Indonesian women entrepreneurship factors
has revealed numerous constraints, referring to "barriers" of running a business, which
emphasizes the constant concern of obtaining the necessary funding or pressure regarding
the taxation system. The geographic area, ideology, education and social status constitute
strong elements that affect the entrepreneurship decision of women (Hani et al., 2012).
It appears that from the opportunity perspective, women and silver entrepreneurs are driven
by self-confidence, experience, managerial skills, need for family and work equilibrium,
social recognition, wealth and altruistic reasons such as environmental or social exclusion
issues. In case of necessity factors, reluctant entrepreneurs have justified work pressure and
family security as main drivers for entrepreneurship decision. However, the analysis of
entrepreneurial drivers need to be extended to the specificity of each country, referring to
economic and political context, cultural and behavioural patterns of certain population
categories. The results of the study realized by Kurek & Rachwał (2011) have demonstrated
a low interest for entrepreneurship in countries where the social security benefits are high or
there is somehow a legal limitation for unemployment, whereas in others, with high level of
uncertainty in view of employment, the willingness for shifting towards entrepreneurship is
considerably higher.
A more recent stream of research identifies the key roles that small companies located in
rural or peripheral regions can take in creating new tourist destinations, advancing local
networks and reviving the local community (Mottiar et al., 2018). Rural entrepreneurship
development is explained by three types of entrepreneurs, according to their roles assumed
in community: the opportunist, the catalyst and the network architect (Mottiar et al., 2018).
Many rural areas seem to be very unattractive for investors from the industry sector.
Therefore, local policy makers were entitled to introduce strategies for encouraging
entrepreneurs to grow the rural tourism. The catalyst role takes into consideration the
importance of creating a collective vision in developing innovative strategies for rural
business environment. The architect role of building social network in a specific area is
mainly motivated by the willingness of acknowledging the community about a certain issue
such as environmental problems, organic food, or social exclusion (Haven-Tang & Jones,
2012).
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Methodology
The paper attempts to explore the key motivational drivers for self-employment among
certain Romanian population categories perceived as being vulnerable, namely: ageing
population, females, rural population and low income people. In the paper we investigate
both trend lines in perception of motivations for self-employment as well as similarities or
prevalent differences between our sample population groups and self-employed people. The
following questions made the subject of our research: (1) What are the dominant reasons for
starting a business among our sample populations?, (2) What significant changes stand out
in the period of analysis regarding perception of motivating factors for entrepreneurship?,
and (3) How do motivational forces for self-employment differ among vulnerable
population groups in comparison with self-employed people?
The research uses the AGER (Amway Global Entrepreneurship Report) data for the period
2014-2016. The total number of valid questionnaires, filled in by Romanian respondents and
analysed in the AGER reports, was 1,052 in 2014, 1,084 in 2015 and 1,023 questionnaires
in 2016. For the purpose of this research the population sample included: seniors of 60+
years (2014: n=254, 2015: n=288 and 2016: n=271), females (2014: n=547, 2015: n=562
and 2016: n=531), low income population with a monthly household net income (MHNI) ≤
1000 RON (2014: n=181, 2015: n=192 and 2016: n=145) and rural population (2014:
n=444, 2015: n=499 and 2016: n=471). To answer the research questions we analysed time
series and average weights for each one of the key motivations measured in the analysis. For
comparison purpose we use as baseline the motivational drivers for entrepreneurship among
self-employed population in Romania (2014: n=41, 2015: n=52 and 2016: n=33).
To determine the most prevalent reasons for entrepreneurship among our sample population
groups and identify significant changes and trend lines we separately analysed each one of
the five key motivational drivers for self-employment (as they are measured by AGER), in
2014 and 2016, namely: better compatibility of family, leisure time and career, second
income prospects, self-fulfilment and possibility to realize own ideas, independence from an
employer and being own boss, and return to job market as alternative to unemployment.
Then, we aggregated the results for all sample population groups using the arithmetic mean
and the resultant weight was compared with its corresponding score for the self-employed
group of population.
Results
Our research revealed that in 2014 the main motivation for starting a business among all
sample population groups, including self-employed, was gaining second income prospects,
with an approval rate of 66.1% for females, 59.0% for rural population, 54.5% for low
income people and 52.4% for seniors, relative to 69.1% for self-employed persons (Table
1). Also, all studied vulnerable population groups named on the second place a same
common reason for starting a career as self-employed, namely being independent from an
employer and becoming their own boss, with larger values for females (44.7%) and rural
population (42.8%) (an average weight of 38.9%), while self-employed population value
more the possibility to realize their own ideas and self-fulfilment (61.4%). This latter reason
ranks on the third place for our sample population categories with an average weight of
24.4% relative to 61.4% for self-employed.
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Table no. 1. Reasons to start a business among sample population (2014)
Population group

Respondents base
N (100%)
Better compatibility of
family, leisure time and
career
Second income prospects
Self-fulfilment,
possibility to realize own
ideas
Independence from an
employer, being own
boss
Return to job market,
alternative to
unemployment
Others
Total answers (multiple
answers)

Seniors
60+
years
n1 (%)
254

Females

MHNI: ≤
1000
RON
n3 (%)
181

Rural
population
n4 (%)
444

n5 (%)
41

41 (16.2)

141
(25.8)

32 (17.7)

89 (20.0)

15 (36.2)

133
(52.4)
54 (21.1)

361
(66.1)
170
(31.2)

99 (54.5)

262 (59.0)

28 (69.1)

40 (22.2)

103 (23.2)

25 (61.4)

75 (29.6)

245
(44.7)

70 (38.8)

190 (42.8)

24 (59.0)

29 (11.5)

63 (11.4)

23 (13.0)

43 (9.6)

3 (8.6)

58 (23.0)
390

50 (9.1)
1029

31 (17.3)
297

54 (12.3)
741

1 (2.0)
96

n2 (%)
547

Selfemployed

Source: Processed by authors based on Self-Employment / AGER 2014 – Romania

The last ranked reason in importance for all population groups seems to be return to job
market with an average weight of 11.3% for vulnerable population groups much higher than
the corresponding value for self-employed persons (3.6%). It is worth to mention that it
seems there are several other reasons which will motivate our sample population categories
to start a business, particularly the seniors and low income people, these reasons requiring
further attention in a future research.
In 2016 one can observe slight changes with regard to the priorities and weights of the
driving factors which will motivate people from our sample population categories to start a
business. Thus, gaining second income prospects remains the main reason to start a business
for population from age group 60+ (33.4%) and low income population (43.2%), while
females (41.8%) and rural population (42.7%) place slightly more value on gaining
independence from an employer (Table 2). Gaining second income prospects seems to be
the second significant reason for manifesting the entrepreneurship intention for these two
last mentioned groups of population. Also, being their own boss looks to be the second
ranked reason for self-employment among both seniors (26.8%) and low income people
(31.6%). The third ranked reason in importance for our studied population, namely selffulfilment and possibility to realize own ideas, is shared by all groups of population from
our sample and remained the same as in 2014. One can also observe that there are many
other reasons which motivate our studied population to start a business, particularly in case
of seniors (41.4%) and low income people (39.6%), but also in case of females and rural
population (average weight of 24.6%). This requires further attention in a subsequent
research.
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Table no. 2. Reasons to start a business among sample population (2016)
MHNI: ≤
1000 RON
n3 (%)

Rural
population
n4 (%)

n2 (%)
531

145

471

n5 (%)
33

19 (6.8)

110 (20.7)

20 (13.2)

72 (15.3)

8 (23.1)

91 (33.4)

216 (40.6)

64 (43.2)

200 (42.5)

12 (35.9)

32 (11.9)

129 (24.3)

27 (18.3)

112 (23.8)

12 (34.7)

73 (26.8)

222 (41.8)

48 (31.6)

201 (42.7)

19 (56.3)

26 (9.7)

68 (12.8)

18 (11.3)

52 (11.0)

3 (10.2)

112 (41.4)
353

123 (23.2)
868

55 (39.6)
232

123 (26.1)
761

4 (11.2)
57

Population group

Seniors
60+ years
n1 (%)

Respondents base
N (100%)
Better compatibility of
family, leisure time
and career
Second income
prospects
Self-fulfilment,
possibility to realize
own ideas
Independence from an
employer, being my
own boss
Return to job market,
alternative to
unemployment
Others
Total answers
(multiple answers)

271

Females

Selfemployed

Source: Processed by authors based on Self-Employment / AGER 2016 – Romania

When looking at the entire period of analysis 2014-2016, it can be observed that the average
weight for second income prospects, the most prevalent reason for self-employment among
our sample population groups, decreased continuously from 2014 (58%) to 2016 (39.9%)
(Table 3). The decrease was even higher for self-employed persons (2014: 69.1% to 2016:
35.9%). Also, the average weight of independence from an employer decreased in 2016
(35.7%) in comparison with 2014 (38.9%), while this motivational factor remained
relatively high for self-employed persons (2016: 56.3% relative to 2017: 59%). On the other
hand, there are noticeable changes with regard to motivational drivers for population from
the self-employed group. They place first a great value on being their own boss (2016:
56.3% vs. average weight of 35.7% for vulnerable groups in comparison with 2014: 59% vs.
average weight of 38.9% for vulnerable groups), followed by second income prospects
(2016: 35.9% vs. average weight of 39.9% for vulnerable groups relative to 2014: 69.1% vs.
average weight of 58% for vulnerable groups) and then self-fulfilment (2016: 34.7% vs.
average weight of 19.5% in comparison with 2014: 61.4% vs. average weight of 24.4%)
(Table 3).
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Table no. 3. Average weights of reasons to start a business by population group:
vulnerable population groups vs. self-employed

Average weights
Better compatibility of
family, leisure time and
career
Second income prospects
Self-fulfilment, possibility
to realize own ideas
Independence from an
employer, being my own
boss
Return to job market,
alternative to
unemployment
Others

2014
Sample
Selfpop.
empl.
(%)
(%)
19.9
36.2

2015
Sample
Selfpop.
empl.
(%)
(%)
9.5
26.7

2016
Sample
Selfpop.
empl.
(%)
(%)
14.0
23.1

58.0
24.4

69.1
61.4

42.4
17.5

44.6
34.2

39.9
19.5

35.9
34.7

38.9

59.0

33.0

49.7

35.7

56.3

11.3

3.6

8.7

6.8

11.2

10.2

15.4

2.0

34.0

9.8

32.5

11.2

Source: Processed by authors based on Self-Employment / AGER – Romania

Conclusions

This paper analysed the key motivating forces for starting a business among four
population categories from Romania perceived as being vulnerable, namely: elders
of 60+ years old, females, rural population and low income people (monthly
household net income ≤1000 RON). The research findings indicate that second
income prospects (39.9%) is the most prevalent reason for self-employment among
the Romanian vulnerable population groups followed closely by independence from
an employer and being own boss (35.7%) and self-fulfilment (19.5%). Cantú Cavada
et al. (2017) found also that the lack of economic prospects and of employment
opportunities pushed the women entrepreneurs from Mexico to start their business.
Moreover, Akehurst et al. (2012) found that the financing opportunities and
potential gains, age at which the new venture is undertaken, and family obligations
are all instrumental factors in business creation by women in Spain and in
determining the success of their business. The need for creation of new job
opportunities in rural areas in developing countries like Indonesia that will
contribute to community development and a better quality of life is also attributed to
the lack of economic perspectives in those areas (Azzahra & Dhewanto, 2015).
Nevertheless, there are other potential reasons (32.5%) not explored in the paper that
require subsequent investigation.
The results of our research show also that there were no significant changes in the
period analysed (2014÷2016) with regard to the perceived priorities when exercising
the entrepreneurship intention, nevertheless the prevalence of all the researched
reasons displays a decreasing trend line. On the other hand, self-employed people
place first of all a great value when embracing an entrepreneurship career on being
their own boss (56.3%), followed by second income prospects (35.9%) and then
self-fulfilment (34.7%).
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The main limitation of this research is given by restricted number and nature of
variables taken into account to measure motivational forces for self-employment.
Future research should further investigate other drivers of entrepreneurial proclivity
among vulnerable population groups to support development of appropriate policy
interventions.
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Abstract
Small and medium-sized enterprises (SMEs) are considered to be the engine of the economy
and represent around 99% of all businesses in the European Union (EU). In the last years, at
EU level and also in Romania, various programmes and projects aiming at fostering and
supporting entrepreneurial initiatives especially among young people have emerged. At the
same time, it can be observed that students, mostly representatives of Generation Z, exhibit
a positive progressive preference of embarking an independent career path rather than the
“classical” employment that was relatively common for previous generations. Which are the
entrepreneurial intentions among students of the Bucharest University of Economic Studies?
Are these connected with their entrepreneurial skills and family behavioural patterns?
Which are the most attractive fields for them? Which are the biggest challenges and barriers
faced by young entrepreneurs? The present paper aims at addressing the previously listed
questions by analysing the responses obtained within a survey conducted in the fall of 2017
among students enrolled in one of the largest and most prestigious business, economics and
administration universities in Romania. By means of various research methods the authors
aim at outlining a profile of a potential young Romanian entrepreneur. The results of the
study might be of interests for several groups of stakeholders (universities, public
authorities, non-governmental organisations etc.) when formulating and proposing curricula,
courses, policies, regulations and other operational measures aimed at stimulating
entrepreneurship.
Keywords
Entrepreneurial skills, entrepreneurial initiatives, entrepreneurship, generation Z, students,
Romania
JEL Classification
A22, A23, A29, L26

Introduction
Starting up businesses while still in college might prove to be a powerful alternative to
employment (Eriksson et al., 2006). If the labor market fails to supply jobs or attractive
enough wages, starting up an own business could be a solution to make a living (Hinz and
Jungbauer-Gans, 1999). A certain entrepreneurial motivation is, however, required for
making this step. Motivation is very often believed to be strongly influenced by education
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(Oosterbeek et al., 2010; Wilson et al., 2007). Starting from a claim that entrepreneurship is
the most forceful economic variable, Kuratko (2005) considers that entrepreneurial
education has expanded rapidly over the past years. Studies show that entrepreneurial
education plays a significant role in influencing young people to create new ventures (Florin
et al., 2007; Ronstadt, 1987), albeit formal education is not to be perceived as a selfstanding factor. Egerová et al. (2017) point out that education ripens most benefits when
backed up by stimuli such as the entrepreneurial background of the family. Nevertheless,
business education contributes to students gaining the needed knowledge, skills and abilities
to start up on their own.
The institutional heritage of entrepreneurial education in Eastern Europe is mostly inexistent
(Manolova, 2007), and the building blocks have started to be set rather recently, so there is
still experience to be gained. Yonkers (2004) suggests Western entrepreneurial education
programs to be replicated in emerging countries for sustaining business growth.
Entrepreneurial initiatives in Romania as compared to the EU
Abrudan and Năstase (2012) believe that both lower and higher education institutions in
Romania should be more open to promoting business and entrepreneurial education. This
claim comes on the fundament of a lack of proneness towards entrepreneurial initiatives in
the Romanian economy, mostly influenced by historical facts, namely a socialist rule that
strangled private business (Hurubean, 2013). Romania’s post-communist transition was
heavily built on foreign investment in retail, industry, real estate and services (Bevan and
Estrin, 2004), and less on private initiative from within the country. Without a strong
support of domestic entrepreneurial initiatives, though, it is rather difficult to consolidate
long-term development (Dumitru and Dumitru, 2017; Popescu, 2017).
Efforts have been carried out towards fostering private initiative, which saw, among others,
entrepreneurial education find its way in schools, though only after the 2000’s, and, mostly,
only in form of lectures focusing on creative thinking and problem solving (Marinescu and
Botea, 2017). In a thorough study carried out across 17 European countries, Küttim (2014)
found out that even though there has been an increase in the number of business classes and
lectures being offered, the students expected to receive more networking and coaching
opportunities, aspects that Romanian entrepreneurial education still lacks. Matters have only
began to change after Romania’s accession to the EU in 2007 and the structural funds
granted to the country for educational projects, yet there is still enough to be done in terms
of entrepreneurial mentoring and incubation which would need to come next to lectures in
order to motivate students’ engagement in entrepreneurship and offer them the needed
skills.
Now, what really motivates students to venture into entrepreneurship is rather difficult to
grasp, yet Lynch et al. (2017) identify intrinsic and extrinsic factors as two main categories
of motives. One of the most intrinsic motivations that the authors identify is the desire to
work on their own, i.e. not to be employed by someone else and to have to constantly report
to an in-line manager. Next to self-employment there also comes the wish of being creative,
as well as having the chance to turn ideas into a reality that might prove beneficial for the
wider society. The main extrinsic motivators would be money, career benefits, status, social
acceptance or power (Carsrud andBrännback, 2011), yet some authors do not find them as
important as intrinsic motivators (Deci and Ryan, 1975). As a matter of fact, one of the
characteristics of young entrepreneurs that Young et al. (2017) have identified is
improvisation. Being faced with a scarcity of jobs, many students (but not only) are
beginning to act ad-hoc and start-up businesses. Next to the benefits of starting a business
for the wider economy, this also encourages innovation. What many students of the postMillennials generations are motivated by is the opportunity to impact the markets by using a
combination of their ideas with novel technologies (Kanevsky et al., 2017; Popescul, 2017).
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Mobile and digital have also made it easier for students to start a business, with considerably
reduced and democratized communication costs.
Albeit such conditions, Dumitru and Dumitru (2017) point out that the level of
entrepreneurship in Romania is still lagging as compared to fellow CEE countries. While
technologies for business creativity are being diffused at high speeds, offering Romania a
position that is comparable to developed countries, what the former lacks is cohesion in
terms of the wider entrepreneurial set. Shirokova et al. (2017) underline the utmost
importance that national culture plays in the relationship between higher education and
starting up. The authors first demonstrate the existence of a positive and significant
relationship between university curricula and student start-ups. This is to validate a common
belief that universities could and should play their role as business incubators, since doing
so can only ripen benefits (Mian, 1996). It is not university that demotivates students from
entrepreneurship (on the contrary), but, as Shirokova et al. (2017) believe, the perceptions
that students have got about how desirable entrepreneurship is in their society. In what
concerns entrepreneurial perceptions and the image of the entrepreneur, Romania still needs
to make recovery efforts and to create a better venturing environment to draw the attention
of students. For the moment, being an entrepreneur in Romania is often associated with
hurdles and difficult challenges (Racolța-Paina andAndrieș, 2017). Moreover, specifically
relating to entrepreneurial education, a widespread belief dominates Romanian society that
entrepreneurship cannot be learned via formal education, but it is rather discovered by doing
(Driga, González, 2009). In their attempt to motivate students for entrepreneurship,
universities have to first win their attention and counteract the belief that school would not
help in pursuing an entrepreneurial path.
Empirical research and data analysis
In order to answer questions such as: Which are the entrepreneurial intentions among
students of the Bucharest University of Economic Studies? Are these connected with their
entrepreneurial skills and family behavioural patterns? Which are the most attractive fields
for them? Which are the biggest challenges and barriers faced by young entrepreneurs?, the
empirical part of the present paper has employed a questionnaire based survey which was
conducted among students from the Bucharest University of Economic Studies in the last
quarter of 2017. The questionnaire was distributed on an online platform among students
from various fields of studies – from Business Administration to Accounting, Agribusiness,
Public Administration, Cybernetics, Economics, Finance and Banking etc.-, therefore
covering all major fields of Business Administration and Economics. There were collected
over 330 valid questionnaires which were further analysed in order to identify the
entrepreneurial intentions of the surveyed population as well as the barriers faced/perceived
when setting up a business. Different other demographic factors were researched with the
purpose of identifying any kind of correlations between them and the entrepreneurial
intentions of young students. The 19 items of the questionnaire (close-ended questions, in
some cases with the option “other” of adding a new answer) resulted from a focus group
organized with the project experts and can be grouped into three major sections:
demographic questions, entrepreneurial intentions, influence factors of entrepreneurial
intentions.
As depicted in the following table most of the respondents (almost 70%) are female,
revealing the general structure of student population in the university. Not surprising at all is
also the age structure: over 98% of the respondents are younger than 25 placing them in
Generation Z category. This age structure serves the goal of the research, which aims at
investigating entrepreneurial intentions and influence factors among young student
population, which has potential to manifest entrepreneurial intentions and can be educated
and stimulated in this direction. The majority (over 53%) of the respondents is employed,
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out of which almost 65% part-time and 35% full-time. Almost 20% are active in the field of
Finance, banking and insurance, followed by 15% in Consulting and over 10% in
Commerce. Many respondents (over 32%) study Business Administration, an educational
field which exhibits an important entrepreneurial component. Economics ranks second (over
17%), while Cybernetics, Statistics and Business Informatics ranks third (13.2%). Over 30%
have a monthly average net income between 175-335 EUR, while 25.7% have a monthly
average disposable income between 336-545, and just 18% have over 546 EUR. Without
external aid, the disposable income of students might look insufficient in order to start up a
business, but according to the National Institute for Statistics (INSSE, 2018) the average net
income in Romania in November 2017 was 547 EUR.
The next sections of the paper investigate if any relations between status on the labour
market, field of study or disposable income and entrepreneurial intentions can be
established.
Table no. 1 Demographic profile of the participants
Indicators
Relative frequencies (%)
Gender
Male
30.2
Female
69.8
Age
18-21
74.6
22-25
24
Over 25
1.4
Working status
Working, out of which
53.6
Full-time
35.5
Part-time
64.5
Not working
46.4
Field of activity
Finance, banking and insurance
19.4
Consulting
14
Commerce
10.3
IT& Telecommunication
7
Education& Research
5
Culture
3.3
Mass media
3.3
Tourism
2.5
Other fields of activity
35.2
Field of study
Business Administration
32.7
Economics
17.1
Cybernetics, Statistics and
13.2
Business Informatics
Marketing
7.8
Accounting
6.9
Finance, Banking and Insurance
6.3
Other fields of study
16
Monthly average net
Under 175 EUR
24.9
income
(1 EUR ≈ 4,5 RON)
175-335 EUR
31.4
336-545 EUR
25.7
546-775 EUR
8.7
776 EUR- 1110 EUR
5.7
Over 1111 EUR
3.6
Source: own illustration based on collected data
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As it results (Fig. no. 1), in the general student population under investigation the
entrepreneurial intentions are high, reaching 82% (we included in the category
entrepreneurial intentions the answers yes, maybe, I already have a business, I will join the
family business), delivering an optimistic result.

Fig. no. 1 Entrepreneurial intentions
Source: own illustration based on collected data

While attempting to identify a relation between entrepreneurial intentions and various
demographic variables (Fig. no. 2), we can state that small differences can be observed
between male and female respondents: men (85.15%) are more likely to embrace the
entrepreneurial path than women (80.6%). Surprising is the fact that those working full-time
and those not working at all declare a greater intention to set up a company (over 83%) as
compared to those working part-time (76%). As expected, students enrolled in Business
Administration programs, where a greater importance is attached to entrepreneurship
courses, are more inclined to start up their own business. This outcome underlines the
importance of entrepreneurial education while fostering entrepreneurial initiatives. The
results of the study reveal no evident connection between the monthly average disposable
net income and the entrepreneurial intentions. It appears that both students with lower
income and higher income manifest similar entrepreneurial intentions (a slightly higher
intention in the higher income categories). However, a minimum is reached in the category
175-335 EUR. These results might lead to the conclusion that while setting up a company
students do not rely on own financial resources, but rather on external, attracted funds.

Fig. no. 2 Entrepreneurial intentions among various categories of respondents
Source: own illustration based on collected data
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It appears that other factors are influencing the entrepreneurial intentions of students, such
as family profile and participation at lectures on this topic (Fig. no. 3). Therefore, if they
grew in an environment where entrepreneurship was valued and encouraged, they are more
likely to start up their own company: almost 91% of the students who grew up in such a
family manifest entrepreneurial intentions (finding which is aligned to Egerová et al.
(2017)) compared to 76% of the students who were educated in an environment not so close
to entrepreneurship. Entrepreneurship education might play also an important role: 85% of
the respondents who attended entrepreneurship classes are willing to set up a company
compared to 79% who did not attend such classes.

Fig. no. 3 Factors influencing entrepreneurial intentions
Source: own illustration based on collected data

Fig. no. 4 shows the main barriers reported by students which might inhibit their
entrepreneurial initiatives. “Lack of financial resources” ranks first, followed by “Lack of a
special business idea”. While the second point could be tackled by entrepreneurial education
which might represent a source of inspiration for potential entrepreneurs, the first factor
prompts the attention of public authorities which are expected to develop and implement
appropriate financing programs for young entrepreneurs. Ranked third and fourth are
“Excessive bureaucracy” and “Lack of experience/knowledge in the field”. The bureaucracy
issue can be addressed also by authorities, while the acquisition of know-how represents
students’ responsibility. “Fear of failure” and “Risk taking capacity” represent two other
major factors which slow down the entrepreneurial initiatives in Romania. These aspects
can be also traced back to our communist past, but the development of an entrepreneurial
culture and spirit can be nurtured both in schools and in the civil society. Aspects such as
“Lack of entrepreneurial skills, specialized knowledge and networking with other
entrepreneurs” can be addressed through formal and non-formal education but also within
business incubators developed in universities, which facilitate both transfer of knowledge
and interaction among (potential) entrepreneurs.

Fig. no. 4 Main barriers which diminish entrepreneurial initiatives
Source: own illustration based on collected data
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Conclusions
The present study has managed to render interesting results for a large number of
stakeholders. First, policy makers can use the results and can ask for studies to be conducted
in similar university as to obtain a potential return on state investments in education and to
justify the financing that such units receive. On the other hand, the studied university can
use the results of the research to reinforce different fund applications for financing the
entrepreneurial behavior of its students and for continuing such existing programmes.
Another category of stakeholders is represented by the future students of the university who
can be motivated to enrol in the programmes of the teaching unit as it delivers a significant
numbers of potential entrepreneurs on the market. The conclusions of the empirical research
give indications students have high intentions of initiating a business, and that when
employing such an endeavour they do not necessarily have the funds to do it, but they are
interested in attracting external financing, thing that can provide hints on their maturity and
cooperation behavior that they exhibit needing to enter into contact with different state or
EU agencies. Formal education and their family background can play an important role in
determining students to follow an entrepreneurial path.
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Abstract
The climate change have an essential role in Romanian society because they can lead to
undesirable effects in the field of food security and beyond.
The agricultural sector is directly affected by climate change and that is why may decrease
the production of agricultural crops in Romania, but also in other countries. Therefore, a
particular importance at global, European and national level is to combat climate change by
adapting to their effects and attenuation. The EU food security policies refer to the common
agricultural policy, but also to other innovative ideas, such as the application of bioeconomy.
This article aims to highlight the importance of climate change and their role in food
security, but also highlighting the best solutions / measures to ensure good food security at
national level. In a sustainable way, the increase of agricultural production in Romania is
necessary for satisfying the welfare of the population. Lastly, we take into account that
major investments in agriculture are needed to adapt to climate change. These investments
can be made by accessing European funds under the various programs of support to the
Romanian state.
Keywords
Combating climate change; food security; adaptation and mitigation of climate change; EU
policies; investment in agriculture.
JEL Classification
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Introduction to food security in relation to climate change
Through this article it is desired to highlight climate change and their role in food security,
but also the succinct description of risks and types of impacts which can occur nationwide.
In a sustainable way, the increase of agricultural production in Romania is a necessity in
order to satisfy the welfare of the population. Presently, through cooperation between our
country and the FAO, we want to support small businesses in the agricultural field to
encourage the emergence of their own (family) to ensure food security. According to the
FAO report, the partnership of Romania and the FAO took place in 1961 when there were
debated for the first time proposals for solving global food problems and has developed over
time in order to achieve the objectives of the FAO.
Initial, the overall objective of food security has been to address the issues of food security
for the population at international and national levels, but taking into account the increasing
availability of agricultural products and setting the right prices for them.
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Considering the notion of "food security" conferred by the World Food Program (WFP) we
can point out that the population has a high level of food security when all citizens, freely,
have access and availability whenever they need for the desired food and which can provide
the necessary nutritional input.
However, the specialists indicate that the basis of food security is an interconnected
relationship between three main elements: (i) the availability of food refers to the sufficient
quantity of food that must be available to the population evenly distributed.
Therefore, to ensure food needs in certain vulnerable areas of the world food must be
imported from other countries either through trade or through State aid; (ii) the free access
to food through which people can buy the amount of food they want to ensure a healthy life.
Every citizen should be able to purchase the amount of food he wants through various ways:
purchase, own production, loans, gifts or state aids; (iii) the use of foods that have
nutritional capacity to ensure daily necessity. The climate change can directly affect food
security which leads to the emergence of certain risks in the agricultural field, but also
economic because they are interdependent one from the other.
Globally, the notion of "food security" acquires more meaning according to the United
Nations Food and Agriculture Organization (FAO), namely:
a. the availability of sufficient quantities of suitable food, provided through domestic
production or imports;
b. access of individuals to the best resources to obtain adequate food for a nutritional diet;
c. food use through proper diet, clean water, sanitation and medical care to achieve
nutritional welfare in which all physiological needs are met;
d. stability, because to be safe for food, a population, a household or a person must have
access to adequate food at all times.
Among the objectives of the FAO are foreseen, also, the importance of rural development
by creating optimum living conditions for the inhabitants to have access to food from small
family farms, in this way, avoiding the migration of the inhabitants. Lately, emphasis is
placed on supporting farmers in order to develop local communities by implementing
ecological and economic measures and methods to adapt to the effects of climate change.
Because of the climate change that is already happening in our country, agricultural
production suffers because crop yields decline. In this sense, one of the adaptation measures
is being attempted, namely: cultivation of varieties more resistant to extreme weather
phenomena compared to existing ones. At the same time, it should be noted that agriculture
needs to develop productive systems as innovative as possible for the development of
intelligent business, but also by supporting agricultural activities through a public-private
partnership. Unfortunately, food insecurity can lead to undesirable risks, such as migration,
conflict, malnutrition or famine.
The conditions for ensuring food security vary from one country to another and we can
deduce that climate change leads to changes in other sectors, such as: agriculture and the
economy that are closely affected by the effects of extreme weather phenomena. For
personal reasons, it seems that Romania is at the forefront of access and availability for
food, this is due to free movement between states, so it can be said that food is available and
accessible to all citizens, while other countries are facing major food insecurity issues.
The extreme weather phenomen can lead to food insecurity in some areas by reducing the
number of food and access to it. These extreme phenomena, such as drought which is a
special case because it has the ability to reduce agricultural and animal productivity on some
areas, which leads to massive imports and higher costs for food security. The emergence of
a severe drought phenomenon leads to the threat of food security locally and may endanger
human health, triggering migration and conflict. According to researchers in the field,
Maystadt and Ecker, it can be stated that if the drought is manifest over a longer period, the
probability of a conflict increases.
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According to the specialists, "climate change can lead to increasingly difficult issues to be
handled by citizens and local communities, being the most pressing challenge of humanity
because we are constantly looking for food and by 2050 it is expected that ninety billion
people will feed." (Godfray et al., 2010).
The role of adaptation to climate change in the agricultural field
According to the hypotheses presented by the European Commission, the term "adaptation"
can be defined as a "prediction of the negative effects of climate change, as well as the
adoption of appropriate measures to prevent / minimize losses and damages that may result
from these undesirable effects by identifying appropriate opportunities. Research over time
has shown that actions or measures have been implemented before risks or undesirable
effects occur due to climate change, leads to an investment-friendly financial economy.
However, it should be noted that the implementation of adaptation strategies plays an
important role at local, national and international level. Because of the complexity and
extent of climate change, adaptation strategies are more successful at national or regional
level because it acts directly on the target area.
In our country, the central competences in the field of climate change adaptation are
assigned to the Ministry of the Environment through the Directorate for Green Energy,
Climate Change and Sustainable Development. In addition, there is also a National
Commission on Climate Change that is an interministerial body, with advisory role, without
legal personality, whose activity is coordinated by the central public authority for
environmental protection and climate change. This National Commission on Climate
Change was reorganized by Government Decision no. 1026/2014 and subordinate to this
committee was created a working group on Climate Change, called the Technical Group.
This technical group is made up of experts from the authorities, governmental and nongovernmental institutions and organizations. The technical group meetings are invited
representatives of academic and higher education institutions, as well as civil society
organizations and the business community, which contributes to solving specific technical
issues at sectoral level.
As a European Member State, Romania must aim at preventing and combating climate
change, as well as reducing carbon emissions to achieve the objectives set out in the Paris
Agreement and the Kyoto Protocol. Regarding the National Climate Change Strategy, the
first version was developed in 2005 approved by the Government Decision (No 645/2005).
At the same time, in 2008, The Ministry of the Environment has developed the Guide on
Adaptation to the Effects of Climate Change, approved by the Ministerial Order (No
1170/2008). In July 2013, the Government of Romania adopted the National Strategy on
Climate Change (2013-2020) by Government Decision no. 529/2013. This document sets
out the post-Kyoto objectives, goals and actions for improving and adapting components.
Adaptation component of the National Climate Change Strategy 2013-2020 aims to provide
a framework for action and guidelines to enable each sector to draw up an individual action
plan in accordance with national strategic principles. In October 2016, the Romanian
government adopted the new strategy, built on cooperation with the World Bank. This new
strategy is approved by DG no. 739/2016 for the approval of the National Strategy on
Climate Change and Growth Economy based on the National Action Plan on Low Carbon
and Climate Change for the period 2016-2020, the Government's decision repealing DecreeLaw 529/2013. Collaboration between the Ministry of the Environment and the Ministry of
Environment has led to the achievement of its main objectives (i) Integration of mitigation
and adaptation measures into national strategies, policies and programs of Romania, it will
be an important step in developing a path towards low carbon green growth in Romania; (ii)
the program implemented jointly by the World Bank and MMSC aims to enable Romania to
reach its goals "Europe 2020" strategy, which provides EU Member States with a
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framework and means to move towards a greener and more competitive economy with low
carbon emissions, with efficient use of resources and resistant to the risks of climate change.
Agricultural sector is directly affected the effects of climate change because agricultural
crops are interdependent with the optimal climatic conditions. Also, the release of
greenhouse gases into the atmosphere from agriculture contributes to the undesirable effects
of climate change. However, it should be noted that in the agricultural sector it is possible to
intervene more quickly and easily than other sectors of activity with a view to reducing
greenhouse gas emissions or mitigating and adapting to climate change. Romania as a
Member State of the European Union must apply the appropriate measures with a view to
enhancing sustainable agriculture, as well as the integration of certain aspects of climate
change into the Common Agricultural Policy (CAP). According to the European
Commission on Rural Development and Agriculture, "through the European Union's
Common Agricultural Policy (CAP) it is desirable to ensure the welfare of farmers taking
into account the imposed requirements for maintaining the health of the population and
animals, environmental protection and food security."
Pricing agricultural products and their availability on the market
At European level, Commission representatives are monitoring and analyzing farm and food
prices, and based on these, updated reports are published. In the agricultural field, Romania
must be competitive and attractive on the European and international market. In this regard,
it is necessary to set the objectives of farms from micro level to micro level (small family
farms) to achieve technical performance indices, economic and financial implications of the
profit of farmers / agricultural companies, but also the growth of the Romanian economy.
Regarding the change in the selling price of agricultural products influences the activity of
farmers / farmers, especially in developing countries in Europe. However, the price of
agricultural products may be lower at a local level than those established at national or
international level, because there are specific indicators that can influence the trading chain
(taxes, infrastructure, trade policy, etc.).
Types of potential national risks in the agricultural field
At European level, the classification of agricultural risks is carried out according to a study
accomplished by the Joint Research Center of the European Union: (i) political risks
resulting from negotiations on EU internal trade agreements, and these may have a negative
effect on price variations or subsidies paid to farmers / farms; (ii) commercial risks resulting
from balancing between traders and farmers; (iii) health risks resulting from the
implementation of standards or measures for the protection of human and animal health; (iv)
climatic risks that may directly affect crops.
Impact factors that can affect agricultural production nationwide
The agricultural sector issues greenhouse gases into the atmosphere, although on a smaller
scale than other economic sectors. At the same time, this sector can provide solutions to
climate change issues. In this regard, the agricultural sector needs a broader approach with
reference to reducing greenhouse gas emissions and adapting to the effects of climate
change. Regarding the implementation of adaptation measures, from technological options
to improving farm management practices and policy instruments (eg action plans for
adaptation). To deal with anticipated changes, of climatic conditions, farmers can change
crop rotation for best use of available water and can adapt sowing data according to
temperature and rain patterns. Also, they can use crop varieties more suited to new weather
conditions (eg more resistant to heat and drought) or can plant shrubs or small forested areas
on arable land to reduce water leakage and to act as a windbreak. It is also important better
information of farmers on climate risks and achievable adaptation solutions. EU Member
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States have already taken action to adapt. Much of the work done so far have focused on
preventing the effects of meteorological extremes, perceived as imminent risk (such as
floods).
The main factors that may have a negative impact on agricultural produce are
representatives by: (i) the concentrations of CO2, as the high amount of CO2 in the
atmosphere can lead to increased biomass production and the efficiency of water use for
crops, but productivity cannot be increased; (ii) sea level due to rising sea levels may flood
certain vulnerable areas and agricultural land, that is why flood protection measures are
necessary. However, the drinking water supply may be affected due to salinization; (iii)
extreme meteorological phenomena at local or regional level, such as drought or floods.
Investment in agriculture to adapt to climate change
Investments lead to improving the efficiency of agricultural practices (for example,
enhanced fertilizer application and improved manure storage) the implementation of the
Nitrates Directive (involving requirements on the use and management of manure) and
support for the achievement of the objectives of the Common Agricultural Policy (CAP),
e.g, establishing a link between direct payments of aid to farmers and the environmental
conditions fulfillment in order to reduce emissions from agriculture.
Farmers can not cope alone with the effects of climate change. Public policy must provide
the right support so that agricultural producers adapt their agricultural structures and
production methods and continue to provide rural services. The CAP already contains
constituents that should to facilitate adaptation to climate change. Facilitating farmers'
access to risk management tools, such as insurance programs, which can help them cope
with weather-related weather losses as a result of climate change. Rural development
policies offer chances to offset the adverse effects that climate change can cause to
agricultural producers and rural economies, for example, to provide investment aid for more
efficient irrigation equipment. Agricultural and environmental programs to encourage better
management of soil and water resources by agricultural producers are also important for
adaptation.
In order to meet medium and long-term climate change objectives, but also to ensure the
food security of a state it is necessary to accelerate investments in the agricultural sector at
national and local level. Also, research plays an important role because tangible solutions to
mitigate and adapt to climate change must be assessed and identified, as well as promoting
and informing climate policies and investments. As far as agriculture is concerned,
responsible institutions have to invest in irrigation infrastructure and water use technologies
in agriculture. Investments in the agricultural sector in response to the effects of climate
change have a higher degree of success at the micro level, such as small farms, family
farms. The situation is managed in a punctual and unitary manner and the benefits resulting
from the investments will be higher than if they were acting after producing the negative
effect.
Conclusions
This article is the beginning of a long study on the close link between climate change and
agriculture to ensure food security in Romania, which is a subject of particular importance
to state and private public institutions. That is why, it analyzes specific indicators for the
measurement of agricultural production, their consumption by the population, but also
identifying potential risks. The presentation of this succinct information is the awareness of
accelerating adaptation to climate change and the need to access external funds to take
measures and to look at the risks and types of impact. In this regard, there is an acute need
to raise awareness of public and private institutions for the integration and application of
best practices, tools and technologies to adapt to the effects of climate change.
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Abstract
The purpose of this paper is a practical contribution to the discussion of implementing
sustainable management systems in small and medium sized enterprises. The article shows
that organizations with at least one norm-based management system have a powerful tool
also to implement a complete sustainable management system. Consequently, the different
elements of High-Level-Structure oriented ISO norms are analyzed to establish their input to
sustainable management systems.
The findings are based on an actions research study of about 20 small and medium sized
German enterprises which use at least one norm-based management system. The results of
the actions research study were confirmed by a thoroughly literature review of recent
scientific papers on sustainability management and integrated management systems.
The action research project indicated a clear tendency towards the integration of different
norm-based management systems into one integrated management system according to the
ISO High-Level-Structure. A supplementary literature review revealed that such an
integrated management system can provide sustenance for implementing a sustainable
management structure.
According to the high-level-structure, there was no standardized integrated management
system available and well known by small and medium sized enterprises worldwide, not
before the latest version of ISO norms. The High-Level-Structure of ISO norms now aims to
establish more integrated management systems in organizations. With the newly introduced
aspects like “context of the organization”, “interested parties” and “risk-based thinking”
organizations have a powerful tool for a sustainable management.
Keywords
Integrated Management Systems, sustainable management, Sustainable reporting, HighLevel-Structure
JEL Classification
M14, Q01

Introduction
Sustainable management and sustainability reporting are not very new topics. The first
articles about Nonfinancial Reporting, Corporate Social Responsibility or Sustainable
Management (Bowen and Johnson, 1953) can be dated back until the early 1950th.
Meantime, there are numerous articles on sustainability reporting for all kind of
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organizations (Aras and Crowther, 2008), (Ioannou and Serafeim, 2017), (Cho et al., 2015).
But this is not yet a broad movement in business organizations. Directly connected to the
topic of sustainability reporting is “sustainability accounting” or “sustainability
controlling”.
In many cases, Sustainability is defined in a broad way, covering environmental, social and
ethical aspects (Kolk, 2008). Sustainable management and reporting is often connected to
“Corporate Social Responsibility” (Pirnea et al., 2011) (Dahlsrud, 2008), (Moon, 2007) or
even used synonymous.
In contrast to wide range of articles about Sustainable Reporting and Accounting there are
fewer papers concerning the underlaying Sustainability Management System which can
produce the reported results (Adams and McNicholas, 2007). According to Wilkinson, there
was an arising need for an integrated management system (IMS) when environmental
management and occupational health and safety management systems became essential to
quality management systems (Wilkinson and Dale, 1999).
With the High-Level-Structure of ISO norms and the recently published version of different
norms, for the first time, there is a guideline for implementing an integrated management
system in all organization, including the small and medium-sized ones.
This article discusses “how integrated management systems can contribute to a sustainable
management structure in small and medium-sized organizations worldwide”.
Integrated Management Systems foster Sustainably Management structures
More than 15 years after Wilkinson debated on the prerequisite of an IMS, International
Organization for Standardization (ISO) introduced the “High-Level-Structure (HLS)”. HLS
stands for a guideline for developing new norm versions and is part of the Annex 3 in the
“ISO/IEC Directives, Part 1, Consolidated ISO Supplement, 2014, Appendix 2 – High level
structure, identical core text, common terms and core definitions” (ISO Org., 2014). Since
2012 all new published norms must comply to the High-Level-Structure.
The main purpose was to ensure that the norm requirements are addressed in the same
chapters in a comparable way. A general structure should support an easier integration of
different norms into one Integrated Management System (IMS).
Research Methodology
While collaborating with various SME’s in Germany to update their management systems to
the latest versions of the norms, an increasing tendency of the companies to put the different
norms together in one Integrated Management Systems (IMS) became noticeable. This was
the motive for establishing an Action Research (AR) Project that allows closer look at this
development. AR proved especially suitable for analyzing project connected to quality
management due to its approach similarities with the continuous, circular steps (NagelPiciorus et al., 2016).
As part of the Action Research Methodology (Herr and Anderson), the following norms and
their implementation was assessed in small and medium sized companies in Germany:
 DIN ISO 9001:2015 (DIN Deutsches Institut für Normung e. V., 2015)
 DIN ISO 14001:2015 (DIN EN ISO, 2015a)
 (E) DIN ISO 50001:2017-09 (DIN EN ISO, 2017a)
One of the research questions was:” Which are the common elements addressed in the HighLevel-Structure (HLS) of the ISO organization for building the minimum requirements for
an IMS? ” The ISO/IEC Directives, Appendix 2 (ISO/IEC, 2014) lists the following
elements as common parts of all new norms:
1. Context of the organization
2. Leadership
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3. Planning
4. Support
5. Operations
6. Performance evaluation
7. Improvements
These common elements define therefore the minimum requirements of an integrated
management system based on the HLS.
As part of these 7 topics there are also three aspects empowering all the norms as a
management instrument:
 the interested parties with their needs and expectations;
 The context of the organization;
 The risk-based thinking.
Findings
In the following section it is addressed the contribution of the elements of the IMS to a
sustainable management system.
Some of them originally come from the more environmental oriented norms like the “ISO
14001:2015 - Environmental management systems – Requirements with guidance for use”
(DIN EN ISO, 2015b) or the ISO 50001 - Energy Management Systems (DIN EN ISO,
2017b) In these cases the input of the norms to the topic to Sustainability is inherent. Some
researchers propose even the ISO 14001 itself as a suitable management system for
sustainability management (Schaltegger et al., 2012), (Schaefer, 2007). But some other
aspects are also common parts of the ISO 9001:2015 - Quality management systems –
Requirements” (DIN EN ISO, 2015c).
Defining a policy and its objectives
The following aspects are requirements of all norm based integrated management systems,
no matter if there are environmental oriented or not.
According to the High-Level-Structure (HLS) every organization should define an
organizational policy for example for quality, environment or for sustainability. This policy
has to be communicated to all members of the organization (DIN EN ISO, 2015a)
The organization should define objectives (e.g. quality objectives, environmental objectives
or sustainability objectives), derived from this policy. As stated by the norm, it is
insufficient to name several objectives. The different norms give clear instructions how
these objectives should be defined in terms that make it measurable; the required resources
and a responsible person must be addressed as well as a planned deadline for accomplishing
the goal.
Making objectives measurable, indicators shall be connected to each objective. Examples
for performance indicators, related to integrated management systems are already discussed
in recent field literature (Olaru et al., 2014). However, clear requirements for the objectives
make sure that they can be implemented and monitored in the organization. In addition,
these objectives build the fundament of an environment or sustainable controlling system
(Strat et al., 2016). Chapter 9 of all norms now asks especially for a performance
measurement.
Context of the organization and interested parties
Before an organization can define such clear objectives, it must assess the context of the
organization. The analysis makes sure that an organization “determine[s] external and
internal issues that are relevant”. (DIN EN ISO, 2015a) For this, the entity „shall determine:
 the interested parties that are relevant to the [...] management system
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the relevant needs and expectations (i.e. requirements) of these interested parties;
which of these needs and expectations become its compliance obligations.” (DIN
EN ISO, 2015a)”

This concept of relevant “context topics” and “interested parties” was introduced the first
time in the new ISO Norm versions, while the “relevant internal” and“ external topics” are
closely related to the “Five Forces” of Porter (Porter, 2008) or the “SWOT-analysis of
Mintzberg (Ahlstrand et al., 2001). As a result, internal capabilities and external possibility
and requirements, including legal ones, are identified. This is often the case for
environmental topics, but there can also be further “needs and expectations of interested
parties”.
“Interested parties” stands as a new feature in the norms published according to the HLS. By
considering the needs and expectations of all stakeholders - interested parties, the
organization gets a helpful idea of the broad variety of their participants. This is a necessary
step for defining the context of the organization. With these two analytical steps the ground
for the policy and the objectives is constructed. But, for the whole building process of a
sustainability management system, these two remain useful und necessary components.
Going further, and looking into the definition of what is “Corporate Sustainability”
according to Dyllick / Hockerts as "meeting the needs of a firm's direct and indirect
stakeholders (such as shareholders, employees, clients, pressure groups, communities)
without comprising its ability to meet the needs of future stakeholders as well" is very close
to requirements of interested parties according to the ISO norms (Dyllick and Hockerts,
2002).
Risk-based thinking
Closely connected to the analytical and definition steps above, is the risk-oriented thinking.
There were already other norms dealing with risk management (e.g. ISO 31000) (DIN EN
ISO, 2018) but this topic was not part of all common norms like the ISO 9001. With the
latest versions according to the HLS, the risk-based thinking is now entirely conveyed by all
norms. The management systems should identify risks and opportunities in all processes:
addressing “risks can include avoiding risk, taking risk in order to pursue an opportunity,
eliminating the risk source, changing the likelihood or consequences, sharing the risk, or
retaining risk by informed decision.” (DIN EN ISO, 2015c).
Considering the above mentioned SWOT-analysis, the part for opportunities and threats, is
nothing else than a risk-oriented approach. With the HLS, risk management is now part of
an integrated management system and of a sustainability management system.
The following diagram summarizes the different steps of strategy formulation, mentioned
above, according to the High-Level-Structure (HLS) (Fig. No. 1)
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Fig. no. 1. Strategy formulation according to ISO norms
But the strategy formulation is only one side of the complete integrated management
system. According to the continuous improvement of management systems there must be a
permanent circle of the following management steps to reach a higher level of maturity.
(Domingues et al., 2016) (Fig. No. 2):

Fig. no. 2. The Management Circle
However, this paper focuses mainly on the steps “performance evaluation” and reporting.
Performance Evaluation
Performance Evaluation became a compulsory part in the common ISO norm Chapter 9
(2015a). “The organization shall monitor, measure, analyses and evaluate its […]
performance” (DIN EN ISO, 2015b).” The organization shall evaluate its […] performance
and the effectiveness of the environmental management system “ (DIN EN ISO, 2015b).
With the ISO 14031 came additional guidelines for environmental performance evaluation
available (ISO Org., 2013). The following list shows the definition of different indicators
according to the ISO 14031.

176

New Trends in Sustainable Business and Consumption

Table no. 1. Definition of different indicators according to ISO 14031
Nr.
3.5
3.11
3.15
3.17
3.18

3.19

Long Text
environmental condition
indicators
environmental
performance indicator

Abbreviation
ECI
EPI

Explanation
environmental performance indicators that provide
information about the local, regional, national or
global condition of the environment
indicator that provides information about an
organization’s environmental performance
measurable representation of the condition or status
of operations, management, or conditions

indicator
key performance indicator

KPI

management performance
indicator

MPI

3.19
operational performance
indicator

OPI

indicator of performance deemed by an organization
to be significant and giving prominence and
attention to certain aspects
environmental performance indicator that provides
information about the management activities to
influence an organization’s environmental
performance
environmental performance indicator that provides
information about the environmental performance
of an organization’s operational process

A performance measurement for environmental aspects (and all other aspects of the
integrated management system) should also contain an “Evaluation of the compliance”, a
plan for “internal audits” and a review by the top management. This aspect is supported
through clear and detailed requirements in the norms, on how a performance management
and evaluation system should be implemented.
Reporting
Sustainability is one topic of a wide range of non-financial reporting topics. (Amir and Lev,
1996). With their book “One Reporting – Integrated Reporting for a sustainable Strategy”,
Eccles, and Krzus emphasis that “Nonfinancial information […] is becoming increasingly
important […]” and that “A Number of frameworks have been proposed on how to use
nonfinancial information to supplement financial reporting” (Eccles and Krzus, 2010). But
according to C.H. Cho, there is a “significant gap […] between corporate sustainable talk
and practice” (Cho et al., 2015).
Integrated Management systems according to the ISO norms mainly concentrate on internal
reporting of nonfinancial aspects as part of the compulsory management review in Chapter
9.3.
Except for the external audit through an auditing company there is no general obligation to
publish a complete nonfinancial or integrated report to external interested parties. However,
there several legal requirements on reporting/publishing aspects to governmental
organizations. For example German companies have to report on the amount and sorts of
garbage (Konzak and Suhl, 2018), amount of wastewater (Mindestanforderungen an
Abwassereinleitungen, 2003) or the emission of air (Krauß, 2012).
On the other hand, there are different initiatives that try to convince entities to publish
nonfinancial elements on a voluntary base. Such an example is a model, which covers all
aspects of an integrated management systems, proposed by the International Integrated
Reporting Council (International Integrated Reporting Council, 2013). The reasoning is
referring to improvements in the value creation process. Also the Global Reporting Initiative
(GRI), set up 2002 in Amsterdam, developed different standards for reporting contextual
information about an organization (Global Sustainability Standards Board - GRI 102) or
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information about energy (Global Sustainability Standards Board - GRI 302). All these
initiatives present detailed guidelines for how and what to report in nonfinancial reports.
Conclusions
The High-Level-Structure (HLS) of the new ISO norms provides a suitable framework for
implementing an integrated management system for various kinds of organizations. In
addition, the context of the organization, expectations of interested parties and risk-based
thinking are fundamentally new aspect in all recent ISO norms. This are also important
elements of a Sustainable Management System. Organizations who update their
management systems towards the new ISO requirements automatically have a suitable
framework for a sustainable management system.
Based on the small Action Research Study, future research questions should focus on more
detailed analysis of the dissemination of Integrated Management Systems including the ISO
High-Level-Structure. If the assumption of the article is correct, that integrated management
systems can contribute to a sustainable management structure in SME’s, future research
should investigate the function of IMS for Sustainability in organizations.
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Abstract
This empirical study analyzes the different perceptions of popular European tourist
destinations in German and UK media reports. There are huge differences in the behavior of
travelers from different countries, their preferred tourist destinations, accommodations, etc.
Most of these differences can be explained by the differences in disposable income,
exchange rates, gravity models that simply account for the travel distance, and some more.
While all these metrics are reasonable explanatory variables, this study tries to elaborate
whether there are further differences that originate from the general perception of a country.
To measure the differences in the perceptions, we analyzed the differences in the sentiments
of the online media in Germany and UK toward potential travelling destinations and
compared this information with tourist arrivals in these countries. The sentiments in the
media were measured by artificial neural network software that analyzes the mood of the
mass media.
The results revealed that there were indeed different perceptions in the German and UK
online media for some European tourist destinations and these differences were reflected in
tourist arrivals. These results suggested that there were either news on different topics or
that the media in Germany and UK valued the same topics in different ways.
This information is useful for businesses in the tourism and hospitality sectors as well as for
country promoters and news provider businesses to investigate the source and the impact of
the information gap to optimize their operations.
Keywords
Tourism; online media; sentiment analysis; machine learning
JEL Classification
C45, C53, L83

Introduction
Besides several other differences among European countries, travelers from different
countries prefer different travel destinations. Eurostat and the World Tourism Organization
[WTO] track the behavior and the routes of travelers closely and provide timely data of
tourism flows that show the differences between the countries. There are a large number of
studies and models that try to explain the behavior of travelers in different countries (see
e.g. Song and Li 2008, Dogru et al. 2017, Li et al. 2017, Dinis et al. 2017, and many more).
Most of these models explain the differences by means of disposable incomes, exchange
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rates, gravity models that simply account for the travel distance, and some more factors (see
e.g. Song & Li 2008). Further studies investigate the historical reasons for the differences in
tourism flows such as immigration and refugee flows in the past (see e.g. Seetaram 2012,
Moufakkir 2014).
While all these studies have reasonable explanations for the differences in tourism flows, the
question still remains as to whether a fraction of these differences is solely attributed to the
perceptions of travelers from different countries on travelling destinations. In a previous
study, we showed that there are very strong correlations between the news sentiments in the
German-speaking media and the tourist arrivals in popular tourist destinations in Europe
(Starosta et al. 2018a). Moreover, we showed that these correlations are dependent on the
arousal among the travelers created by the news reports (Starosta et al. 2018b). This study
also suggests that it is possible to classify which types of news reports lead to stronger or
weaker arousal levels. These findings directly lead to the question of whether news
reporting in different countries of origin differs and there are also differences in the
sentiments or if all further differences in the behavior of tourists can be attributed to the
classical models that neglect or overlook the perceptions of travelers.
A comparison between Germany and UK seems reasonable as both have a similar median
disposable income (Germany $25,140, UK $21,576)* and the role of the gravity is less
important as their distance is not too far away (Avg. distance ~800km). Further, both are
western European countries that are not connected to the Mediterranean Sea and they have
some common tourist destinations.
To cost-effectively measure the perceptions of German and UK travelers to European tourist
destinations, we measure the sentiments toward these countries in the German and English
media. While this not a direct measure—such as a survey—it is probably one of the best
proxies that could be used to analyze the sentiment of a country toward another country.
Also, we suppose that the trends of specific perceptions of a country toward another country
are mutually reinforcing between the news reports in the media and the general perceptions
of the citizens.
We analyze the sentiments in the German and UK media with artificial neural network
software that is able to classify the news reports of very comprehensive news streams in
both countries. The software rates every news item, either positive or negative, that refers to
a potential tourist destination. This information can be used to generate time series that
reflect the sentiments in the German and UK media over time. Each pair of origin and
destination (e.g. origin Germany and destination Italy) gets two time series: one with the
number of positive news and one with the number of negative news. We compare the
correlations in these time series between Germany and UK to see the differences in
perceptions and also between their corresponding tourist arrivals to see if the different
perceptions come along with different behaviors in arrivals and different preferences for
travel destinations.
Theoretical Foundations
Starosta et al. (2018a) analyzed the impact of online media on tourist arrivals in Europe.
While this study was able to show strong correlations between the sentiment in the Germanspeaking media and tourist arrivals in Europe, further research showed that this relation
might be different for other countries and language areas. We expect that, besides many
other factors, perceptions play an important role. Many studies suggest that the reporting by
the mass media drives the perceptions, especially those pertaining to international relations.
Wanta et al. (2004), McComb and Reynolds (2002), and others show that the agenda is set
by the mass media. Furthermore, Wanta et al. (2004) argue that the more negative coverage
*

Source OECD http://stats.oecd.org/Index.aspx?DataSetCode=IDD
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a nation receives, the more likely the respondents think negatively about the nation. Brewer
et al. (2003) find similar evidence that a “news story that presents a frame linking an issue to
a foreign nation in a way that suggests a particular evaluative implication may shape how
audience members judge that nation.” Zeitzoff (2016) analyzes how social media can
influence armed conflicts. Apart from the studies on media influence on international
relations, a tremendous number of different studies focus on several other topics of media
influence.
Besides Starosta et al. (2018a) and the studies that analyze media influence on different
groups, tourism research provides the foundations and the explanatory variables that do not
account for the perceptions of travelers. Song and Li (2008) provide a comprehensive
overview of tourism demand forecasting between 2000 and 2008, which summarizes most
of the classical indicators based on econometric and time series models. A recent study by
Dogru et al. (2017) enhances the classical tourism demand models. Some newer studies in
the area of tourism research also apply methods that engage big data from the web, such as
search engine query volumes and sentiments from social media posts. Li et al. (2017)
propose a method to forecast tourism demand via a composite search index built with the
help of search engine query volumes. In a similar study, Dinis et al. (2017) analyze the
correlations between the search query volumes of specific query terms for different regions
in Portugal and the overnight stays spent in these areas. Mathieson and Wall (1982) identify
five steps in the decision-making process of tourists—identification of needs, information
search, alternatives evaluation, choice and purchase, and post-purchase evaluation. We
expect the active search process—as measured by the search engine query volumes—to start
at a later step than the opinion-forming for a potential destination; thus, we expect the
approach of sentiment analysis in the mass media to have a longer lead to the actual arrivals
than the query volumes. Although there are a large number of sentiment analysis studies in
the area of tourism research, they mostly focus on microeconomic data and the analysis of
travel reviews. Ye et al. (2009) analyze the sentiments about travel destinations in online
reviews with the help of different machine-learning approaches and evaluate their qualities.
Gonzales-Rodriguez et al. (2016) analyze the post-visit and pre-visit tourist destination
images through electronic word-of-mouth sentiment analysis and the perceived helpfulness
of reviews on the Ciao platform. Ren and Hong (2017) present a very interesting analysis on
microeconomic data. They not only analyze the sentiments in online reviews but also
attempt to determine the sentiment toward a specific topic within the review. Chaabani et al.
(2017) use sentiment analysis to track touristic reviews in social media; this is one of the
very few analyses to also focus on the macroeconomic structures of tourism. They analyze
the tourists’ viewpoints of Tunisia as a travel destination after Arab Spring. Yuan et al.
(2016) uses the dataset “The Global Data on Events, Location, and Tone” to model the
image of China in the mass media and how its relations have evolved with time to model
tourism demand for the country. Apart from the demand modeling approaches, there are
other studies that analyze the impact of shocks and instability on tourism destinations.
Sönmez and Graefe (1998) give a comprehensive overview of the studies on tourism,
terrorism, and political instability. In addition to the studies focusing on the tourism
industry, Kotler and Gertner (2002) treat a country as a brand or product and theoretically
analyze how images affect attitudes toward a country’s products and services and its ability
to attract investments, businesses, and tourists.
The domain of computer science provides the foundations for sentiment analysis with the
help of machine-learning algorithms. Computational sentiment analysis is a research area
that has been growing rapidly since the 2000s; the first comprehensive studies were
conducted by Pang and Lee (2008). Sentiment analysis can be done with any machinelearning algorithm, such as Naïve Bayes, support vector machines, logistic regression,

183

BASIQ INTERNATIONAL CONFERENCE

conditional random fields, artificial neural networks, etc. Moreover, there are less generic
approaches that try to detect the sentiment with the help of wordlists, n-gram lists, and
similar methods. The latest comprehensive study on sentiment analysis with the help of
machine learning is by Liu (Liu). While there is a huge volume of research in the field of
sentiment analysis and machine learning, this study focuses on production-ready and
applicable algorithms. Several studies show that even simple algorithms usually perform
well enough for this kind of study, with more than 85% of correct sentiment predictions
(Domingos & Pazzani 1997, Endres 2003, Potts 2011). In the domain of applied computer
science, there have been various efforts to analyze the impact of sentiments on stock and
financial markets. Zhang et al. (2010) report correlations between the emotional words
Hope, Happy, Fear, Worry, and others and the indices of Dow Jones Industrial, NASDAQ,
S&P500, and VIX. When a lot of hope or fear is expressed on Twitter, the indices tend to
fall the next day. Bollen et al. (2011) optimize this approach and attempt to forecast the
Dow Jones Industrial index with the help of Twitter messages (Tweets). Zhang and Skiena
(2010) successfully forecast single stocks with the help of sentiment analysis. Feldman et al.
(2011) analyze economic news with an algorithm that provides a deeper textual
understanding. Si et al. (2013) implement an approach that tries to analyze the sentiment on
specific aspects and topics, similar to Ren and Hong (2017).
Finally, some studies from the fields of economics and finance use mass media sentiment
analysis to forecast or nowcast macroeconomic data. While these studies are from different
domains, their methodology is more similar to this study than most of the studies in the
domain of tourism. Daas and Puts (2014) analyze the relation between Dutch messages in
different social media channels and the Dutch consumer confidence index. Förschler and
Alfano (2017) show correlations between financial news, the leading German indices, and
the number of incoming orders. Shapiro et al. (2017) from the Federal Reserve Bank of San
Francisco focus on forecasting business cycle indicators and show that their proprietary
news sentiment index is strongly correlated with some of them. This study is based on the
same concepts as those in the studies by Daas and Puts (2014), Förschler and Alfano (2017),
and Shapiro et al. (2017), which we have implemented in Starosta (2018a).
Research Question
This study tries to clarify the question as to whether the differences between Germany and
UK pertaining to favorite tourist destinations and the differences in arrivals are solely based
on classical and historical assumptions, such as distance to destination, disposable income,
past immigration flows, and explanatory variables that are found in the current literature
(e.g. as summarized by Song & Li 2008) or if there are more differences in perceptions
between the travelers from Germany and UK that contribute to the differences in tourist
flows.
The null hypothesis is that there are no further contributions that are based on travelers’
perceptions and that there should be no big differences in perceptions between the travelers
from different countries.
H0: There are no further differences between the perceptions of travelers from Germany
and UK, and tourism flows can be solely explained by the existing explanatory variables.
This hypothesis is reasonable because the media in both countries in general state that it is
objective, that the most important news are delivered in a timely manner, and that no news
are deliberately kept secret. This should lead to very similar news reporting in Germany and
UK, and so the perceptions in these countries should not differ too much.
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Methodology
The study is divided into several steps of data acquisition and data analysis. The details of
the methodology are explained in Starosta et al. 2018a. In contrast to the Starosta et al.
2018a study, this study focusses on the differences in the perceptions between Germany and
UK rather than on the correlations between the perceptions and the tourist arrivals.
Results
Table 3 shows the results of the tourist destinations of German and UK travelers. The first
column displays the destination and the second column displays the correlation between the
sentiment indices of Germany and UK. While most of the perceptions of the countries
correlate very strongly—which is the expected behavior if the news reporting is neutral and
objective—the null hypothesis could be rejected for Austria, Turkey, Croatia, and Egypt
(Note that the null hypothesis is rejected when the correlation is weak).
Table 3: Correlation of Sentiments in German and English Online Media
Destination
Spain
0.629
France
0.803
Italy
0.820
USA
0.990
Austria
0.348
Turkey
-0.011
India
0.943
Croatia
0.378
Egypt
0.497
Greece
0.990
Portugal
0.975
Italy
0.806
Discussion
The results show that there are indeed different perceptions in Germany and UK for some
countries and also that the media reports are different for the same events.
The biggest differences appear in the countries that also enjoy different popularities among
travelers. Austria and Turkey, two very popular tourist destinations for German travelers
that ranking 3rd and 4th, also belong to the countries for which the null hypothesis could be
rejected. These countries do not appear among the top destinations for UK travelers at all.
Austria is a country with very few British travelers, while Turkey is also an important tourist
destination for British travelers, recording roughly one-third fewer British travelers than
those Italy has.† Besides these very important countries for German travelers, the null
hypotheses could be rejected for Croatia and Egypt as well.
In the case of Austria, the sentiment in the UK media was more or less neutral between 2009
and 2015, and then the sentiment took a negative turn in the aftermath of the European
migrant crisis that started in 2015. The European migrant crisis affected Austria very badly
because of its location on the Balkan route. The sentiment in the UK news persistently
deteriorated until the end of the observation period. The sentiment in the German media was
†

Source: EUROSTAT
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=tour_dem_tnw&lang=en
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not at all influenced by the events that happened and the decisions that were made during
the European migrant crisis in Austria. The sentiment in the German media toward Austria
kept increasing positively. It seems that the different opinions on the refugee policies
divided the perceptions in the media and thus, as shown by Seetaram, Moufakkir, and
others, also the perceptions of potential travelers. As the sentiment in the UK media changed
in a profound way and was very negative until the end of the observation period, there might
also be further topics—e.g. those related to Brexit—which contributed to further differences
in perceptions.
In comparison, the case of Turkey is different. While the news sentiment in the German
media almost fitted perfectly with tourist arrivals (
0.899) ‡, the sentiment in the UK
media was negative during the whole observation period. Turkey’s autocratic shift, which
happened before and after the coup attempt in July 2016, had a significant impact on news
reporting in Germany with heavily deteriorating sentiment in German media. In contrast, the
coup attempt and the autocratic shift in Turkey did not influence the sentiment in the UK
media at all, since the reporting on Turkey was very negative anyway. One reason for these
results might be the large number of citizens with Turkish origin in Germany, accounting
for around 4% of the German population. In 2015, around 2,851,000 citizens with Turkish
origin lived in Germany.§ Therefore, we expect that the results for Germany are hardly
biased by its citizens with Turkish origin. Still, it is interesting to see the differences in
perceptions. In a world with unbiased and objective news, the perception of a country
should not depend on the origins of its citizens.
The case of Croatia is very similar to that of Turkey. The perception of the German media
was positive for almost the entire observation period. Only for a short span in 2015, when
Croatia had closed its borders to Serbia and a large number of refugees crossed into Croatia
because of the European migrant crisis, the sentiment in the German media worsened. In
contrast, the sentiment in the UK media kept on worsening all the time.
Finally yet importantly, in the case of Egypt, the media in Germany reacted on every event
that happened during the Arab Spring: the overthrow of President Mubarak in February
2011, the overthrow of President Mursi in July 2013, and the bombing of a flight in October
2015. In contrast, the sentiment in the UK media kept on worsening all the time and the
decline in sentiment did not speed up with special events. Interestingly, the wobbling
sentiment based on events is not unique to the German media in general. Rather, this is a
fact pertaining to this specific case. The perceptions regarding other countries also show
wobbling media (and sentiment) reactions for every event in UK news reporting.
While there is a broad consensus in the perceptions for most countries, the perceptions for
specific countries can differ greatly. The root cause for these different perceptions cannot be
elaborated in the course of this study. Especially the case of Austria suggests that one reason
for the different perceptions might be different opinions on the policies implemented by a
country—e.g. the refugee policy in Austria.
Conclusions
This study showed how the perceptions in Germany and UK differed for two of their most
important tourist destinations and there are more differences for other destinations as well.
Like the differences in perceptions, the consensus for other destinations is equally
interesting. For instance the media perceptions about the US or India are the same in both
German and UK media.
‡

Source: Starosta et al. 2018a
Source: Migration Report of the BAMF:
https://www.bamf.de/SharedDocs/Anlagen/DE/Publikationen/Migrationsberichte/migrationsbericht2015.pdf?__blob=publicationFile
§
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We could show that our perceptions, which are driven by media reports and by the agenda
that the media sets for us, have a big impact on many aspects for tourism businesses and
other sectors.
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Abstract
In the context of the present dynamics of the labor market and of the continuously changing
of economic reality, the universities must adapt and make their educational programs more
flexible so that their main products, the graduates, should be employed appropriately and be
socially useful. The paper represents an analysis of Romanian employers’ perception
regarding the quality of education received by students from the Bucharest University of
Economic Studies. The research presented in the paper was conducted on 80 employers in
Romania.

The results of the research can lay the foundation for the development of the
institutional capacity and the quality improvement of the educational offer of the
Bucharest University of Economic Studies in terms of adapting, structuring, and
reconciliation of the university educational programs to the requirements of the
labor market.
Keywords
Employers, insertion, employability, labor market, transversal and professional competences
JEL Classification:
J24

Introduction
For universities, the labor market represents a reference and, in the same time, an indicator
of quality, usefulness and necessity of educational programs they are offering. The labor
market is the place which validates the educational activity both from the perspective of the
contents of the study programs suggested to various categories of persons interested to learn
and to acquire certain competences that are useful in life and in the efforts for one’s own
professional training of those enrolled for various study programs, and from the perspective
of adaptation to the short-term and long-term economic and social realities.
More than other higher education institutions, a university of economics and business, such
as Bucharest University of Economic Studies, whose declared mission is to develop
professional competences at a high level of performance that are necessary for acquiring
knowledge and taking action in the economic and administrative fields, will prove its force
by the value of its graduates and their contribution to the functioning and development of
the economy.
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University graduates in general and especially the graduates of the economic universities
can take advantage of the opportunities triggered by the nowadays in the labor market.
Whereas for more than 20 years the market has been able to absorb nearly all the economic
training graduates, we find that there is a shortage of labor force at present. Employers are
complaining due to the lack of labor force, they talk about the problems they encounter
when hiring personnel and they even show interest in importing labor force.
For the Romanian market, these are new elements that bring along major changes for the
benefit of present/ future employees: a wide and diverse offer of jobs and therefore, better
employment conditions. At the level of the entire country of Romania, there is an increase
of the number of jobs in fields such as financial, insurance, real estate services and business
services (Capital, 2017). As expected in the conditions of shortage of labor force, one
anticipates an increase of salaries and benefits offered by employers. The employers
reconsider their requirements when hiring people – they no longer expect to hire persons
with work experience, but merely with basic knowledge in the field and, very important,
with learning abilities. They are willing to offer training for their employees so that they
could develop the competences needed for the job (Research Romania, 2017).
In the conditions of the shortage of specialists, the employers compete with each other for
highly educated employees. They aim at hiring young people with good and very good
school results, great communication skills in foreign languages, extracurricular activities,
talent, initiative, dynamics, flexibility, and adaptation skills. The focus is placed more and
more on talent, initiative, and capacity to take over responsibilities, risks and
entrepreneurship/ intrapreneurship skills, qualities which employers find less and less in the
young employees, although they are intellectually very competent (Mihalcea, 2017).
Some major changes on the Romanian labor market appear also in terms of labor force. In
contrast to previous periods when large numbers of people were interested in working
abroad, at present their number has decreased and therefore the number of persons searching
for professional achievement in Romania has increased (Capital, 2017). The economic
development has created conditions for many young people to be able to obtain attractive
benefits being employed in a company in the country that are comparable to the ones they
would obtain abroad, without having to pay the costs of migration. Romania has become
attractive also for various foreign citizens: persons with temporary right to work in UK,
native British people, Swedish, German people for which Romania represents an alternative
and an opportunity to become entrepreneur or to be employed in the subsidiaries of
multinational companies. Romania has become attractive also for Serbian and Macedonian
people who find familiar cultural attributes in the Romanian economic environment, but
also for Asian citizens who are drawn by the possibility to earn more than in their native
country or by the perspective of having a job in another European country.
The labor market also brings along changes at the level of the employment relationships,
specifically in the employment agreements. Traditionally for most employees, finding a job
means being employed with a permanent employment agreement and the introduction and
extension of the fixed-term employment agreements have not significantly changed that, at
any rate not at the level of mentality of most employees or persons in search of a job. The
challenges and opportunities that exist at present on the labor market trigger the introduction
of a new type of employment agreement – the project employment. This is actually a fixedterm employment agreement (it lasts as long as the project lasts), which represents
employment “on demand”, to implement specific projects or to obtain specific results.
(Colorful.hr, 2017). The employment for a project has spread more and more in the
conditions of the increased economic dynamics, becoming the predominant type of
employment agreement in the “sharing” type economy or „gig economy”. This is also
encountered on the Romanian market and it is expected to be used more and more, as a
consequence of hiring an increasing number of persons in the multinational corporations or
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outsourcing system. A typical example of gig work is the one of Uber services, which was
very successful in the transportation field and which is relatively known in Romania. Gig
work means performing services that the client needs, when he/ she needs it and as long as
he/she needs it, using the performer’s own resources (for example, in the case of Uber
services, these are the cars) which are in this way shared with the ones needing them.
Requiring and obtaining these services in real time is done by using technology means. Such
new models of employment represent an alternative to the traditional business and
employment models, being perceived by some of the employees and employers as a threat
to the existing jobs and work places.
Problem statement
The information presented in this article is part of a greater study, which was carried out in
the project „Graduates from the Bucharest University of Economic Studies and the labor
market”, a project which was financed by the Ministry of National Education through the
National Council for Higher Education Funding, within the Institutional Development Fund
FDI 2017, field 8 – The correlation of educational offer to the demand on labor market,
conducted by the Bucharest University of Economic Studies (ASE) through the Center for
Counseling and Career Orientation, during the period 15th July– 15th December 2017.
The project aims at reaching generous objectives – analyzing the insertion of the graduates
from the Bucharest University of Economic Studies on the labor market and their career as
well as the correlation of curriculums and of competences obtained by the university
graduates to the requirements of the social – economic environment and of the labor market.
Under the assumption that universities should be open to partnerships in order to offer
adapted services both to students and to the labor market, the research efforts have tried to
identify, among other research objectives, the opinion of employers on the quality of ASE
graduates, as a mechanism of measurement and evaluation of the university educational
performances. The data that are collected contribute to the promotion of an academic culture
of quality, to the performance of some rigorous analyses with a view to permanently adjust
the educational offer to the specificity and requirements of the labor market.
Problem statement
The main hypothesis of the research aims at proving that there is a direct relation between
the competences obtained by the ASE graduates and their social –professional insertion as
it is perceived by the employers.
Purpose of a study
A part of the research conducted among employers aimed at identifying the employer’s
perception on the competences of ASE students and graduates, having the following
guidelines as landmarks:

„Transition from school to work”, defined as the period between the end of
studies and finding a stable full-time job (OECD, 1996);
Social – professional integration as an adaptation process of a person to the
professional environment, to the work and behavior requirements of the organization
he/ she works for, of suitability of his/ her personality to the work group;
Social – professional insertion, as professional socialization process in
various stages during which the organization is guiding its new employees in their
profession: recruiting new members of personnel, training them in a university
institution and assigning a job at the end of the training program;
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Employability, being the capacity of a person to find a job, to keep it and to
find a new job, if needed (personal dynamics)/ the capacity of a person to develop
his/ her potential in a viable position/ job.
Research methods
In order to analyze the employers’ opinions on the quality of ASE students/ graduates, we
have conducted an empiric sociological research. This enables the direct observation of the
reality under study by applying certain specific methods and techniques to collect
information (in our case – the questionnaire-based survey), analyzed, and interpreted them
to obtain information on the phenomenon under investigation.
The questionnaire-based survey was selected as research method because it allows the
systematic collection of information on the insertion of ASE students/ graduates on the labor
market, and the data that are obtained this way enabled interpretation of their significance.
The survey was conducted among employers in the database of the Bucharest University of
Economic Studies (employers who are providing opportunities for pre-service training of
students, ASE partners, representatives in the Advisory Boards within ASE faculties).
The type of sampling that is used:
- Non-probability sampling, which means using previous information or information from
experts for the coordination of the selection of typical or representative samples for a
particular issue under study;
- Group sampling, where the population that needs to be investigated is made of several
heterogeneous groups. Thus the groups are separate sampling units.
The group of responding employers included 80 respondents from the 435 who were found
in the ASE database having contact information (18,39% response rate). It is meaningful to
mention the respondents’ connection to this database because it includes the most significant
employers of the ASE graduates from the public/ private entities.
The instrument that was used was the Questionnaire to assess the employers’ opinion on the
quality of graduates and of the study programs offered by ASE Bucharest, which is a
questionnaire with 9 questions (8 closed-end questions and 1 open-ended question);
The questionnaire included questions with pre-coded answers, aiming at supplying
information of the topics addressed, but also open multiple choices questions and factual
questions (regarding age, level of education, year of graduation, type of higher institution
graduated, position within the higher institution graduated etc.).
The way in which the questionnaire was applied: self-administration, on-line. The
questionnaire was sent by e-mail to all employers in the ASE database, by using a Google
drive form which allowed creation of an electronic database.
The period when the questionnaires were applied: August – September 2017.
Findings
The employers assessed to what extent the graduates from the Bucharest University of
Economic Studies possessed the following qualities:
- Theoretical training (Figure 1);
- Specialization in the economic field (Figure 2);
- Professional background in the economic field (Figure 3);
- They are open to learning experiences, they have proactive attitudes towards the
professional activity (Figure 4);
- They comply with the culture of the companies during internships (Figure 5).
The majority of employers, that is 60% of the respondents, expressed opinion that ASE
graduates have a good theoretical training.
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Fig. no. 1. Employers’ opinions on the theoretical training of ASE graduates
Concerning the specialization of the graduates in the high-interest economic fields on the
labor market, the opinions are polarized. Less than half of the respondents (45%) consider
that the ASE graduates are specialized to a great and very large extent, approximately one
quarter (23,75%) say that they are specialized to a small and very small extent and about
30% have neutral opinions. We believe that this aspect should give the university something
to chew on from three perspectives: the improvement of the educational offer, the
development of partnerships that should be more active with the organizations from the
social – economic environment in order to ensure a more relevant education as compared to
the labor market and the improvement of university’s communication with the external
environment. For example, according to the information ASE possesses, most of the ASE
graduates are employed in the field in which they have their specialization (most of the
graduates - 48,71%, work in the field of their studies or related to it - 35,39%).

Fig. no. 2. Employers’ opinions on the specialization of ASE graduates in the highinterest economic fields on the labour market
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The employers considered that the pre-service training of ASE graduates in the field is
rather low, only 11,25% consider that they are specialized to a very large and great extent,
whereas 60,5% of the respondents declare that ASE graduates have little and very little
practical experience. This shows that the university must provide a better pre-service
training of students, offer professional internships, increase the proportion of professionaloriented activities in the didactic activities, reinforce the partnerships with the employers
etc.

Fig. no. 3. Employers’ opinions on the practical experience of ASE graduates
An encouraging aspect is the one that 75% of the respondent employers consider that the
ASE students and graduates are open to learning experience to a great and very large extent
and they have proactive attitudes towards professional activities.

Fig. no. 4. Employers’ opinions on the ASE students/ graduates’ attitude towards
learning and professional activity
One aspect of the research aimed at identifying the way in which students’ behavior is
assessed by the future employers, by reference to certain elements of organizational culture.
The collected information shows that they do comply with the culture of the organizations
they have their internships, they comply with the working hours and the respective
regulations and they are interested to find out information on the companies. These
behaviors are important for a good insertion on the labor market and they represent essential
elements in the young people’s transition from school to the active professional life.
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Fig. no.5. Employers’ opinions on students’ compliance with the culture of the
organizations where they have their internships
Conclusions
The analysis of the answers proves that, although the economic knowledge of graduates is
necessary, only 60% of the respondents consider that they possess it in a great and very
large extent, only 45% are specialized in a great and very large extent in the field of their
specialization and only 10% of the respondents consider that they have practical experience.
However, this is compensated by the student’s/ graduates’ attitude. A percentage of 83% of
the respondents consider that they are open to learning experiences, they comply with the
regulations of the organizations which employ them or where they have their internships,
they search for information on these organizations and comply with the organizational
culture.
Among other aspects appreciated by the respondents in their interactions with the ASE
students/ graduates, we mention: patience, curiosity and innovation, motivation, the
competence to used specific IT programs, speaking foreign languages other than English,
commitment to the activities they perform and to their professional evolution;
However, some of the respondents declared that certain students/ graduates do not know
what field they want to work in, they do not know how to introduce themselves in writing or
orally, they cannot apply the theory, are afraid to express themselves and cannot work in a
team.
Other respondents stated that the expectations of the graduates are very high from the very
beginning – they avoid the “small” details, of organizing documents, of multiplying/ editing
documents, expecting to achieve spectacular things right from the start, thinking that they
are prepared for it. The problem of the company appears the moment when a documentation
prepared in such a way does not meet the basic requirements of the company because the
basic steps have been skipped.
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We consider that the aspects mentioned in the study are extremely important for the
university. Even if one finds that there is compatibility between the competences acquired
by the ASE graduates and their social – professional insertion, that their professional and
personal qualities are appreciated, the university must organize continuous activities to
improve the educational offers, to adapt them to the employers’ requirements, to conduct
partnership programs together with them.
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Abstract
The presence of Artificial Intelligence in our everyday life has become one of the most
debated topics nowadays. In opposition to the past, nowadays, in the age of broadband
connectivity, it is difficult for individuals to imagine their everyday life, at work or in their
spare time, without computers, internet, mobile applications or other devices. Most of these
devices have had a contribution to the improvement of our everyday life by being more
efficient and having a higher convenience. Few people are aware of the fact that, by
continuously developing and improving these technologies, they might become more
intelligent than we are and that they will have the potential to control us. In the attempt to
make these devices friendlier to consumers, they have started to take human-like aspect and
even having own identities. We have nowadays call center answering machines with names
or robots with names and citizenships. The objective of this article is to determine the
acceptance and preference of consumers for personalized or human-like robots or devices.
For four different cases, the respondents had to choose between a classic device and a
human-like robot. The results of the research show, with a high significance, that consumers
still prefer the classic devices over anthropomorphic robots.
Keywords
Artificial intelligence, robots, consumer, anthropomorphism, perception.
JEL Classification
M10, M31

Introduction
The use of artificial intelligence for marketing purposes is already a must for all innovative
and successful companies all over the world. From all kind of instruments used in Neuromarketing all the way to the use of ‘social robots’ (Duffy, 2000), the expectations of the
consumers are getting easier and easier to be reached and even exceeded. The growing
investments in artificial intelligence support systems and their different automation
functions have become one of the top priorities for most companies worldwide. Whether the
implementation of automated processes and the use of artificial intelligence instead of
human input make a business profitable on long term, or just on the short term, is still a
popular debate with strong pros and cons.
Knowing your customers well is one of the most decisive factors that contribute to a firm’s
success (Popa & Pelau, 2016). Analyzing the consumer’s readiness in terms of acceptance
of initiatives and open-minded and embracing behavior towards a company’s innovation
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trends is one of the goals that are set up in the planning phase of the AI implementation
processes. However, certain constrains appear and skepticism arises towards AI systems
which are able to autonomously take decisions or react and the more advanced is the
autonomy of a machine, the stronger is the restraint feeling of most humans (Lee & See,
2004). Interesting is that while some of the people directly link the autonomy and capability
levels of a robot with a big sense of threat, resulting in low levels of trust towards the AI
system, others are not influenced by these factors. The difference between these different
types of perception is driven by the individual’s characteristics like: personal beliefs,
resistance to newness and change, cultural backgrounds, societal attitudes and experiences
from the past (Lee & Moray, 1994).
This paper adopts the weak artificial intelligence stance, as not the fundamental intelligence
of a system will be questioned, but the details or attributes that contribute to the system’s
appearance as intelligent or human-like (with anthropomorphic characteristics). The paper
aims to establish a correlation between consumers rate of acceptance of different artificial
intelligence systems, based on the level of the anthropomorphic design of the machines in
question.
Literature review
The fast and dynamic evolution of different forms of artificial intelligence is creating both
excitement and anxiety, as the fear exists that the created robots and artificial intelligence
forms can become smarter and they might turn against their creator (Rinesi, 2015). The
opinion regarding the ability of humans to design artificial consciousness differs. Some
authors believe that it will take some time until robots will be able to have human-like
motivation and social reasoning (Haladjian & Montemayor, 2016), while others consider it
just a challenge for engineers (Graziano, 2015).
Another often debated topic and an important concern for companies, is the consumer’s
acceptance of these intelligent robots (Hengstler et al.,2016). Achieving customer’s trust in
artificial intelligence systems, defined as “willingness of a party to be vulnerable to the
actions of another party based on the expectation that the other will perform a particular
action important to the trustor, irrespective of the ability to monitor or control that party”
(Mayer et al., 1995). This is one of the challenging goals of any R&D department and there
are several innovative ways to complete this task. One of these, is the use of
anthropomorphic characteristics in the design of artificial intelligence systems.
Anthropomorphism is defined as the process of ascribing cognitive, emotional states and
human characteristics to objects or other non-living things (from Greek: anthropos,"human
being"; morphe,"shape"). In the topic of artificial intelligence systems, the anthropomorphic
look refers to a couple of characteristics or standards: human-like face and gestures, natural
motion, balanced function and human-like form, autonomy, artificial emotional mechanisms
(Duffy, 2003). In addition to this, in Goleman’s opinion, the key characteristic to
anthropomorphic ability is the expressiveness driven by emotional intelligence, seen as the
ability of an artificial intelligence system to understand and use the emotions of the others,
as a guide to further thinking and acting (Goleman, 1997).
However, the role of the anthropomorphic characteristics in the design of artificial
intelligence systems is widely debated. For instance, Shneiderman argues that the interface
of a robot should be clear, predictable, comprehensive and support for direct manipulation,
and not vague and compromised by anthropomorphic characteristics, as this will only lead
to over-expectations and disappointment from the side of the consumers, when the systems
will not be able to perform to their expectations (Shneiderman, 1989). Also against
anthropomorphism are Nass and Moon, which state that the machines are not persons and
should not be treated like these (Nass & Moon, 2000). Meanwhile, other studies conclude
that people’s tendency is to anthropomorphize, because this process is creating a sense of
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familiarity, which is further easing social acceptance (Watt, 1995), as people ultimately
accept and use the technology they trust, while rejecting the one they don’t (Lee & See,
2004).
A differentiation of the two sides of artificial intelligence comes here in hand, in order to
offer a better understanding of the topic. Following the social intelligence hypothesis, which
states that the primate intelligence originally evolved in order to solve social problems and it
was only later extended to problems outside the social domain and applying this logic to
artificial intelligence systems, we are discovering two faces of artificial intelligence
systems: strong AI and weak AI. Strong AI systems are in theory the ones which can
actually duplicate the human brain, while weak AI systems are only able to simulate human
intelligence.
There are previous studies which have analyzed this correlation. For example, an analysis
conducted by Sproul et al. (1996) and Burgoon et al. (2000) concluded that an artificial
system with a simple text interface is puzzling superior in comparison to synthesized faces
and voices. Nowak’s study found out similar results comparing a more human-like synthetic
face with a less anthropomorphic one. The subjects rated the less anthropomorphic face
higher than the other (Nowak, 2004). However, Gong is able to verify in 2008 his
hypotheses according to which the higher the level of anthropomorphic computer
representations, the more social responses, positive social judgment and greater social
influence have been obtained (Gong, 2008).
This paper offers an empirical approach on consumer perception on human-like artificial
systems, by attempting to verify the next. We have developed two hypotheses. Hypothesis 1
refers to the fact that for devices with similar intelligence level the consumers will prefer the
human-like device. Hypothesis 2 refers to the case of a detailed personalization and
humanization the consumers will prefer the classic device.
Methodology of research
The objective of this research is to determine the perception and the attention of the
consumers towards human like robots in comparison to “classic” robots. In order to
determine this perception we have selected four cases in which the consumer had to evaluate
in two ways two situations involving robots or artificial intelligence. One of the mentioned
situations contained a “classic” robot, while the second situation contained a human-like or
personalized robot or device. In the first question, they had to evaluate the acceptance of the
situation or the probability to choose the robot for solving an issue, on a Likert scale
question, with answers from 1 to 7, where 7 means total agreement and 1 means total
disagreement. For the second questions, we have chosen constant sum-questions, where the
consumers had to choose from 100 points which is the probability to choose one or the other
situation. The second question has been introduced in the questionnaire in order to make the
consumers choose between one situation and the other.
In the first situation (case 1a and 1b) the respondents had to choose between two cash
machines one having a classic look, while the other was designed as a postman. This
situation has presented two machines which have the same function, but one of them has a
human like look. In the second situation (case 2a and 2b) the consumers had to solve a
contractual issue and they had to choose between Siri, a personalized call-center like system
and a classic machine driven system. With this question, we have tested if the respondents
accept better personalized intelligent system or a classic one. In the third situation (case 3a
and 3b) the consumers had to choose a system to get information from (as for instance at an
airport). For this they had to choose between two screens: one with a classic look and one
picturing a virtual person who gives them information. The purpose of this question was to
determine if the consumers prefer a human like robot to answer their questions or to give
directions. In the fourth situation (case 4a and 4b), the respondents had to choose a type of
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adviser in a store. In the first situation they had a classic robot, who gave them information
about the products in the store, while in the second situation they had robots which looked
like dolls that could assist them.
The survey has been carried out in December 2017 on the urban population of Romania and
we have obtained a sample of 140 respondents. The discriminant analysis has been applied
for the results, with the help of the SPSS program.
Results and discussions
The results of the research show that the respondents prefer the “classic” situations, in
which they have to deal with robots or forms of artificial intelligence with an
impersonalized look of a machine or device. This result has been obtained for both the
Likert scale questions (a-cases) and the constant sum-questions (b-cases). As expected, the
constant sum-questions showed more significant differences in comparison to the Likertscale questions, as the consumers had to choose between one situation and the other.
The results for the perception of consumers regarding human-like devices or forms of
artificial intelligence, measured with the help of Likert-scale questions can be observed in
table no. 1. The most significant result has been obtained for the situation in which the
consumers had to choose between a classic cash machine and postman-like one (case 1a).
For case 1a we have obtained an F1a=13.42 and p1a=0.000. The mean for the acceptance of
the non-human like situation (M1aNH=5.121) has been higher than for the human like
situation (M1aH=4.321) showing that the consumers prefer the classic cash machines. The
standard deviation for the human-like situation (SD1aH=1.986) was higher than for the
classic situation (SD1aNH=1.651) showing a higher heterogeneity of opinions. Despite of this,
the standard deviation was the lowest for both situations in comparison to the other cases
(case 2-4).
Case 4 had also an average significance for the difference of acceptance of the two
situations, having an F4a=2.93 and p4a=0.088<0.10. For this case, the consumers also prefer
a classic robot to give them pieces of advice (M4aNH=4.200) in opposition to dolls with
incorporated artificial intelligence systems (M4aH=3.764). It must be observed that for both
situations, the mean-values for case 4 are the lowest among all cases.
For the other cases, we have obtained no significant difference between the two situations.
For case 2, in which the consumers had to choose between the personalized Siri-robot and a
classic robot answering machine or call center, we have obtained an F2a=1.54 and
p2a=0.215>0.10. In this case they have preferred the classic robot (M2aNH=4.242) over the
personalized robot (M2aH=3.921). For case 3, where the consumers had to choose between a
classic information screen and one showing a hologram of a person, we have obtained an
F3a=0.73 and p3a=0.787>0.10. This result shows no significant difference between the
acceptances of the two situations. In spite of this, the mean for the non-human like situation
is higher (M3aNH=4.821 > M3aH=4.757).
Table no. 1. Discriminant analysis results for scale questions
Variable

Mean in
human-like
situation

Mean in
non-humanlike situation

Standard
deviation
human-like
situation
4.321
5.121
1.986
Case 1a
3.921
4.242
2.169
Case 2a
4.757
4.821
2.097
Case 3a
3.764
4.200
2.184
Case 4a
Significance: *** for p<0.01; ** for p<0.05; * for p<0.10
Source: Own research results

200

Standard
deviation
non-humanlike situation
1.651
2.162
1.874
2.071

F value
(df:1,278)
13.42***
1.54
0.73
2.93*
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The discriminant analysis results for the constant sum-questions have had higher
significance in comparison to the Likert-scale question, as expected. For these questions, the
respondents had to choose between the two conditions: human-like or not. Similar to the
first analysis, the highest significance has been obtained for case 1b, in which the consumers
had to choose between the classic and the postman like cash machine. For this case, the
discriminant analysis result had an F1b=39.54 and p1b=0.000 < 0.01. In the case of the
constant sum-questions, the first result is confirmed and the respondents prefer the classic
cash machine (M1bNH=0.580) in comparison to the human-like postman (M1bH=0.419). The
standard deviation for this case had the smallest value (SD1bNH=SD1bH=0.213) showing the
highest homogeneity among the cases (cases 2b-4b).
The non-human like situation is also preferred by the respondents for case 2, in which they
had to choose between an anonymous answering machine and a personalized one. For this
case, there has been a significant difference between the situations by having F2b=11.34 and
p2b=0.001 < 0.01. The mean for the anonymous answering machine (M2bNH=0.556) is higher
in comparison to the personalized one (M2bH=0.443). Similar to this, in case 4, the
respondents have had a preference for the robot-like sales assistant (M3bNH=0.512) over the
doll-robot with incorporated technology (M4bH=0.458). For this case 4, we have had an
F4b=7.70 and p4b=0.006 < 0.01.
Table no. 2. Discriminant analysis results for constant sum-questions
Variable

Mean in
human-like
situation

Mean in
non-humanlike situation

Standard
deviation
human-like
situation
0.419
0.580
0.213
Case 1b
0.443
0.556
0.279
Case 2b
0.487
0.512
0.271
Case 3b
0.458
0.541
0.250
Case 4b
Significance: *** for p<0.01; ** for p<0.05; * for p<0.10
Source: Own research results

Standard
deviation
non-humanlike situation
0.213
0.279
0.271
0.250

F value
(df:1,278)
39.54***
11.34***
0.55
7.70***

For the constant sum-questions, case 3 was the only one, which didn’t show a significant
difference. For this situation we have obtained an F3b=0.55 and p1b=0.455>0.10. In spite of
this result, the mean for the non-human condition representing a classic screen
(M3bNH=0.512) was higher than that for the screen presenting a hologram of a human being
(M3bH=0.487).
Taking these in consideration, hypothesis 1 has been rejected. Consumers prefer the classic
devices no matter of the degree of personalization or humanization. Hypothesis 2 has been
confirmed. In the case of robots or artificial intelligence forms with detailed human
characteristics, the consumers still prefer the classic devices.
Conclusions
The results of the research show the fact that consumers prefer the classic devices over
different forms of human like robots. In our research, we have tried to simulate different
situation of humanization, but none of them has shown a preference of the consumers
toward the anthropomorphized devices. We have tested two situations in which the device
took the form of a human with more (case 4) or less (case 1) human details, but contrary to
our hypothesis that few human details will not be rejected by the consumers. So Hypothesis
1 had been hereby infirmed and Hypothesis 2 has been confirmed. We have also tested the
effect of personalization (case 2), but this case has been also less preferred by the consumer.
Not even the presence of a human being in the context of a digitalization (case 3) has not
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had a better effect on the consumers. Therefore it is interesting to analyze if this perception
will change in in the future.
The limitation of our research refers to the selected situations endorsing artificial
intelligence devices. For instance in case 1 and case 3, we have selected devices which are
associated with a certain brand. Therefore the preference for one situation (human-like
condition or non-human-like condition) might be affected by the preferences of the
consumers towards a certain brand. As a result we will focus more on situations, which are
not related a brand.
In order to be able to forecast the development of anthropomorphized robots, there is a need
to understand the reasons behind the consumers’ preference toward classic devices. On one
hand consumers might associate these human-like robots with science fiction movies and
not take them seriously. On the other hand, similar to some researchers (Rinesi, 2015)
consumers might see a threat in the personification and humanization of artificial
intelligence forms. In this situation, it is interesting to analyze if they do it instinctively or
on a rational basis. However, robots and artificial devices have become part of our lives and
it is interesting to see how they will evolve for the future.
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Abstract
The dynamic development of technologies has changed, in the past decades, the way in
which people communicate and gather their information. The traditional one-way approach
of presenting news from renowned publishers and news companies has been replaced in a
big amount by interactive social media networks, where each individual is free to post the
messages and information they want. Also, the readers have changed from simple
information receivers to co-creators of news by being able to express their opinions and
comments on the posted news. In this context the phenomenon of fake news appeared, in
which some users or sites post untrue, distorted or exaggerated information with the purpose
of influencing the public opinion for economic or ideological gain. The objective of this
research is to make a comparative analysis between the reactions generated by social media
users, when they are confronted with two posts, one written in an objective manner and the
other one created around fake information, both regarding the increase of prices in the
energy field. The results of the research show that more social media users have interacted
with the fake post in comparison to the objective one. Our research also prove that male
consumers respond easier to posts related to the energy field and that elder individuals have
a higher engagement rate as a response to the posts.
Keywords
Fake news, misinformation, social media networks, consumption patterns, energy.
JEL Classification
M10, M31

Introduction
In the last couple of decades, our society has evolved in an accelerated rhythm, adapting to a
new and constantly changing environment. The technological progress, in all areas of
modern economy, is one of the main triggers of the worldwide evolution and led, together
with the informational era which facilitates the access to information, to major changes in
human interactions. Practically, in the last decade, the communication process has adapted
to new trends, whether if we are referring to interpersonal, B2C or B2B communication.
The interaction process has gradually moved to social media platforms that slowly became
true news engines and important marketing tools. Facebook is currently the most important
social media platform worldwide, having more than 9.6 million active users in Romania and
being followed by LinkedIn, Instagram and Twitter (Stelzner, 2016). This shift in
communication can be observed in all economic fields, including specialized fields such as
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the energy sector. The main companies which are active on the Romanian energy market
adapted their communication to the new trends and included their presence on social media
platforms, in client service and community management strategies.
In recent years, the attention of field specialists, alongside multinational companies and
digital agencies, has been directed on detecting untrue reviews. These are written by so
called bots and can directly influence companies’ sales, and indirectly, the customers’ trust
by affecting the pre-acquisition research process. After the 2016 US presidency election, the
main focus shifted from fake reviews towards false information spread with the help of
social platforms specific instruments, giving birth to a new concept, namely ”fake news”.
The high number of manipulative and fake news spread throughout the 2016 campaign
proved the power of social media platforms in influencing the public opinion and affecting a
democratic process (Jang et al. 2018; Figueira and Oliveira, 2017). This is the main reason
for which an international debate regarding, the instruments offered by Facebook in
spreading news and the commercial use of personal data collected by the American
company was triggered.
Unfortunately, the concept of fake news appeared recently and there is not enough scientific
research analyzing its effects and spreading triggers. In this context, our study focused on
finding out if internet users are more likely to spread fake news rather than true information,
especially when they are confronted with information regarding a complex and highly
specialized economic field such as the energy sector. Moreover, the study strives to
establish if a fake news, in comparison to a true information, is more likely to convince
users to take a given action and if age or gender influences the spreading process.
Literature review
The spreading, influence and detection of fake news is one of the most debated topics in the
nowadays information era. According to Jang et al. (2018) fake news are fabricated stories
that are promoted with the help of social media platforms and have the purpose to deceive
the public opinion for ideological and/or economic and financial gain. They usually take the
form of distorted news or alternate facts in form of jokes, sarcasm and provocations
(Figueira, and Oliveira, 2017) that have a high attraction for internet and social media users.
Another form of fake news are the ones distributed by fake websites, with similar names to
those of renowned news channels (Figueira and Oliveira, 2017).
The phenomenon of fake news has evolved because of several reasons. One main reason is
the change in the way individuals take their information. The traditional news delivery has
been on a one-way basis from the information-source or sender to the receiver. The
development of modern communication technologies such as social media networks or
mobile communication, have changed the way in which information is spread. Nowadays,
journalists or other opinion leaders have the possibility to post information on the internet,
without a previous check from the editorial office (as it was in the past) and readers have the
option to comment, to post and to spread the information in the way they wish (Lee et al.,
2017). Another important aspect for the development of fake news, is the fact that several
studies have proved that individuals are more likely to believe false or dubious affirmations
that correspond to their own beliefs or partisanships (Shin et al., 2018, Weeks, 2015). Shin
et al. (2018) also prove in their research that fake information have the tendency to be
reinforced by re-appearing much more often than real information or facts, suggesting that
there might be an interest in spreading these false information. Besides, for an individual it
is more interesting to have an information that is not publicly available and therefor there is
a certain curiosity that determines the re-appearance of the fake news (Shin et al., 2018).
The cognitive ability of the reader is another aspect that determines the spread of fake news.
Consumers and readers have the tendency to believe and memorize the first impression of
an item (De Keersmaecker and Roets, 2017; Ross et.al. 1975). If this first impression is a

205

BASIQ INTERNATIONAL CONFERENCE

fake news, it depends on the cognitive ability of the user, to change that fake idea through
his thinking and value pattern (De Keersmaecker and Roets, 2017). News and information
overload is another issue that affects the consumption patterns towards selective exposure to
media, news avoidance and also the willingness to pay for information (Lee et al., 2017).
In order to reduce the negative effect of fake news, a big debate has focused on the means
which should limit this phenomenon. Some authors suggest that finding the roots of fake
news will diminish its impact on the public opinion. The research conducted by Jang et al.
(2018) suggests that most fake news come from a small numbers of websites or simple user
accounts on social media networks. By monitoring these websites it will be easy to limit
their spreading. On the other hand, Figueira and Oliveira (2017) suggest two ways of
combating fake news: the human intervention and algorithms which should detect fake
news. Not less important is the increasing consumers’ awareness of the existence of false
information, so that they should be able to filter real from fake information.
In spite of the fact that most of the attention of fake news research was directed to politics
and some election campaigns, the phenomenon is spread in other fields as well, as for
instance economy, financial decisions and stock trading (Brigida and Pratt, 2017), the
medical field, nutrition or the energy field. Fake news can be easily used in order to
manipulate the behavior of the consumers, especially in sensitive fields which are close
related to the well-being of the consumer. The consumers’ pro-environmental behavior and
energy consumption patterns are influenced by several factors such as demographic criteria
(Raty and Carlsson-Kanyama, 2010), national culture (Pelau and Pop, 2018) and
information bases or satisfaction (Marquardt, et al., 2017; Tantau, et al. 2017). Spreading
information in favor or against the use of a certain type of energy, its scarcity or its
increasing or decreasing price can affect the behavior of the consumer to that type of energy.
In this paper we examine the reaction of social media network users to a real and fake
information regarding the increase of energy prices.
Methodology
The objective of the research presented in this paper is to establish if there is a difference in
the reaction of social media users to the same type of content posted in an objective and in a
clickbait specific/ fake manner. We have tested our hypothesis referring to the fact that the
post written in a fake news specific form will generate a higher engagement. In order to test
this hypothesis, we have selected a link to an interview with the Chairman of the Romanian
Industry and Services Committee in which he commented on the evolution of the natural gas
prices (Buican, 2018). For this article, we have developed two different Facebook posts,
which have been promoted under the same conditions.
The first copy underlined the facts presented in the interview in an objective form as
follows: ”Throughout the last year, Romania recorded a 48% increase in natural gas
prices. According to the statements of the Chairman of the Romanian Industries and
Services Committee of the Chamber of Deputies, the radical growth is due to the
liberalization process”. The second copy included fake information which did not occurred
in the mentioned interview, in the following form: ”ROMANIA on the verge of a
DISASTER! Historical growth! The price of natural gas has tripled! How will our invoices
changed in the coming years? How many Romanians will freeze in winter because of the
lack of money?! Below all you need to know”. As can be seen, the second copy included a
call to action, namely, users were suggested to access the link to the interview.
Both copies, along with the above mentioned link, have been published at the same time on
the same Facebook page. Both posts have been boosted for two days, having the same
budget and the same targeted audience. Both campaigns have spent 50 RON (about 10 euro)
and targeted men and women with the age of 35 or more, who are living in Romania.
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Moreover, both campaigns had the same objective, namely the optimization of the post
engagement.
Results and discussion
The obtained results reinforced our belief that the fake copy would generate more
interactions and a better performance. The higher performance is also supported by the
lower cost per engagement generated by the fake post. As observed in tabel no. 1, the
objective post registered a 50% higher cost and a lower relevance score, while reaching only
8.754 people in comparison with the 15.315 reached users by the fake copy. The fake copy
has generated 1.267 interactions, while the objective copy registered only 786 post
engagements. More precisely, the fake copy generate 61.1% more interactions than the
objective post, for the same amount of money.
Table no. 1. Fake vs objective reach and post engagement on social media networks
Ad Name

Relevance

Objective
9
Fake
10
+11.1%
Difference: fake/ objective
Source: Authors own research results

Cost per
Engagement
0,06 RON
0,04 RON
-33.3%

Reach
8.754
15.315
+74.9%

Post
Engagement
786
1.267
+61.1%

Figure 1 shows the different the number of users by gender reached by the objective and
fake post. During the campaign, the objective copy reached 2.120 females and 6.626 males,
while the fake copy reached 4.040 females and 11.264 males throughout the two days in
which the campaigns has run. There can be observed that the reaction of men to energy
related posts is higher than those of women.

Fig. no. 1. Reach of objective vs fake post
Source: Authors own research results

The results of our research have proven that, under the same conditions, the fake copy has
generated a greater impact in comparison to the objective one. Table no. 2 shows a
comparison between the reactions of the users to objective and fake news depending on
gender and age category. The results show that there is a big difference between the
acceptance of fake news depending on gender and age.
The highest difference between the impressions and the post engagements for the objective
and the fake news are for men, with ages between 35-44 and 45-54. For these consumers’
categories, the users are more likely to have an impression to the fake news (with +198% for
the men with ages between 35-44 years and +125% for men with ages between 45-54 years)
and post engagement (+140% for men with ages between 35-44 years and +130% for men
with ages between 45-54 years) to the fake news. Despite this, the engagement rate for both
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age categories is lower in comparison to the older men. For the men older than 55 years, the
absolute values for the impressions and post engagement are higher, but the difference
between the impact of the impressions and post engagements between the objective and the
fake news is lower (+49% for the men with ages between 35-44 years and +23% for men
with ages between 45-54 years for the impressions and +24% for the men with ages between
35-44 years and +23% for men with ages between 45-54 years for the post engagement).
The engagement rate for both age categories of men is higher in comparison to the younger
ones.
The reaction of women to posts related to the energy field is definitely lower in opposition
to men. There can be observed that young women with ages between 35-44 years old, have
a very low engagement rate, resulting in a low probability of spreading fake news. Actually
it is the only consumers category, where the post engagement for the fake news is lower (1
user) in comparison to the objective post (7 users), having a negative difference of -86% and
the smallest engagement rate of 1.09. At the opposite end, there are the women with ages
between 55-64 years, for which the number of users reacting to the post is the highest in
absolute value and the reaction to the objective and fake post has the highest differences.
For this demographic category more women have generated more impression (+94%) and a
higher engagement (+158%) on the fake post. Similar to the male users, the women older
than 65 years have the highest engagement rate (11.08%) in comparison to younger women.
Table no. 2. Fake vs objective impressions and post engagement on social media
networks depending on demographic category
User category

Male, age 35-44
Male, age 45-54
Male, age 55-64
Male, age 65+
Female, age 3544
Female, age 4554
Female, age 5564
Female, age 65+

Impressions
Objective
618
1555
2684
2076
60

Fake

Post engagement

Engagement
rate (%)
Objec- Fake
tive
6.96
5.62
7.74
8.15
9.88
8.42
9.05
8.80
12.07
1.09

Objective
43
113
254
179
7

Fake

1839
3496
3988
2544
111

Diff
(%)
+198%
+125%
+49%
+23%
+85%

103
260
315
220
1

Diff
(%)
+140%
+130%
+24%
+23%
-86%

276

515

+87%

17

25

+47%

6.49

5.04

1159

2249

+94%

80

206

+158%

7.37

9.30

839

1373
+64%
91
137
+51%
Source: Authors own research results

12.75

11.08

The results show that men are more likely to spread fake news in comparison to women and
age plays a smaller role in accepting fake information, although, both genders are more
likely to easier accept fake news as they age. In both cases, male and women over 65 years
old, registered the highest engagement rate in relation to the other three age intervals.
Table no. 3 emphasizes the higher effect of fake news in manipulating internet users in
taking a specific action. As mentioned earlier in our work, the fake post included a call to
action which had the role of influencing users in clicking on the published link.
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Table no. 3. Fake vs objective reach and link clicks on social media networks
Ad type
Objective
Fake
Difference fake/objective

Post
Unique Link
Link clicks
Clicks
Engagement
786
151
157
1.267
780
786
61.1%
400.6%
416.5%
Source: Authors own research results

CPC (RON)
0,32
0,06
-81.2%

The fake copy generated 629 more link clicks (786 link clicks for fake post in comparison to
157 link clicks for objective post) and registered a -81.2% lower cost than the objective one.
This proves that fake news have an extremely high impact on internet users and can easily
determine them to take a suggested action, thus increasing the chances of the fake news to
spread.
Conclusions
The results of our research confirm the fact that fake news have a higher impact on the
social media network users than objective ones. Fake news have the characteristic of
sending shock messages, fact that catches the attention of the consumers by being in higher
activation level. According to psychologists, it is a natural reaction, based on survival
instincts, for humans to spread negative news in order to warn others that something bad
might happen and, in this way, achieve collective protection. The reaction to the fake post
on the internet has had a higher impact for all indicators, such as reach, impression, post
engagement and link clicks. Moreover, the relevance of the fake post was higher than the
objective ones, according to the reaction of the Facebook users. This relevance has led to
lower costs for promoting the fake news in comparison to the objective one. Further on, we
have observed that male users have a higher reaction both to the objective and the fake post
related to the energy field. Younger male users (with ages between 35-54 years) have a
higher reaction to the fake post in comparison to the objective one, while older people have
a higher engagement rate. The younger women (with ages between 35-54 years) have the
smallest reaction to both posts. Therefore we can conclude that the hypothesis of our
research is confirmed.
Although our research was done only for one single post, that was boosted on the internet
for two days, it has shown that fake news are a phenomenon and that consumer have a
tendency to rather react to them. For the future we aim to re-test the reaction of consumers
to different forms of fake news in order to better describe the patterns of behavior related to
this type of content. Besides we will try to give an explanation to its spreading. Some
authors believe that the spreading of fake news is done on an intentional basis and for this
reason they re-appear in the public attention (Shin et al. 2018). On the other hand other
authors believe that there is the individual’s predisposition to react to rumors and only a
cognitive ability of individuals will help reduce this phenomenon (De Keersmaecker and
Roets, 2017).
Knowing the factors that determine the appearance and spreading of fake news will help
suggesting methods and instruments for reducing this phenomenon. On one hand a better
proof of the information posted on the social media networks, on the other hand algorithms
that will have the ability to detect fake news in timely manner (Figueira and Oliveira, 2017),
are just some examples of solutions. Unfortunately, the implementation of algorithms has
shown its limits. Until now, algorithms, set to detect fake news, have interfered with the
users’ experience, denying them the publishing or visualization of content, which
mistakenly has been labeled as fake or misleading. For this reason, it is important to
increase the awareness of consumers regarding this phenomenon. Companies, from all
economic fields, should realize that their brand and public perception can easily be affected
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if they become the victims of fake news attacks. By financing programs dedicated to
educating consumers, companies would take direct action in fighting against this complex
phenomenon, decreasing the risks associated with the spreading of fake news. In conclusion,
we agree on the fact that fake news is an actual challenge of our nowadays society, that has
appeared with the changes in the means of communication, that need to be further
researched.
References/Bibliography
Brigida, M. and Pratt, W.R., 2017. Fake News. North American Journal of Economics and
Finance, 42, pp. 564-573.
De Keersmaecker and J, Roets, A., 2017. ‘Fake news’: Incorrect, but hard to correct. The
role of cognitive ability on the impact of false information on social impressions.
Intelligence, 65, pp.107-110.
Figueira, A. and Oliveira, L., 2017. The current state of Fake News: Challenges and
Opportuniteis. Procedia Computer Science, 121, pp. 817-825.
Jang, M., Geng T., Queenie Li J.Y., Xia, R., Huang, C.T., Kim, H. and Tang, J., 2018. A
computational approach for examining the roots and spreading patterns of fake news:
Evolution tree analysis. Computers in Human Behavior, 84, pp. 103-113.
Lee, S.K., Lindsey, N. and Kim, K.S., 2017. The effects of news consumption via social
media and news information overload on perceptions of journalistic norms and practices.
Computers in Human Behavior, 75, 254-263.
Marquardt, K., Olaru, M. and Ceausu, I., 2017. Study on the Development of Quality
Measurements Models for Steering Business Services in Relation to Customer
Satisfaction. Amfiteatru Economic, 19(44), pp. 95-109.
Pelau, C., Pop and N.Al., 2018, Implications for the energy policy derived from the relation
between the cultural dimensions of Hofstede's model and the consumption of renewable
energies. Energy Policy, 118, pp. 160-168.
Raty, R and Carlsson-Kanyama, A., 2010. Energy consumption by gender in some
European countries. Energy Policy, 38, pp. 646-649.
Ross, L., Lepper, M. R. and Hubbard, M., 1975. Perseverance in self-perception and social
perception: Biased attributional processes in the debriefing paradigm. Journal of
Personality and Social Psychology, 32, 880-892.
Shin, J., Jian, L., Driscoll, K. and Bar, F., 2018. The diffusion of misinformation on social
media: Temporal pattern, message, and source. Computers in Human Behavior, 83, pp.
278-287.
Soon, J.J. and Ahmad, S.A., 2015. Willingly or grudgingly? A meta-analysis on the
willingness-to-pay for renewable energy use. Renewable and Sustainable Energy
Reviews, 44, pp. 877-887.
Stelzner, M.A., 2016, Social Media Marketing Industry: How Marketers Are Using Social
Media to Grow Their Businesses, pp. 23-30.
Tanţau, A.D., Chinie, A.C. and Borisov, D., 2017. Triggering events for corporate
entrepreneurship leading to investments in renewable energy. Environmental
Engineering & Management Journal, 16(12), pp. 2857-2868.
Weeks, B.E., 2015. Emotions, partisanship, and misperceptions: How anger and anxiety
moderate the effect of partisan bias on susceptibility to political misinformation. Journal
of Communication, 65(4), 669-719.

210

New Trends in Sustainable Business and Consumption

PROFESSIONALS FOR SUSTAINABLE BUSINESS IMPLEMENTATION
Zenon Foltynowicz
Poznan University of Economics and Business
E-mail: zenon.foltynowicz@ue.poznan.pl

Abstract
Sustainable business models (SBMs) are designed to create business value and benefit both
the natural environment and society. Sustainable business models cannot be implemented
without competent experts. A sustainability professional is expected to have a certain skill
set and knowledge in the sustainability field as well as need to acquire a wide range of
adequate competencies. In the paper the perspectives for creation of sustainable business
models for sustainability by different sustainability professional are presented. Special
attention was paid to T-type specialists, their skills and education for the needs of modern
sustainable business.
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Introduction
A new term, sustainable business model, has emerged in recent years. Heretofore, the notion
was used to signal the need to move beyond innovative products and services and alter the
way a company generates its revenues. Sustainable business models are designed to create
business value and benefit both the natural environment and society. Sustainable business
models have been featured in a host of publications [Piscicelli, Ludden, and Coper, 2018;
Evans et al., 2017; Schaltegger, Hansen, and Lüdeke-Freund, 2016; Boons and LüdekeFreund, 2013; Bent, 2011].
What is the sustainable business model? According to Bent [Bent, 2011], such a model must
be:
 Commercially successful – i.e. generate value for customers and profits for
product and service providers; environmentally-minded entrepreneurs strive to meet
environmental challenges while creating economic value [Schaltegger and
Wagner, 2011];
 Future-ready – designed for success in a world of rising and volatile prices of
energy and raw materials;
 Be a part of a sustainable society – no business can achieve sustainability in a
non-sustainable economy. Every business model relies on specific external
conditions; to be called sustainable, undertakings need a thriving economy, which

211

BASIQ INTERNATIONAL CONFERENCE

ensures social progress within environmental limits. A sustainable business model
should ensure that no environmental damage results from economic growth.
Perspectives for creation of sustainable business models for sustainability were recently
presented by Evans [Evans et al., 2017]. Researchers from a range of disciplines (economic
sociology, innovation, history, engineering) have attempted to explain innovation for
sustainable business models from various perspectives. Existing studies can be stratified into
organizational, inter‐organizational and societal [Boons and Lüdeke-Freund, 2013].
Economics is not the only possible approach to Sustainable Business Models for
Sustainability. Promising prospects are additionally offered by psychology, sociology and
environmental science [Den Ouden, 2012].
Sustainable business models cannot be implemented without competent experts. Weinreb
[Weinreb, 2016] argues that “We’ll need facilitators, researchers, writers, academia,
communicators, project managers, program managers, fundraising experts, campaigners,
policymakers, lobbyists, scientists, social media experts and a whole host of other skills to
implement sustainable business model.”
1. Sustainability Professionals
A new term of “sustainability professionals” has been coined. This profession is still to be
clearly defined. The role is frequently performed by CSR and other experts.
The International Society of Sustainability Professionals [ISSP, 2012] has defined the scope
of knowledge expected of sustainability professionals. Sustainability practitioners are
defined as professionals acting for sustainable development in organizations and
communities. Some of their most common job titles are Sustainability Director,
Sustainability Manager, Sustainability Coordinator, External Sustainability Consultant. Also
defined are the key expectations put to the holders of such positions, their core job
descriptions as well as the requirements applicable to such experts, including the
knowledge, skills and attributes they need to possess to ensure that a sustainable business
model is successfully implemented.
A sustainability professional is expected to have a certain skill set and knowledge in the
sustainability field. Such competencies can be acquired by completing a variety of courses
offered by universities and other institutions.
One of the many challenges faced by sustainability experts is how to enable businesses to
justify sustainability programs and learn to implement Sustainable Business Models
(SBMs). The difficulty lies in the fact that sustainability professionals use specific language
to present sustainability goals. They refer to the bigger picture of sustainability that includes
climate change and the loss of biodiversity to convince people to reduce carbon emissions or
espouse the virtues of achieving the United Nations Sustainable Development Goals
[UNITED NATIONS, 2015]. However, sustainable business professionals around the world
must basically act as interpreters that translate the difficult sustainability jargon into a
language that anyone within the business world will readily comprehend.
To that end, sustainability professionals need to acquire a wide range of adequate
competencies. Such competencies are rare as today’s labor markets are awash with I-shaped
experts with very narrow skills designed for work in specific fields.
2. T-shaped Professionals
A study by Econsultancy [Perkin, 2011] has found that organizations indicate a greater
demand for T-shaped employees and experts. The key to resolving the problem lies in
higher education. Many university students graduate without fundamental knowledge of
how economies and business ventures operate. The majority of universities focus on
providing a narrow education in a single field. This makes it difficult to find the right
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experts (talent) who will satisfy today’s customers. The demand for marketing experts with
a solid background in technology is ever higher. In the recruiting community, such people
are referred to as T-shaped experts.
According to Wikipedia [Wikipedia, (2017).], the concept of T-shaped skills, or T-shaped
persons is a metaphor used in job recruitment to describe the abilities of persons in the
workforce. The vertical bar on the T represents the depth of related skills and expertise in a
single field, whereas the horizontal bar is the ability to collaborate across disciplines with
experts in other areas and to apply knowledge in areas of expertise other than one’s own.
T-shaped professionals have two kinds of skills, hence the use of the letter T to describe
them. The vertical bar on the T represents the scope of abilities that allow them to engage in
creative processes. These can be skills from various fields such as architecture, design,
business, social sciences and or mechanical engineering.
The horizontal bar on the letter T stands for predispositions to collaborate across disciplines.
These encompass two areas, one of which is empathy. Empathy is essential as it allows
people to present a problem from a fresh perspective and view an issue through another
person’s eyes. The other predisposition is for enthusiasm about other people’s approach to
specific fields of science taken to the point where the concerned professionals can pursue
such fields themselves. The knowledge of T-shaped experts needs to be both broad and
profound.
The same kind of approach applies to life science experts and even medical doctors. A
narrow specialization in biomedical sciences (life sciences) is a problem as bioengineers and
molecular biologists with expert knowledge on gene expression manipulation and DNA
transcription have a very poor understanding of how cells and entire bodies work. On the
other hand, medical students during their studies rarely deal with science, which is not part
of their curriculum. Specialist doctors hardly look beyond selected patient issues. For
instance, cardiologists focus on the heart and the circulatory system while surgeons perform
surgeries. These high-class specialists frequently lack a broader view of the patient and
more general life-science knowledge. There is a need to better understand how humans
function in physiological and pathological terms and to provide medical students with a
knowledge that spans multiple fields. The bioengineers who study interdisciplinary subjects,
also in medical schools, need to learn about the functioning of humans in normal
physiological and in pathological conditions to better grasp the broader context and
implications of their work.
3. T-shaped skills
The notion of T-shaped experts was first used by McKinsey & Company to describe their
desired recruits. It was then popularized by Tim Brown, the CEO of the innovative design
company IDEO [Brown, 2009].
To offer education in specified fields is primarily the role of today’s universities. However,
to broaden the range of skills of their graduates, universities should provide them with
opportunities to obtain interdisciplinary competencies that reflect the demand of present-day
labor markets. Such qualifications would equip graduates with the knowledge of the
concepts and vocabulary that would enable them to discuss the design and improvement of
service quality with members of other disciplines. Industry calls such people T-shaped
experts, referring to their ability not only to develop profound solutions to problems within
their basic disciplines but also to cooperate with experts from a wide range of other
disciplines and functional areas.
The resources used to develop a knowledge-based economy provide a good starting point
for educating T-shaped experts. Such resources fall into the four areas of:
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1. The fundamentals of organization and management; taught mainly at management
schools (marketing, operations management, operational research, management
science, supply chain management, innovation management);
2. Technology: taught mainly at technical universities (industrial engineering, IT,
statistical process control);
3. Human resources: taught mainly at universities of economics and humanities
(economics, cognitive science, political sciences, design, art);
4. Information flow / IT: taught mainly at IT universities (communications, IT systems
management, process modeling, simulations).
T-shaped experts derive their knowledge from programs of studies covering either all or
some of the four areas referred to above. The relevant list is made up of 35 majors [Ing,
2008].
In recent years, the idea of educating T-shaped experts has been growing world-wide due to
changes in business culture and the adaptation of businesses to change. In China, a mini
labor market revolution is expected soon as more T-shaped experts are sought. Despite 25%
unemployment in Spain, the country’s advertising industry is currently struck by a shortage
of adequately qualified (T-shaped) people to fill its vacancies [Garcia-Hierro, 2012].
Widely recognized academic programs of studies have been established to help supply a
large number of T-shaped collaboration-skilled experts with a view to furthering innovation.
T-shaped competencies mean that the graduates of such programs are skilled in
communicating with scientists, engineers, managers, designers and many other
specializations in the corporate environment. Graduates with T-shaped competencies will be
well prepared to “land softly”, achieve a high level of efficiency as soon as they are
employed and contribute significantly to innovative projects following their assignment.
One of the reasons why so many graduates of the Stanford d.school (the Hasso Plattner
Institute of Design) find lucrative positions is that they are educated to become T-shaped
experts [Korn and Silverman, 2012; Tischler, 2010]. The Stanford d.school currently
recruits 700 students a year.
The Stanford d.school has recently made its name by educating its students in the trendy
approach to problem-solving known as “design thinking”. Courses in design thinking are
additionally offered to corporate managers, educators, scientists, doctors and lawyers. China
has become a leader in terms of the number of students enrolled in such courses. Other
universities, also European, are now offer similar programs as well [University of
Cambrigde, 2010; Universitat Potsdam, 2018].
In the latest OECD study [OECD, 2018] on the topic of meeting policy challenges for a
sustainable bioeconomy, attention has been paid to the need for multi-disciplinary
education. A central theme of bioeconomy strategies is sustainability. The educational
condurum for sustainability has been described by Mascarelli [Mascarelli, 2013]. The longstanding condurum of multidisciplinary education is the need for both breadth and depth.
Biomanufacturing needs employees well versed not only in experimental design but also in
statistics, especially that large data sets (Big data) are becoming more common. In this area,
T-shaped professionals area lso necessary.
Conclusions
In order to create business value and benefit both the natural environment and society the
Sustainable business models (SBMs) were designed and described. Implementation of
SBMs requires a competent experts. A new term of “sustainability professionals” has been
coined. Training in sustainability itself begs multidisciplinarity as both breadth and depth
skills needed are design as well as systems thinking, strategic planning, and evaluating
environmental, social and economic performance. Such a broad and profound knowledge is
characterize of T-shaped professionals. The organizations indicate a greater demand for T-
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shaped employees and experts. To offer education in fields of T-shaped professionals is
primarily the role of today’s universities.
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Abstract
The objective of this research is to determine to what extent the sustainability reporting is in
line with Clarity principle included in the GRI guidelines. In order to achieve this goal we
analysed the quantitative indicators proposed by Global Reporting Initiative guidelines (as a
tool of non-financial performance) published by a number of 14 environmentally-sensitive
organisations included in the Pilot Programme of the International Integrated Reporting
Council in three moments of time (2010, 2013 and 2016). We have determined an annual
score of information clarity for each organization. The results of the research show that after
switching to integrated reporting in 2013 the score of information clarity was improved for
64% of the companies. Nine of the organizations have a degree of information clarity for the
reports published in 2013 and 2016 higher than for those published in 2010. For four
organizations (29%) the score of information clarity remained the same for all the three
periods under investigation. The impact of our research is that we show how companies can
improve their sustainability reporting.
Keywords
Environment; indicators; GRI; performance; clarity.
JEL Classification
Q56

Introduction
At present the sustainability reporting is goal for most of the companies, given that there are
a lot of benefits: competitive advantages (Lozano & Huisingh, 2011), better reputation
(Michelon, 2011; Ernst & Young, 2017), meeting the expectations of employees (Ernst &
Young, 2013) or waste reduction (Michelon, 2011). Even if the sustainability reporting is
optional in most of the world’s countries, the number of companies reporting non-financial
information related to the environment has significantly increased in the last years. While
25% of the companies disclosed information on social, environmental and economic issues
in 2007 (Fortanier & Kolk, 2007), the percentage of companies disclosing information on
social responsibility was closed to 75% in 2015 (KPMG, 2015). Other studies (Verschoor,
2011; Ernst & Young, 2017) stress that the volume of non-financial information published
by organizations has increased much in recent years, but mainly as voluntary disclosures
The continuous changes and the lack of mandatory requirements can hamper the clarity. As
the most used guidelines in the area are the ones issued by GRI, the objective of our
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research is to analyse the Clarity of quantitative GRI indicators published by a number of 14
organizations in environmentally-sensitive industries, which were included in the Pilot
Program of IIRC (2010) in the context of the changes in the sustainability reporting. We
chose this category of firms because, according to (Barbu et. al., 2014) ‘environmentally
sensitive firms are likely to report more environmental information than those firms that are
less environmentally sensitive’. In order to achieve this goal we have determined an annual
score of information clarity for each organization.
1. Literature review
Establishing the Global Reporting Initiative (GRI) in 1997 was a first important step in
setting up a framework of voluntary reporting appropriate for all types of companies with
focus on the economic, social and environmental dimensions related to their specific
activities. This body developed in 2000 the first global framework for comprehensive
sustainability reporting (GRI, 2017). Further, GRI published several versions of specific
Guidelines. The existing versions have been the following in time: G1 (2000), G2 (2002),
G3 (2006), G3.1 (2011), G4 (2013), Sustainability Reporting Standards (SRS) (2016).
GRI defines the following principles for defining report quality: accuracy, balance, clarity,
comparability, reliability and timeliness. Given that in this research we are only analysing
the GRI indicators presented by the organizations that have joined the pilot program of the
IIRC (IIRC, 2011), of the six principles we will only consider Clarity. According to GRI
Sustainability Reporting Standards 2016 (GRI, 2016, p. 13-16) this principle is thus defined:
‘The reporting organization shall make information available in a manner that is
understandable and accessible to stakeholders using that information’.
Regarding the clarity of information there is a gap in specific literature. There are studies
that deal with the transparency of information (Ștefănescu & Tănase, 2016) or readability
(Du Toit, 2017). However, clarity means more than transparency and readability. One way
of achieving the clarity nowadays is through the use of the information technologies, for
instance for preparing online reports.
2. Research Method
The collection of information took place during the period of time 1 January 2017- 30 July
2017. We started with 99 international organizations that were included in the IIRC Pilot
Programme. The organizations were classified in respect of industries (IIRC, 2011; 2013).
For the selection of the environmentally-sensitive industries, we used the classification
established by Barbu et. al. (2014). As the environmental disclosures are industry-specific
(Freedman & Jaggi, 2005; Eccles, 2012) the results of the research shall be presented taking
into consideration the features displayed by the analysed firms, considering the industry
they belong to. As a consequence of applying the selection criteria, 17 companies remained
in the following industries: Basic Materials (Chemicals-3, Industrial mining & metals-2),
Industries (Steel producers -1, Transportation services- 4), Oil & Gas (Oil- 5). Tata Steel
and Gold Fields were removed from the sample because on the date of the data collecting
they did not have the annual reports for the year 2016 published. Also, for Cliffs Natural
Resources, the non-financial information of the year 2016 was not available at the date of
finishing the data collection process. This led to its elimination from the research sample.
Thus, we analysed the information disclosed by 14 organizations.
For the chosen organizations the reports published for three years (2010, 2013, 2016) were
examined. 66 reports published in the three investigated years were analysed in total for 14
organizations in nine countries. The distribution on industries was the following: 22 reports
were published by the five organizations included in BM, 18 reports were published by the
four organizations include in I, while 26 reports were published by the five organizations in
O&G.
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Considering the fact that an investor analyses the non-financial information in correlation
with the financial ones, to determine the clarity score, we searched for financial as well as
non-financial information (Ernst & Young, 2014; 2017). Due to the fact that the nonfinancial information is very heterogeneous (Fortanier and Kolk, 2007; Albu et. al., 2013;
Dumitru et. al., 2015; Calu et. al., 2016), to select the indicators whose evolution we
examine (table no. 1) we started with the GRI references (versions G3.0, G3.1, G4 and SRS)
applied by the organizations during the three years of the reporting.
The objective of this research is to determine an annual score of information clarity for the
reviewed organizations in each of the three periods under examination. To achieve this
clarity score we took into account the following five aspects (A):

A1: Number of reports where to look for the financial and non-financial
information: 1 point if all information is within one report, 2 points for collecting
information from two reports, a.s.o.;

A2: On-line availability of the integrated report, in a form where there is a high
connection of information (there are links for details through which there is made the
information direct correlation): 1 point for the on-line form, 2 points for lack of on-line
presentation;

A3: Pointing out the version of the GRI references according to which the reporting
is made: 1 point if the version is mentioned, 2 points if it is not mentioned;

A4: Existence of a GRI grid to present the indicators: 1 point if the GRI grid is
published, 2 points if it is not published;

A5: Use of symbols and names for the reported indicators: 1 point for the use of
symbols in correlation with the names of the indicators, 2 points if symbols are not used.
The best annual information clarity score that could be obtained by an organization is 5. The
worst clarity score is 10. Based on the score obtained we established a ranking regarding the
clarity of the information at the organization’s level. The first place was granted to the year
in which the lowest score was registered.
3. Results
We noticed the fact that the published non-financial information was different both in terms
of disclosure and manner of determining the values of the investigated indicators. This
aspect is in line with previous researches (Fortanier and Kolk, 2007; Albu et al., 2013;
Dumitru et al., 2015; Calu et al., 2015).The heterogeneousness of the collected information
in respect of the environment performance did not allow comparisons between the
organizations for the information expressed in values or percentages mainly for the
following reasons:
 The same indicator can be determined and presented differently according to the
organization type;
 For the same reporting year the organizations could use different guidelines.
For the Basic Materials industry, in respect of the reference used for the financial reporting,
we notice that there is uniformity: all organizations apply IFRS. In terms of non-financial
reporting, for the analysed organizations we observe that there is a high uniformity in
respect of the used guidelines. For the year 2010, we find that two of the organizations
(ANNV and SLV), though they refer to GRI and report information for the GRI databasis
(GRI, 2016), there is not mentioned the use of any GRI version, only citing GRI. This led to
a lower degree of clarity of information (table no. 1). The other three organizations (AGAL,
BASF and TKR) used the G3 version. In 2013 there were also used different versions of the
GRI references, such as: G3 and G3.1 versions by TKR, respectively ANNV, and the G4
version by the rest of the organizations. In the last reviewed year, three of the organizations
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used the G4 version (ANNV, BASF and AGA), and two used the new SRS (SLV and TKR)
for reporting.
The following four organizations belong to the Industrials (Transport): ATL, CCR, FMG
and NVLS. All the analysed organizations applied IFRS for the financial reporting. In terms
of the non-financial reporting guidelines, the following versions were used: G3, G3.1, G4
and SRS. A specific aspect of the investigated organizations within this industry is given by
the fact that for each examined year all the four organizations used different versions of GRI
reporting, such as: in 2010 ATL did not use the GRI reference, and the other three
organizations used the G3 version, in 2013 all four organizations used the G3.1 version, and
in 2016 FMG used SRS, the other three organizations using the G4 version. There can be
noticed the fact that at the level of this industry all four organizations report every year in
accordance with another version.
Within Oil & Gas there were examined the following five organizations: ENI, PBS, RPS,
RST, and SNAM. All the analysed organizations applied IFRS for the financial reporting. In
respect of the non-financial reporting guidelines, within this industry there were used the
fewest versions: G3, G3.1 and G4. Three (PBS, RST and SNAM) out of the five
organizations used the same version (G4) for two of the three reporting periods under
investigation. At year level the situation is the following: in 2010 all organizations used the
G3 version, in 2013 two organizations (ENI and RPS) used the G3.1 version, the other
organizations using the G4 version, and in 2016 all of them used the G4 version. There can
be noticed the fact that at the level of this industry there is the highest uniformity in terms of
using the same version of guideline in the same year.
The review of the results is performed in accordance with the research scope: to determine
an annual score of information clarity for each organization.
At the level of the 14 investigated organizations, the values obtained regarding the score of
clarity are between 6 and 9, with a mean of the clarity score of 7.17. None of the
organizations registered an extreme score (of 5 or 10). In respect of the scores obtained per
each year, the range was the following: the highest clarity of information was registered in
2016 (with a mean of 6.79), at close distance from the year 2013 (with a mean of 6.93). On
the last place in terms of clarity there was the year 2010 at a distance of one point away
from the year 2016, with a mean of information clarity of 7.79. This aspect indicates the fact
that bringing forward the integrated reporting, the clarity of information rose. The
classification per years, according to the rank taken by the organizations in the view of the
information clarity is displayed in fig. no.1.

Fig. no. 1 Clarity ranks
Source: compilation of the authors
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For a number of five organizations, the information clarity was not modified during the
three years under investigation, which is why each of the three years was granted the first
place. Although, the scores obtained by these organizations were high: in the case of three
organizations (CCR, ENI and PBS) the score of clarity was 7, and in the case of two
organizations (TKR and RST) the score of clarity was 8. We observe that for nine
organizations (64%) out of the 14 investigated organizations there was obtained an increase
of the information clarity index in comparison with the year 2010. In respect of the industry
they belong to, the distribution is the following: four organizations are within the Basics
Materials industry, two belong to Industrials and two to Oil & Gas. In addition, for a
number of four organizations out of the nine (ANNV, SNAM, ATL and NVLS) the score of
clarity remained constant in 2013, respectively 2016. It is interesting the fact that out of the
nine organizations, four organizations (ANNV, BASF, NVLS and RPS) turned to the online
integrated reporting beginning with 2013, other two organizations displaying online
integrated reports starting with 2016 (SLV and AGA).
For four organizations (29%) the inclusion in the IIRC programme in 2013 did not influence
in any way the information clarity, the score of clarity being equal during the three years. It
is interesting the fact that only one of these five organizations (ENI from Italy) started in
2013 the online integrated reporting of information, but once the online integrated reporting
was adopted (method facilitating the more rapid finding of information), that organization
gave up on using symbols for presenting the indicators into the report. This aspect led to
maintaining a constant clarity score. A specific feature is that the organizations CCR and
PBS from Brasil disclose an identical clarity score for both organizations during the three
years, for each of the five criteria taken into account. Although they belong to different
industries, we notice the preference for the standardized and clear disclosure of information
in the case of both organizations, in each of the three years. They use signs for the indicators
described in the text, mentioning the version of the used GRI guidelines, as well as the use
of the GRI indicator. The preference for the standardized presentation during the three years
could be considered a cultural influence. According to Rosneft (2010) there are six cultural
dimensions, one of them being Uncertainty Avoidance which ‘expresses the degree to which
the members of a society feel uncomfortable with uncertainty and ambiguity.’ For this
cultural dimension Brasil has a very high score (76), score considered characteristic to the
societies that ‘show a strong need for rules and elaborate legal systems in order to structure
life [...] bureaucracy, laws and rules are very important to make the world a safer place to
live in’. RST from the Russian Federation shows a constant clarity score in time. In this case
the GRI version is mentioned and the GRI indicators are presented. Similarly to the case of
Brasil, Rusia has a very high score (91) of Uncertainty Avoidance (Hofstede, 2004). The
organization does not disclose online integrated reports in any of the three years and it does
not use a standardized indicator presentation, correlated to the symbols of the GRI
reference, though it displays information on them. It is remarkable that within the reports of
RST there is mentioned the fact that certain data are secret. For example, in the annual
report of the year 2010 (Rosneft, 2010, p. 156) there is pointed out the fact that ‘the
Company provides timely and full disclosure of information on all aspects of its business
(except for instances where the information represents a commercial secret or other legally
protected information)’, and in the one from 2016 there is emphasized the fact that the
disclosure of some information is in ‘compliance with state secret’ (Rosneft, 2016, p. 31).
The findings are convergent with those presented by Calu (2015). TKR from Canada has
remained constant in respect of the degree of information clarity, regardless of the changes
within the manner of reporting. Although it has a high score of clarity (8), on a scale from 5
to 10, this value does not indicate a lack of transparency of information, quite the contrary.
In terms of cultural influences, according to Hofstede (2004) Canada has a score of 39 in
respect of the cultural dimension called the Power Distance, which indicates an accentuated
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trend of information disclosure: ‘with respect to communication, Canadians value a
straightforward exchange of information.’ This aspect led to a separate disclosure of
information every year within two reports and, therefore, to the increase of information
clarity score. Another fact leading to the increase of information clarity score was the
absence of a standard disclosure of information on indicators during the three years, guided
by signs and names of indicators, aspect which could be explained by the score of 48
regarding the Uncertainty Avoidance indicating the existence of the ‘freedom of
expression’, as well as the fact that the ‘Canadian culture is not rules-oriented’ (Hofstede,
2004). Moreover, in terms of another cultural dimension, Long Term Orientation, Canada
has the score of 36, indicating that it is a norm society which ‘prefers to maintain timehonoured traditions and norms while viewing societal change with suspicion’ (Hofstede,
2004). These aspects explain the existence of a homogeneous information clarity for TKR,
even if the professional references and type of reporting have changed through time.
A particular case is FMG from Germany for which the lowest score of clarity during the
three investigated years was in 2016. This is generated by the fact that, unlike the previous
year when the information was displayed into a single report, in 2016 the organization
divided the disclosure of the financial and non-financial information in two reports:
Financial Report and Sustainable Development.
Conclusions
The objective of our research was to analyse the Clarity in the context of the changes in the
sustainability reporting. We selected the integrated reports published by a number of 14
organizations in environmentally-sensitive industries, which were included in the Pilot
Program of IIRC (2010). In order to achieve this goal we determined an annual score of
information clarity for each organization. In line with previous research (Freedman & Jaggi,
2005; Eccles et al., 2012), we analysed the data on industries.
In terms of analysing the score of information clarity, there was observed that for most of
the organizations (64%), the degree of information clarity increased after the inclusion in
2013 in the IIRC pilot. Nine of the organizations have a degree of information clarity for the
reports published in 2013 and 2016 higher than for those published in 2010. For four
organizations (29%) the score of information clarity remained the same for all the three
periods under investigation. In respect of the online integrated reporting, three organizations
(ANNV, BASF and NVLS) presented online integrated reports both for 2013 and 2016, and
two organizations (SLV and AGA) presented online integrated reports for 2016. Moreover,
all three organizations belonging to the BM/Chemistry industry had online integrated
reporting in 2016. On the other hand, none of the organizations within the O&G industry
disclose online integrated reports. The results of this research are complementary with those
achieved by Calu (2015) which, after analysing the reports published in 2013 by 16
organizations belonging to the industries Oil & Gas, Utilities, and Technology that adopted
the IIRC programme, observed that only SAP (from the industry Technology) disclosed
information within an online integrated report for the reporting related to the year 2013.
Also, there were observed the following aspects that made the information clarity worse.
The signs used for indicators have changed in time. There are situations when the same
symbol is used to disclose totally different information in case of using different versions of
the reporting guidelines. For example, for the sign EN5 the following names have been
associated: Total water use (G2), Energy saved due to conservation and efficiency
improvements (G3.0/3.1), respectively Reduction of energy consumption (G4). Also, there
are situations when, for a similar name and content of an indicator, the signs are different,
according to the version of the references under investigation. An example in this respect is
the indicator Direct greenhouse gas (GHG) emissions (Scope 1), represented within
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references under the following symbols: EN16 (G3.0/3.1), EN15 (G4), respectively 305-1
(SRS).
The symbol of the indicator has remained the same within various versions of the
guidelines, and the content of the disclosed information through the agency of the indicator
is completely different. Such an example is the indicator EN2, whose name has been
changed as: Percentage of materials used that are wastes (processed or unprocessed) from
sources external to the reporting organization (G2), Percentage of materials used that are
recycled input materials (G3.0/3.1, G4). In this case there could be seen that the focus
turned from disclosing a negative aspect (wastes) to presenting a positive aspect (recycled)
in terms of the materials used through the production process.
The symbol of the indicator has remained the same within various versions of the references
(G2, G3.0/G3.1, G4) in the case of most of the indicators, and in respect of the name, there
have been insignificant variations.
For the organizations SV, AGA and RPS the degree of information clarity was worse in
2013 and 2016. The score was lower in these two years as compared with the previous
period analysed.
In line with previous research (Gonzalbez & Rodriguez, 2012; Steele, 2016), we consider
that one way to improve the clarity of the reports is the use of the information technologies
(for instance, the disclosure of the online integrated reports).
A limit of our research is the small number of companies selected. Yet, we searched for the
information is many reports (66). Also, as the number of companies included in the Pilot
Program was less than 100, we considered that we analysed a fair number of companies.
Our study can have an impact in practice. The representatives of the organizations can see
how the compliance with the guidelines is assessed (in our case, the compliance with the
clarity principle) and can improve their reporting process. A better reporting can have a
positive effect on the organization’s reputation, profit and customer loyalty (James, 2015).
Also, eventually, it should be in the benefit of the society.
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Abstract
The adventure tourism has known a spectacular evolution in the past two decades due to the
increased mobility and the individual self-indulgence desire. The anthropic potential in
Romania meets the adventure demand and on the basis of the investigation, a series of
directions of development of the adventure tourism in Romania are revealed. They were
grouped on a short and medium-long time horizon. The research is qualitative one among
travel managers who develop adventure offers. They have been invited to validate a series
of hypotheses resulting from anchor discussions, as designers of this type of tourism. The
hypotheses were tested by the brainstorming method. For the survey, an in-depth interview
was conducted face-to-face with a conversation guide.
Keywords
Adventure marketing, sustainability, tourism in Romania
JEL Classification
M30, M31, L83

Introduction
New business areas are developing due to behavior change over the past decades. The
consumption of goods and services not only grows as a general tendency, but has diverse
requirements that changes the well-known businesses into more specific and defined
activities. In this article, there are presented several tendencies, motivations and reasons, for
which the classical tourism is slowly giving back, welcoming a more satisfying alternative
for the modern society. There are presented as well, the results of a research which aims to
analyze the effects over Romania of the adventure tourism. In particular there is taken into
consideration the multiplier factor and the sustainability of this kind of activities, based on
qualitative exploratory research on the basis of the free interview.
Based on the study of (Ashworth & Goodall, 1988) the individual motivation of travelling
was to escape routines and work, or to overcome the worries by visiting new places. As the
daily stress is increasing among the working population, the need of disconnection has to be
fulfilled by activities with even greater impact and transposition. The cities travelling is no
longer considered to be efficient enough in the fight against stress. Moving from one urban
settlement to another is a change of landscape that causes comparisons and requires an
active spirit for observation, care, responsibility which conduct to a greater level of tiredness
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and confusion. People agglomeration is nowadays an element to be avoided, rather than a
blooming field in the business.
Here comes the adventure tourism as a nesh, based on experiences which fulfils several
motivational aspects such as psychological, physical, prestigious, social, fantasy and
cultural. The focal point for studies in adventure tourism is the individual’s need as through
its motivation, the consumer profile is being best understood. Adventure tourism is one of
the newest forms of travelling, and it is growing in importance because it is changing the
lifestyle and the carried-out activity which have the role to distract the attention form the
usual issues and by focusing on other aspects, beginning to have new perspectives about
life.
Literature review
In the context of this article, travel and tourism have interchangeably definitions, but travel
implies a more purposeful journey, while tourism refers to attracting, accommodating,
entertaining tourists, and the business of operating tours (Wikipedia, 2018). Adventure is an
experience creating excitement, it is bold and it implies the risk-taking factor and
undertaking. (Wikipedia, 2018). In the past two decades, the concepts merged into a
phenomenon called adventure tourism, a niche tourism, it involves exploration and it
implies a certain degree of risk. It often requires special skills or physical exertion
(Wikipedia, 2018). Considering the challenging character of this activity, the target group is
formed by people wishing to overcome the personal limits, willing to put themselves under
risk and pressure, and having the physical strength to complete the actions. The spectacular
tourism might also include experiences that could be considered an adventure, the difference
consists in the fact, that adventure tourism implies experiences in the greater percentage, it
is based on limits, not on relaxing and it implies a high but evaluable risk factor. Tibi
Useriu, the Romanian sportive who won for the third consecutive time the Polar Circle
contest, is practicing an adventure tourism with a great implication of risk for a less
experienced runner, but adventure is being evaluated individually according to the personal
potential. In order to evaluate the risk grad and to classify an experience as being an
adventure, there have to be taken into consideration factors like known conditions in which
it is taking place, training and previous limit evaluation.
In order to understand the individual motivation of people to undertake adventure tourism,
there needs to be researched, the tendency of the psychological aspects and greatest
challenges occurring. The decision-making process of choosing an adventure is described by
the push and pull study developed by (McDonald, 2002) (Dann, 1981) (Klenosky, 2002) and
(Crompton J. L., 1979). The push factors are the internal reasons, the self-drive and the
intrinsic motivation, while the pull factors are the activities or the destination itself.
According to (Hsu, 2008), it is considered that socio-psychological motives, or push factors,
include the need of escape, self-exploration, relaxation, prestige, social interaction,
enhancement of kinship, and regression while the natural assets, the historic background,
and the tourism destination are the pull factors. Like the spectacular tourism, the adventure
tourism is combining the push and the pull factors. In order to attract a greater number
adventure followers, it is necessary to understand the push factors and to adapt the pull
factors according to those. Among the pull factors, safety has to be taken into consideration
by adventure tourism managers. Alpinists practicing an adventure tourism, have safety
pinions during the climb, even though they have many years of experience behind, circus
acrobats use protective nets during training and the tracks for mountain bike contests are
being tested and the dangerous areas are being secured or advertised. Even for the extreme
adventure practitioners, security represents a pull trigger.
The main reasons (Crompton & McKay, 1997) being claimed for driving one to leave the
comfort zone, are disequilibrium, tension and stress within an individual and the experience
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of a different lifestyle or activity with the aim of changing perspective. The personal reason
is the decisional factor which determines the chosen destination, the length of the stay and
the money to invest, but one of the most effective determinations is the adventure or the
experience gained, because through it does one have the chance to fulfil its need of
development. To predict their decision-making procedures has to be understood which are
the goals aimed to be achieved (Yoon & Uysal, 2005).
Tourism satisfies a human need of culture, knowledge, disconnection of daily life, routine
and it is addressed to people of all ages and nationalities (Baltescu, 2004). Due to the core
characteristics and vast approach it is one of the most sustainable and developing servicebusinesses. (Pop, Roman, Saniuta, & Petrisoaia, 2012) In the last decade, the mobility has
become more affordable and the travel frequency as well as the touristic concentration have
changed. The new key word attributed to tourism is experience (Brown, 2017). On websites
selling touristic products, the accommodation and transportation together bring only 55% of
the total revenue, while the rest of 45% is being assured by the activities to be completed in
the chosen destination. Most of them are promoting an active and cultural lifestyle. They are
not only seen as options for spending the free time but as real lessons and developing
methods. The personal impact generated by experiences becomes the middle point in
making a choice, therefore responding to the market demand, traditional destinations have
been involved in creating value-added products to maintain a sustainable development
(Voon & al, 2017), as adventure places integrated touristic facilities for being sustainable
(Bratucu, Baltescu, Neacsu, Boscor, & Tierean, 2017).
Romania is well known for the natural component, represented by spectacular landscapes,
favorable climatic conditions, varied relief, therapeutic value, but mostly for the anthropic
component (Bogan, Constantin, & Dirloman, 2017). The natural, adventure tourism can be a
multiplication factor for Romanian tourism, and in order to exploit its potential investitions
in its sites are required (Holm M. R., Lugosi, Croes, & et.al, 2017). Adventure tourism
organizers need to have a background in practicing it. The requirements are very specific,
beginning with a great understanding of the explored area, continuing with needed
materials, quality products, safety requirements and measures, to financial support and
targeted marketing. As the costs of adventure is risen and the expense is extended longer
time than the experience itself, athletes often get sponsored or use the crowd-founding.
Among the most effective marketing strategies used in adventure tourism is the
entrepreneurial marketing with the following divisions:
Community marketing: According to Maslow pyramid, belonging is a fundamental need of
the human beings (Shaw, Dibeehi, & Walden, 2011). Besides families and friends, online
communities fulfill this need as well and they can be organic, when the people gather in
forums, social media groups or other platforms according to their common interests, or
sponsored, created by companies, where this assure the interaction as well between
members but also between those and the company. (marketing-Schools.org, 2018) This
removes the distance between customer and brand, it is a two-sided relationship, useful
especially for business areas that can be confusing for customers. Adventure travelling is
one of the fields where marketing best works when customers can interact with more
experienced travelers and with organizers as well to assure safety and quality. Most of the
experienced adventure travelers belong to communities where many of them are sponsored
by travel organization.
Guerilla marketing: Adventure tourism is a less explored and less known tourism segment
by Romanians. In order to gain popularity and encourage people to practice it, the
interaction with the brand in an unconventional form is needed. Guerilla marketing exploits
the outdoor and indoor resources in order to create innovative ideas to strengthen the brand
image or for brand awareness. The creativity process is the most import one, it is the key
element and generates a viral impact. (Isoraite, Ginevicius, & Rutkauskas, 2010). The
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provoking concept is suitable for small companies and it does not imply high costs which
are exactly the needed characteristics for adventure tourism in Romania.
Ambush marketing
Already recognized as sport-marketing, ambush marketing assures exposure, by associating
with big events or competing with the spectacular type of tourism, emphasizing the
differences and the competitive advantage adventure traveling has, the concept would be
better understood and also easier accepted and adopted.
Methodology
The study is based on a qualitative exploratory research, on the basis of the free interview.
The respondents are adventure tourism managers and practitioners as well from Romania,
with a minimum of ten-year experience. They are involved in the organizing activity of the
adventure, representing community groups in the field, covering more areas of adventure
tourism present in Romania. Out of 13 respondents, four are representatives of extreme
adventure activities worldwide, including the founder of “Today you can do anything”, a
support group organization. In the field of mountain adventures, three are professional
mountain bikers and organizers of national and international mountain bike contests, leader
of the profile organization ADMR “Association for the development of mountain biking in
Romania” and two are alpine skiing international champions. In the aquatic field, two
respondents are managers and practitioners of yachting at the Black Sea, owners of yachting
ships and contests organizers. The yoga and mindfulness areas are each represented by
practitioners and masters with international experience. During the free interview, the focus
was set on the four focal points with qualitative discussions in the specific fields, led by the
interviewer with a specific agenda in order to reach the researched area. The discussion has
been extended on the activity specification in order to extract the most important influencing
factors of the adventure tourism and a sustainability strategy used by each interest group.
Through brainstorming there were extracted common ideas trying to define the terminology
and build a common opinion. The results of the research are summarized in the four
hypotheses initially formulated.
Hypothesis 1: “The concept of adventure tourism in Romania is insufficiently clear
defined reason for which the activity is not potentially explored.”
Adventure Tourism is defined as an activity that combines at least two of the following
elements: Physical Activity, Cultural Immersion, Natural Environment. It fulfills the need of
personal discovery, reconnection with the self, disconnection from daily life and personal
growth. The difficulty level is ranging from easy to extreme. Adventure is associated to
growth and learning process, to a healthy and normal life, though in Romania it is rather
considered as an extreme activity, that implies previous experience, physical strength and
certain abilities. Some sports are not associated to adventure, although they have the
characteristics of one. There is a big anthropic potential, to place Romania on the international
extreme travel map, but people still believe that extreme means danger, there is not necessary seen
the personal growth in it and the fact that most categories of people can practice it, is sometimes
being denied. Experience tourism is used as a synonym phrase for adventure tourism, it
involves the service sector which in Romania is associated to an expensive activity. The
tourism activity in Romania is addressed as well to locals as to foreigners, but the marketing
activity has to start internally through unconventional ways in order to change the paradigm
and motivate people to explore it, because in certain field, the local potential is better known
by foreigners. (Pop N. , 2011) Considering the fact that adventure tourism is an alternative
way of disconnection, alternative methods of promoting should be involved, as community
marketing, guerilla marketing or ambush marketing.
Hypothesis 2: „In Romania the mountains adventure is more attractive to potential
tourists and has more perspectives of development than other adventure areas.”
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The Carpathian Mountains, covering 28% of the country offer an immense anthropic
potential for tourism development. With numerous peaks over 2000m high and various
natural phenomena like mountain biking, skiing, rock climbing, caving, hiking, camping or
nature reconnecting such as yoga or mind-fullness, they are way more attractive than the
Black Sea seaside, which is limited by only 255km. In order to reach extreme travel, there is
needed to be a combination of the natural environment and the invested capital. In the mountains,
the area is already offering the framework for the adventure activity with lower needed
investments, while the sea side requires equipment and created infrastructure for its development.
In Romania, going to the sea side is still a mass-number tourism, while adventure is addressed only
to certain kind of people, having certain kind of interests and being offered to spend higher
amounts of money, while the mountains area is more frequented by people already inducted into
the adventure travel field, making the process easier. Managers of aquatic tourism admit that the
interest is lower in this field and the struggle to organize and to arrange facilities is big and
sometimes not worthy, while mountain adventure managers recognize the advantage the natural
habitat offers, as well as the risen interest of the practitioners. Regarding all the answers, the
hypotheses approves, the mountain adventure in Romania is more attractive as well for the
tourism managers as well as for the tourists.
Hypothesis 3: „Adventure tourism is a multiplier factor for classic tourism and can be a
trigger for its future development.”
The decisional process of tourists choosing a spectacular travel destination implies
economic factors, such as transportation and accommodation costs or living costs, comfort
factors like travelling distance, direct flights, weather conditions, politics, security,
accessibility or language barriers. Cultural elements, as touristic options and one of the most
important ones, the popularity and site coverage. A great exploration of spectacular tourism
destinations, develop in time adventurous activities, to diversify the experience of the
travelers and to maintain the competitively. This is the case of Las Vegas, a vivid place,
where jumping off the Stratosphere building has been included as a tourist facility. Where
the natural environment is already offering the framework of an adventure tourism in a more
distinguished way than any other facility, this can be used as a trigger to develop the classic
tourism as a consequence. Having the example Niagara city, which developed as a rural site,
worldwide known as a tradition symbol for Canada, developed due to the Niagara Falls. The
tourist agglomeration around a natural site, offering an experience, have the tendency to
investigate the area and complete the tour by visiting close sites with different meaning than
the main point. In Romania, people doing yachting are also taking advantage of the Black
Sea seaside. The activity itself is a multiplication factor for the seaside tourism as well as
the seaside tourists are likely to become yachting adepts. Tourists exploring, skiing or doing
downhill in the Carpathian Mountains are visiting the castles and the palaces as well as the
cities around the slopes. Investments in adventure tourism extend to a growth in tourism in
general. This hypothesis has been approved and generally accepted by all the asked
responders.
Hypothesis 4: The Adventure tourism awakens a feeling of responsibility towards the
environment.
Adventure tourists aim to explore virgin natural areas, undiscovered natural phenomena and
unpopular travel destinations in order to keep an original tone and to distinguish themselves
from the growing mass of traveling population. The adepts of this concept are usually
nature-lovers, they ignore the trends and seek to be different. By exploring natural habitats
and starting a trend out of it, as the case in the local floating markets in Cambodia or the
gateway to the Baikal lake, the Siberian city Irkutsk, several changes and degradations are
being faced. The first affected is the nature, that loses the virgin character and it is
endangered through the waste left behind, the irrational use of the resources and the
irresponsibility, generated by the traveler unconsciousness, as well as by the unsuitable
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travel conditions. Continuing the exploration, more affected are the communities. The
normal way of living is being disturbed by a touristic boost, those requests and wishes
would affect the consumption, the income balance, the production and not at least, the
psychological changes might be irreversible. If the touristic concentration is not being
organized introduced in a new area, it can cause more bad than do good. Environmental
conscious people have acknowledged the risen issue. For tourism organizers and promoting
organization, to keep the customers and to preserve the areas assuring a longer attractively,
they have introduced environmental friendly programs together with the adventure, having
also the purpose of attracting tourists through the shown responsibility and the well-making
activity. Some of the campaigns have impressive results, like the yachting teams, collecting
waste out of the Black Sea, mountains explorers having to collect at least five pies of waste
along the track, schooba divers having river-cleaning days or companies sponsoring or
prices given to organizations protecting the environment. The exact ratio between the help
and the damage caused to the nature is difficult to measure, and the psychological influence
exercised over communities even less. As a general tendency, adventure tourism only
awakens a feeling of responsibility for the matter of fact that the bad caused is greater and it
has to be diminished. For a sustainable development, authorities or organizations have to be
the actors introducing tourism in the natural habitats, by controlling the runed activities, the
brought products and the nature protection. Eating, sleeping and buying habits of the tourists
should also be controlled in order to avoid unauthorized merchants and real estate investors.
Environmental protection becomes a marketing element, as the issue has been risen and it
grows in importance, but the areas are badly affected with long-term effects. Even though in
appearance there is an encouraged a certain responsibility, responders commonly consider that the
environmental protection is not necessary being yet achieved through adventure tourism.

Fig. no. 1 The frequency and the words used to describe the adventure tourism by
interviewed tourism managers
Source: processed by the authors
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Conclusions
In conclusion, Romania has the potential of hosting adventure tourism. The anthropic
potential and the existing amenities facilitate its development and grows further through
investments in infrastructure and highlighting the key-advantages. A better understanding of
the traveling offers content is needed, to observe the differences to a spectacular tourism and
also to understand the purpose and its benefits. Offering different kind of opportunities, the
typology separation has to be made clear, in case of mountain or aquatic experience.
Through a better description and explanations, through human support and trust, people take
the chance to exit the comfort zone and experience adventure. Comparing the asked
managers opinion to the theory, it becomes clear that for this, risk is the most important
factor in adventure tourism. Not only that it defines it, it implies incidents, reason for that
protection towards adepts is crucial. Slowly, the protection factor might be reaching also
towards nature to preserve it, but the efforts are not yet sustainable. Overcoming the
personal limits is the main purpose of practicing, while experience the key word to describe
the various activities is. Most of the adventure traveling is being seen as travel, because it is
exercised during the holiday and has the disconnection as the main purpose, but because
many of the activities are sportive, sometimes are being taken to extreme and athletes can
become representative for a field or category, reason for that, they need material support
through sponsoring or crowd-founding.
Tourism, in the meaning of the authors must not be associated to the spectacular tourism,
this represents in the first place a way to educate the human spirit, in order to reach higher
development and performance levels of the individuals. It is also interpreted as an
educational characteristic, in the meaning of development, tenacity and a constant selfcontrol. Due to these factors, and others, the practitioners of this form of tourism are selfteaching themselves for a constant, sustainable and long-term contact with the environment.
It also implies a rising level of respect towards the environment through its medium and
long-term preservation. At an educative and coercive level, adventure tourism must respond
to certain social commandments of environmental preservation.
The marketing process applied in the adventure tourism, does not set as an objective to
underline the spectacular characteristics of the first concept-marketing, such an approach is
considered to be superficial in a scientific point of view.
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Abstract
In the heart of the integrated reporting we find the concept of integrated thinking. Thus,
integrated reporting is not only about disclosure, but also about changing the internal
processes of the company. This should lead to an increase in the efficiency and, ultimately,
in performance. Our objective is to identify whether the European companies included in the
International Integrated Reporting Council’s Pilot Program disclosed a bigger number of
indicators. In order to do this, we analysed the reports published by the companies included
in the Pilot Program in two moments in time: 2013 and 2016. We selected a set of nineteen
indicators, considered the most important for the presentation of the six capitals suggested
by the International Integrated Reporting Framework. Our results show that the worst
situation is obtained for the intellectual capital. The situation was only improved for about a
third of the companies included in the study. The study contributes to the scarce literature in
the domain of the impact of integrated reporting in practice.
Keywords
Integrated reporting, Pilot Program, Europe, capitals, key performance indicators.
JEL Classification
M40

Introduction
Sustainable business management has currently become a must, considering the limits of
nature (Morioka & Carvalho, 2016) and the obligation to consider not only the needs of the
shareholders, but of the entire society (Marcus et al., 2010), without compromising the
economic dimension (Elkington, 1997). The mankind’s actions have serious consequences
on the sustainability. Embedding sustainability into organisations and using sustainability
reporting strategically is vital to address these issues (Higgins & Coffey, 2016).
Sustainability reporting became a valuable way for managers to identify and address the
sustainability challenges (KPMG, 2013), and drive improvements in company operations
(Higgins & Coffey, 2016).
The most sophisticated answer of disclosure to these challenges is the integrated reporting
(IR). Recent studies showed the benefits of the IR: better reputation (Steyn, 2014), meeting
the expectations of employees (Adams & McNicholas, 2007), improved access to capital
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(Robinson et al., 2006), increased efficiency (Mio et al., 2016), waste reduction (Lozano &
Huisingh, 2011) and competitive advantages (Ojo et al., 2015).
We consider that our paper fills a gap in the specialized literature. The research is motivated
by the fact that sustainability reports are often criticised for non-integration into day-to-day
management activities, and for not advancing sustainability (Gray, 2010). Knowledge about
the way in which sustainability reporting is used within organisations is limited (de Villiers
et al., 2016). Also, studies about the effects of the adoption of IR are not numerous.
The IIRC proposes a classification using six capitals in the International Integrated
Reporting Framework (IIRF). The six capitals are: financial capital, manufactured capital,
intellectual capital, human capital, social and relationship capital and natural capital. The
capitals are key concepts of IR and are used in the value creation process (Alexander et al.
2015; Dumitru et al., 2015; IIRC, 2013). As we are analysing integrated reports, in order to
address our objectives we will refer within this paper to a set of key performance indicators
(KPI) used to measure these capitals.
We include in our sample the European companies which were part of the International
Integrated Reporting Council’s Pilot Program (PP) (Scheiblich et al., 2017). We analyse the
data provided in the 2013 and 2016 annual reports. We selected 2013 as a starting point
because it is the year in which the IIRF was issued. The companies were already a part of
the PP and they could benefit from the process of the IIRF’s development. We selected 2016
as we consider that three years represent a decent period of time during which the results of
the implementation of the IR could be seen. Also, at the date of the study, these were the last
reports available.
Our paper is organized as it follows: the next section is dedicated to the literature review.
The method section follows. Afterwards, we present the results of our study. The paper ends
with the discussions and conclusions of our work.
1. Literature review
Managers are increasingly paying attention to corporate sustainability performance
(Antolin-Lopez et al., 2016), to its assessment and reporting (Cucek et al., 2012). One of the
questions is whether this type of reporting is consistent in time. Companies are confronted
with multiple objectives and need to make appropriate decisions, facing dichotomies like
shareholder versus stakeholder; financial versus non-financial; single versus multiple
measures. While the traditional view focuses on maximizing shareholder value (Jensen,
2001), in the stakeholders view (Hörisch et al., 2014) the company should create value for
all its stakeholders. Hence, the development of a comprehensive measure of performance, as
well as of instruments for managing multiple objectives, is a significant challenge. Though
several studies introduced multi-stakeholder, multi-objective, and multi-level models for
measuring corporate sustainability performance (Bonacchi & Rinaldi, 2007), no balanced
single measure has been designed so far, able to embed Triple Bottom Line (TBL) and
management control systems.
The term TBL was introduced by Elkington in 1994. The TBL “focuses on incorporating
environmental and social performance indicators, while complementing and balancing the
economic indicators, into company management, measurement and reporting processes”
(Lozano, 2012: 23). Jamali (2006: 812) argues that the TBL “looks at how corporations
manage and balance all three responsibilities (economic, environmental, and social) and
attempts to reconcile these inter-related spheres”. So, improving one type of performance
should not jeopardize another. The author also acknowledges the difficulties: “while the
appeal of TBL integration cannot be discounted, managing the trade-offs between the three
legs of sustainability remains a challenge” (Jamali, 2006: 812).
TBL accounting means expanding the traditional reporting framework to take into account
environmental and social performance in addition to financial performance. However, up to
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this day, the organisations are rarely including information on social and environmental
issues to the same extent and quality as that of financial information (Gray & Milne, 2004;
Milne & Gray, 2013). A problem is that companies do not know what to disclose as there
are about 400 sustainability reporting instruments (KPMG et al., 2016). There is no
universal standard to measure TBL. More, Chatterji et al. (2014) pointed to a lack of
convergence between the scores of different sustainability ratings, calculated for the same
company. Cucek et al. (2012) revealed high variability and a lack of standardization among
existing performance measurement instruments included in the sustainability footprint
methodologies. One of the challenges faced by developers of assessment frameworks like
the TBL was to construct a both comprehensive and meaningful index and identify suitable
data for the variables that compose it.
All three pillars of the TBL refer to potential organizational goals, reunited under the broad
concept of organizational effectiveness (Venkatraman & Ramunajam, 1986; Hamann et al.,
2013). In business, TBL was implemented as part of the CSR policy, defined as “contextspecific organizational actions and policies that take into account stakeholders’ expectations
and the triple bottom line of economic, social, and environmental performance” (Aguinis,
2011: 855).
Some of the most used sustainability frameworks worldwide include: frameworks: GRI
guidelines, United Nations Commission on Sustainable Development Framework, ISO
26000, Dow Jones Sustainability Index. The frameworks do not integrate the three
dimensions of the sustainability reporting in a holistic manner (Antolin-Lopez et al., 2016).
This leads to a presentation of an incomplete and false picture of the sustainability
performance. The economic, social and environmental dimensions are, however, tightly
related. Applying the IR could be beneficial for the exploration of the potential of these
three dimensions. Also, the supporters of IR should work in the direction of standardization
and consistency of measurements (Albu et al., 2013; Antolin-Lopez et al., 2016).
The 2014/95/ED requires the following disclosures regarding the environmental dimension:
impacts on the environment, impacts on health and safety, use of renewable energy, use of
non-renewable energy, GHG emissions, water and air pollution.
Several papers are addressing the information which should be disclosed under the social
dimension. For instance, Gray & Milne (2004) consider that companies should present
descriptive information about relationship between the organization and the stakeholder;
data required through law and quasi-law; what the business wishes to express; and, finally,
what the stakeholders themselves wish to see. Norman & MacDonald (2003) split the social
performance indicators into the following categories: diversity, unions/industrial relations,
health and safety, child labour and community. The 2014/95/ED requires the following
disclosures to be included in the social category: actions taken to ensure gender equality;
implementation of fundamental conventions of the International Labour Organisation;
working conditions (including professional training and development); respect for the right
of workers to be informed and consulted; respect for trade union rights; health and safety at
work; the dialogue with local communities; actions taken to ensure the protection and the
development of the local communities.
IIRC does not incorporate the concept of TBL into the IIRF. Instead, IR employs the
concept of capitals. The IIRF defines these as ‘any store of value used by organisations in
the production of goods and service’. It introduces six types of capital: financial,
manufactured, intellectual, social and relationship, human, and natural. While the measures
used to report on some of these indicators are well-established, in the case of others they are
not very used. Of particular importance when reporting the capitals is to show the
relationships between them.
In this research, we use a set of KPIs which are reported by KPMG (2017) as the most used
by the companies preparing integrated reports in Japan. We consider that these indicators
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are relevant as the study was conducted in three consecutive years and the top disclosed
indicators were almost the same in all the versions. The indicators collected are: sales,
operating income, net income (financial capital); number of employees, number of female
employees, number of overseas employees (human capital); emissions of CO2, waste,
energy consumption (natural capital); amount of capital investment/ expenditure, number of
production bases/ sales offices, number of companies in the group (manufactured capital);
research & development expenses, ratio of research & development expenses, number of
patents (intellectual capital); social contributions, social contribution events, customer
satisfaction, number of volunteers (social and relationship capital).
2. Research method
We started from the 104 companies included in the IIRC’s Pilot Programme. We selected
only the European companies because Europe is the most active region in the world in terms
of CSR reporting (Habek & Wolniak, 2013). Thus, a number of 52 companies resulted. We
downloaded the reports published for the financial years 2013 and 2016. We could not find
reports issued by three companies. Thus, we analysed in total 49 reports per year. We
analysed the reports written in English.
We made sure that the data was collected in a comparable format for each company for the
two years. Data was extracted first for a number of five companies by one of the authors.
Two other authors received the reports and the results for the five companies. They analysed
the data collected and asked questions. Along the data collection process, the authors
discussed about the difficulties encountered and made decisions together considering each
situation identified. The data was collected by hand during the period July – September
2017.
We collected in excel the absolute values of the indicators presented above.
The following repetitive difficulties in the data collection can be pointed to:
 One and the same company did not necessarily report the same indicators for the
description of a capital (mainly for the natural capital);


Several issues (e.g. social contribution, volunteering, patents, customer satisfaction)
are reported merely in a descriptive manner, with no exact quantification, or based
on examples;



As the selected companies have different areas of operation, they tend to favour
some indicators over others.
The objective of our research is to identify whether the number of indicators disclosed by
companies increased in time.
3. Results
The results are summarised in table 1.
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Table no. 1. Number of indicators reported by the companies included in the sample
Indicator

2013

2016

Difference

Count

Percentage

Count

Percentage

46.33

94.56

47.33

96.60

47.00

95.92

48.00

97.96

Operating income

46.00

93.88

47.00

95.92

Net income

46.00

93.88

47.00

95.92

37.00

75.51

38.33

78.23

48.00

97.96

49.00

100.00

34.00

69.39

38.00

77.55

29.00

59.18

28.00

57.14

Financial capital
(average)
Sales

Human capital
(average)
Number of employees

Count

Percentage

1.00

2.04

1.00

2.04

1.00

2.04

1.00

2.04

1.33

2.72

1.00

2.04

4.00

8.16

(1.00)

(2.04)

Number of female
employees
Number of overseas
employees
Natural capital
(average)
Emissions of CO2

28.33

57.82

31.00

63.26

2.67

5.44

36.00

73.47

39.00

79.59

3.00

6.12

Waste

23.00

46.94

26.00

53.06

3.00

6.12

Energy consumption

26.00

53.06

28.00

57.14

2.00

4.08

29.33

59.86

29.00

59.18

(0.33)

(0.68)

38.00

77.55

38.00

77.55

0.00

0.00

16.00

32.65

18.00

36.73

2.00

4.08

34.00

69.39

31.00

63.27

(3.00)

(6.12)

14.33

29.25

13.33

27.21

(1.00)

(2.04)

23.00

46.94

23.00

46.94

0.00

0.00

12.00

24.49

12.00

24.49

0.00

0.00

8.00

16.33

5.00

10.20

(3.00)

(6.13)

11.50

23.47

13.00

26.53

1.50

3.06

21.00

42.86

22.00

44.90

1.00

2.04

1.00

2.04

2.00

4.08

1.00

2.04

Manufactured capital
(average)
Amount of capital
investment/ expenditure
Number of production
bases/ sales offices
Number of companies in
the group
Intellectual capital
(average)
Research &
development expenses
Ratio of research &
development expenses
Number of patents
Social and relationship
capital (average)
Social contributions
Social contribution
events
Customer satisfaction

19.00

38.78

20.00

40.82

1.00

2.04

Number of volunteers

5.00

10.20

8.00

16.33

3.00

6.13

Average

26.95

55.00

27.84

56.82

0.89

1.83

Maximum

48.00

97.96

49.00

100.00

4.00

8.16

Minimum

1.00

2.04

2.00

4.08

(3.00)

(6.13)

14.66

29.91

14.87

30.36

1.85

3.78

Standard deviation
Source: authors’ compilation

238

New Trends in Sustainable Business and Consumption

A total number of 931 indicators were disclosed for each of the two years. 29 indicators
were reported in 2013 (27 indicators in 2016) only in a narrative form by the companies
included in the sample or were incompletely presented (they are not exactly quantified). As
a consequence, they were not included in the analysis presented above. 515 indicators
(55.32%) were disclosed in total in 2013 and 528 (56.71%) in 2016. For the total sample,
the indicators were reported in average by 26.95 (55%) companies in 2013 and 27.84
(56.82%) companies in 2016. This means that in average 0.89 more companies (1.83%)
reported the indicators selected for our study in 2016 as compared with 2013.
The indicator Number of employees was reported by the highest number of companies (48 –
97.96% in 2013 and 49 – 100% in 2016). The least reported indicator was Social
contribution events (1 company – 2.04% in 2013 and 2 companies – 4.08% in 2016). The
best score was registered by the Financial capital, with an average of 46.33 (94.56%) in
2013 and 47.33 (96.60%) in 2016. The lowest score was registered by the Social and
relationship capital, with an average of 11.50 companies in 2013 (23.47%) and 13.00
companies in 2016 (26.53%). The highest increase in the number of companies which
reported an indicator was registered by Number of female employees. Four more companies
(8.16%) report on this indicator in 2016 as compared with 2013. The highest decrease in the
number of companies which reported an indicator was registered for the Number of patents
and for the Number of companies in the group. Three less companies (6.13%) report on
these indicators in 2016. For only three indicators were registered decreases in 2016 as
compared with 2013. This means that 16 indicators (84.21%) were reported by a higher
number of companies in 2016. For two capitals (Manufactured and Intellectual capital) the
average number of companies which reported the indicators included in the study decreased
in 2016 as compared with 2013. For the other four capitals the average increased in time.
The comparison between the results obtained for Europe and for Japan (KPMG, 2017) for
2016 is presented in table 2.
Table no. 2. Comparison between Europe and Japan
Capital
Europe (%) Japan (%) Difference
Financial capital
96.60
87.33
9.27
Human capital
78.23
26.67
51.56
Natural capital
63.26
23.33
39.93
Manufactured capital
59.18
19.67
39.51
Intellectual capital
27.21
17
10.21
Social and relationship capital
26.53
2.50
24.03
58.50
29.42
29.09
Average
96.60
87.33
51.56
Maximum
26.53
2.50
9.27
Minimum
27.80
29.57
17.35
Standard deviation
Source: authors’ compilation

We notice that the values obtained for Europe are higher than the ones obtained for Japan,
which means that a bigger number of companies based in Europe are reporting on these
indicators. A reason for this can be the fact that all the companies included in our study are
included in the IIRC’s PP. The biggest difference is registered for the human capital and the
lowest for the financial capital, which is the best disclosed for both samples.
The number of indicators reported per company is presented in Table 3.
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Table no. 3. The number of indicators reported per company
2013 2016
Indicator
Maximum number which could be reported
19
19
Maximum number of indicators reported by a company
17
17
Minimum number of indicators reported by a company
2
5
Average
10
11
Standard deviation
3.23 2.82
Source: authors’ compilation

The maximum number of indicators which was reported by the companies included in the
study in the two years is 19. We notice that for both years the maximum number of
indicators reported by a company was 17 (89.47%). However, there is an increase in the
number of indicators reported by a company showed by the increase in the average. Thus, a
company reported on average 10 indicators (52.63%) in 2013 and 11 indicators (57.89%) in
2016. An increase is also noticed in the minimum number of indicators reported by a
company, which was 2 (10.53%) in 2013 and 5 (26.32%) in 2016.
Conclusions
Our study started from the idea that the incorporation of the integrated thinking in the
companies should lead to an improvement in the performance of the companies. In order to
test this, we selected the European companies which were included in the IIRC’s PP. We
extracted from the integrated reports published for 2013 and 2016 a set of indicators. The
indicators selection was based on previous studies which found that they were the most
disclosed for the types of capitals included in the IIRF. Our research objective was to
identify whether the number of indicators disclosed by companies increased in time.
Based on the results of our study, a first conclusion is that the adoption of IR did not lead to
a significant increase in the number of indicators presented. This is surprising as the IIRF is
the first guideline suggesting the presentation of the capitals and the indicators selected were
representative for the six capitals.
Another finding is that after twenty years since the launch of the TBL, the environmental
(corresponding to the natural capital) and, respectively, social indicators (corresponding to
the human and social and relationship capitals) are worse represented than the economic
indicators (represented by the financial and manufactured capitals). Thus, the environmental
line is disclosed, on average in the two years, by 60.54%, the social line by 50.94%, and the
economic line by 77.55% of the companies. Also, even so there are so many initiatives
involving the intellectual capital (for instance, conducted by WICI) and so many agree that
it should be better presented, there is a decrease in the disclosure of the indicators associated
with this capital during the analysed period.
When comparing our results with the ones reported by KPMG (2017), we notice that the
European companies report the selected indicators in a bigger percentage. A reason for this
can be the fact that all the companies included in our sample were part of the IIRC’s PP.
In conclusion, the number of indicators disclosed increased during the analysed period for
most of the companies included in the sample.
It should be noted that the research study has certain limitations. First, the research sample
is limited to 52 companies which does not allowed to use more sophisticated statistical
methods and the formulation of conclusions that could apply to the entire population.
Second, while the adopted content analysis method provides a number of advantages, it also
has its limitations – the most important is the coders’ subjectivity. A third limit is
represented by the selection of the indicators: there is no guideline regarding what the
companies should report or not. Despite the above limitations, this paper adds to a relatively
small number of studies that have dealt with the issue of the impacts of IR in practice. The
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studies presented in the paper could encourage researchers from other countries to carry out
similar studies and compare the results.
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Abstract
A corporate entity cannot exist in isolation just like human beings cannot evolve separated
from the society. Corporates have their own environments in which they grow and which
influence their activity. For a long time organizations all over the world have developed
networks in order to resist on the market, but the extent to which alliances and partnerships
contribute to the success of an organization has never been so wide as it is right now with
the height of globalization, the spread of the Internet and the commoditization of
knowledge.
On the other hand the concept of organizational competences has been widely discussed in
the international literature but their development remains mostly in the dark. One research
area which has gained momentum lately is the development of competences through the
company’s external relationships. In networks, knowledge becomes dynamic and socially
important (thus escaping commoditization).
In this context, are networks helpful in tapping into the competences available on the
market? Do partnerships help both parties involved? Can consultancy firms create
multimillion dollar businesses by getting involved in partnerships with software companies
or should they try to resist in the long term only by acquiring competences from external
actors? The current paper is written around an interview-based study on a consultancy firm
which offers services for the products of one of the largest financial software organizations
in the world; the research shows that paying skilled professionals more than the target
company has to be complemented by other strategies for long term success.
Keywords
Acquisition of Competences, Partnerships, Networks, Consultancy Firms
JEL Classification
J24, L84, L86

Introduction
The process of globalization has increased the speed at which economies move in tandem
and also the speed at which costs can be reduced by accessing markets with lower labor
costs. Internet has gained immense popularity in countries in development and the example
of Romania is obvious: according to a local financial newspaper, the growth rate of online
commerce has been of 30% in 2016 with respect to the previous year and up to 40% of the
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sales were registered from smartphone devices (Ziarul Financiar, 2017). With Internet
comes flexibility, easiness of doing business, of establishing relationships
(partnerships and alliances) and of reaching the consumer. Employee mobility is also much
more intense: employees change jobs with ease and even change countries in shorter time
intervals, showing adaptability and flexibility. They get to know different companies of
different sizes, operating in different industries and countries. All these changes have led to
more knowledge about economic actors, knowledge available not only for leaders and
managers, but also for regular employees who become better equipped to deal with abrupt
changes that might occur in the market.
Some authors (de la Mothe, J. & Link, A.N., 2002) advance the idea of "alliance
capitalism", which, combined with a high pace of changes in all areas of activity, drives
innovation and challenges the sovereignty of nations to deliver new products to the market.
Starting from this idea, other researchers (Kaats, E. & Opheij, W, 2014) extend the necessity
of collaboration from innovation to other areas: sustainability and durability issues,
economic development, good care and safety, and so on. The same authors also point out the
problem of partnerships: ambiguity generated by differences in language, expectation, and
perception.
The competences of a firm can be described as mechanisms or processes which enable
employees to develop their knowledge, skills and individual competences for the benefit of
the company in relation with its competitors. This development is built around advances in
technology and around innovation in business processes with the perspective of facilitating
strategy implementation and the accomplishment of the organizational objectives.
However, internal elements cannot explain on their own the development of a firm’s
competences: organizations have the chance to perform better when involved in exchanges
with other entities in the marketplace. Partnerships and alliances form a network of
relationships which are essential for the long-term performance and ultimate survival of the
organization.
One definition of competences focuses on customer needs and wants, as highlighted in the
concept of distinctive competence (Webster, 1991): this opens the door to customer
centricity and the fact that satisfying customer needs better than competitors is a success
factor. Employees need not only consider the successful completion of their tasks, but they
should also act as the organization’s extensions in relation with its customers. It is therefore
important to take into consideration the external factors when discussing about competence:
satisfying customer needs means creating an environment (together with other actors) in
which the customers are welcomed, served and followed in their choices… In this
environment relationships are formed, lessons are learned and competences develop.
Structurally, competence can be defined by its elements and relations: technology, people,
structure of an organization and culture of that organization (Drejer and Riis, 1999); the
more components, the more complex competences are. The relation between competence
and technology is undeniable in the Information Technology (IT) industry. Technology can
give birth to new competences while destroying others. So, can competences be developed
and keep up the pace with innovation or are they something static that cannot be imitated
nor developed? There are sometimes radical changes in the market and it is not always easy
to keep up the pace with them, but this does not mean that the task is impossible.
Development of competences should occur in IT organizations and should represent the
main focus of well-established companies because they have the financial power, the culture
and the time to cultivate such competences and build a long-term strategy which makes
reference to sustainability and adaptability to the environment.
Smaller consultancy firms can start growing by offering “lighter business models” and by
acquiring competences from well-established firms: their competitive salary offerings can
attract highly skilled professionals in search for new challenges. In time, such companies

244

New Trends in Sustainable Business and Consumption

can grow and form partnerships with the software producers, as it is the case of the financial
software industry.
Research Study
1. Research Methodology
The survey is the research method used for this paper, and the technique that we adopted
was the interview. Questions were addressed to the chief executive officer (CEO) of a
consultancy firm that offers services to the clients of one of the biggest financial software
companies in the world. Questions were asked about the advantage of smaller consultancy
firms over well-established software companies in attracting highly-skilled personnel and
competences, about the way these companies help their employees develop, about the
business model of consultancy firms in making their customers the ultimate evaluator of
employees, and about the ways in which such companies can acquire knowledge, skills and
competences.
Another research method used in this paper was the analysis of documents: internal
documents of one of the leading financial software providers were analyzed in order to
depict some important data about the human resources of this well-established company.
The use of contractors was the main focus, as well as the age distribution of the employees,
since people bring competences into the organization but can also take out competences and
transfer them to consultancy firms, as in the example chosen here.
2. Facts and Figures
The organization from which the idea of this research appeared is a leading financial
software company (among the first five companies in the world in its sector of activity).
This company, which we will call Competenţe S.A., has a wide pool of human resources
(over 10,000 employees) which represent a highly-skilled personnel. It is a very good image
of how globalization and IT can help create size and development, since the company has
offices in all major financial centers around the world and uses developing countries to tap
into high level competences at low costs. However, globalization has helped all companies,
regardless of their size, which means that consultancy firms have also created offices in
such low-income countries and are able to attract talent from the software producer by
offering, among other things, better salaries to the employees. So the focus of this research
is not to explain the mechanism of competences in well-established software companies, but
to see how much reliance on the competences of the software producer manifest the ‘little
people’ (meaning the consultancy firms that start their business without having the resources
to implement a competence-based approach). What room do these newer companies leave
for competence development? Is competence development important to them? Are they
better off acquiring competences or do they have the means to develop them internally? The
example chosen for such a consultancy firm is Atracţia S.A., a relatively new name on the
international market.
There are basically three ways in which organizations can acquire competences in order to
succeed on the market (as shown in Figure 1 below): buy those competences by hiring the
best students on the market, help employees grow (from both a personal and professional
point of view) through internal development and career-enhancing programmes or attract
competent employees already present in the market (from competitors or through alliances
and partnerships).
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Fig. no. 1 Acquisition of Competences in a Firm
No company can adopt only one strategy in its quest for competences: organizations usually
create a mix of strategies for attracting and retaining the best people and the most
appropriate competences available on the market.
3. Results of the Research
3.1. The Software Producer
The analysis of Competenţe S.A.’s internal documents regarding the evidence of their
personnel showed an increase of 16.5% of the number of employees between 2013 and
2017. The same documents also highlighted an increased reliance of the firm on contractors:
their number grew with 122% between the same interval (2013 – 2017) (Competenţe S.A.,
2017). This comes to strengthen the idea that networks have become increasingly important
after the IT sector recovered from the global economic and financial crisis.
Competenţe S.A. developed new partnerships and also used directly the competences these
partners had by hiring their people. What is even more interesting is that some of the
employees that once left Competenţe S.A. to join consultancy firms now returned to work
(as a contractor or as a full time employee again) in the initial company.
The tenure in the company has continued to decrease from one generation to the other,
figures which come to confirm the fears of managers and human resources professionals:
people change jobs faster than ever. So there is increased pressure on companies to find
solutions to keep their staff: without valuable employees no corporation can attain consistent
success in the long term and the development of competences and the focus on people
become crucial. The diversity of the staff of Competenţe S.A. is also demonstrated by the
amplitude of age values: the youngest employee is just 20 years old, while the oldest has 69
years (as of 2017). More than 70% of the employees are aged below 40 and the peak of the
distribution is at around 25-28 years (Competenţe S.A., 2017).
The above statistics come to confirm that hiring students is a cheap way of tapping into the
technical and functional competences developed by educational programmes. The company
combines this acquisition of competences with internal training programs, with on-the-job
learning, with online courses and with mentoring.
3.2. The Consultancy Firm
Consultancy firms like Atracţia S.A. normally offer potential employees a much higher
salary to convince them to leave the well-established firms and join a new name in the
industry. But the interview with the CEO of Atracţia S.A revealed other advantages that
these companies have to offer:
- The opportunity to join a small business (with a more flattened hierarchy) and take
part in its growth
- The possibility to work on a variety of projects without changing the employer
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- The prestige of working directly with the biggest banks around the world
- Be part of the change that the new company embraces
- Attractive bonus schemes which additionally motivate employees
The motto of the company is “always learning, always improving”, and this speaks for the
vision of the firm in what the development of competences is concerned: Atracţia S.A. looks
to attract the best personnel from the software producer (leading software developers and
business analysts) and make them work on a large variety of projects with a wide range of
high caliber individuals within the industry.
For Atracţia S.A., buying competences means instant high-level service for its clients and
this represents the main advantage. However, for long term success, the company needs to
find the right balance of leaders who can effectively grow in-house talent and new joiners
(fresh graduates from the university programmes).
The interview conducted with the CEO of Atracţia S.A. highlighted that, although it is
definitely easier to ‘buy in competences,’ the true value and difference comes when the
company finds the right people to work and grow together. As the CEO put it: “Our
product/service is the people and people need to be valued, nurtured and respected.” This
means handling people who have different expectations and needs and putting them together
in the right team, offering them opportunities to learn and explore, and spending time
listening to them in order to gain their trust. Trust is the element that defines both human
interactions and corporate exchanges.
Relationships need a long time to consolidate, so the success of a business has to be planned
early and nourished in time. Many researchers consider the long-term aspect of these
relationships and the fact that, once established between big-size actors, it is quite difficult
to break them and they constitute barriers in front of the dynamics of networks (Jackson,
1985; Webster, 1991; Forsgren et al., 1995). But, of course, it all depends on the
specificities of each relationship and the way the two actors manage to cooperate together in
the long run.
To make sure knowledge is shared inside the company, Atracţia S.A. is working on a
‘knowledge library’ where the more experienced employees upload some of their insight
and can offer advice to juniors. The company also offers the opportunity for employees to
‘internally blog’ about problems they are tackling or have resolved - which can be left open
for discussion. Atracţia S.A. has not yet set up internal training programs, but at this time
employees enroll on external training programs and the firm supports any additional
(relevant) training programs employees wish to embark on. This ensures that the employees’
skills and knowledge does not become obsolete in time, even though there is a lot of room
for improvement with regards to this aspect since training and development requires
financial resources.
The business model of consultancy firms is based on more flattened hierarchies and lighter,
more dynamic processes. Clients often like to spread their risk, so this can be an advantage
because it makes room for other firms. Size can pose problems, but project-based work
makes sure smaller companies have the possibility to win contracts.
Another advantage in favor of consultancy firms is the nature of the relationships bigger
companies develop. The client often has more of a free reign with a small consultancy firm,
rates are competitive, and there is much more flexibility and adaptability to the specificities
of the client.
Consultancies can also offer a range of services that go beyond just what the software
producer provides by mixing resources, exposing experienced professionals to new software
products and developing the range of skills amongst employees to bridge different software
solutions.
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Asked about the employee profile in the company, the CEO talked about dynamic people,
professionals open to opportunity and change and excited by the prospect of new projects
and working with new clients. They are also vocal (in the right environment for each
individual) and ambitious. They enjoy working within their teams and want to make a
difference in the company.
Many times the client is probably the best evaluator of the company’s skills and
competences. This makes the recruitment job a lot easier for the company, but Atracţia S.A.
still has experts who can seek through profiles, narrowing them down, making sure their
competences are what the client is looking for and ensure that they can provide the level of
service everyone in the industry expects. The client will select from a shortlist or often go
with the profiles the consultancy firm suggests and will complete the final interview.
Most of the time, the client is a global bank and people from the bank want to interview
individuals and be part of the selection process. This leads to an evaluation of competences
on a case by case basis.
Atracţia S.A. is currently not an official partner of Competenţe S.A. but, despite the fact that
it takes employees from the software producer, acts as a partner. With the services offered
by the consultancy firms in various projects the producer’s software is often challenged by
consultants who have had experience in environments where the software is used
differently. More collaboration in these areas could potentially improve the software, and it
is will not be a surprise if the two companies form a partnership in the near future.
Competenţe S.A. is known to have entered into such partnerships in the past, even though
their opportunity remains questionable.
“Collaboration is most likely to succeed when people and organizations connect with one
another in a sense-making process that does justice to the relevant interests and is targeted at
a significant ambition. The major challenge is to create enabling conditions for this.” (Kaats,
E & Opheij, W, 2014).
Working in collaboration with other actors can help companies handle more complex
situations and tap into the resources and competences which are already developed in the
marketplace. Close collaboration also allows room for customization of services by getting
to know better the other’s needs and business requirements. But just like companies should
not transform weaknesses into values for the sake of marketing, they should not make
partnerships only to cover for the loss of personnel and the internal inability of retaining
people. Usually, when a partnership is confirmed officially, both parties engage in a fair
agreement not to compete with each other using non-loyal rules. If for example Atracţia
S.A. enters into an alliance with Competenţe S.A. then the current brain drain from the
software producer to the consultancy firm will have to stop and the consultancy firm will
have to grow competences internally and deal with the same issues as well-established firms
do regarding the rotation of the personnel.
Conclusions
Consultancy firms manage to create important businesses by bringing competent people to
their side with highly competitive salaries, with small structures that benefit from fewer
management layers. Such firms offer their employees the ability to take part in success
stories, to change projects and countries without changing the employer, to learn various
systems in various environments and to team up with the best people in the target industry.
Even though consultancy firms hire also young people, they mostly look out for experienced
professionals who can quickly adapt to changing situations and to various projects. Large
companies are a great place for young talent to start out and learn how a company functions,
the role of each department, the market and its clients; after this, when they are better
equipped to be autonomous, they can select to develop in smaller firms (with more flexible
structures). As the CEO of Atracţia S.A. put it: “Acquiring competencies/human resources
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from the target producer may not always be our main ‘provider’ but they will definitely
continue to be a great source of talent now and in the future.”
We could summarize the businesses of small consultancy firms as easy money, but for this
short-term success to last the top management of such companies needs to be very careful.
Only buying competences from the well-established companies does not guarantee a solid
business model, a well-defined corporate culture, loyalty or resilience. It is indeed easier to
buy competences, but money is not the only motivation of employees and companies suffer
from personnel mobility more than ever before, regardless of their size or business model.
In the financial software industry there are some success stories in which smaller
consultancy firms have grown and have formed partnerships or alliances with the software
producers, but without sharing common goals and without facilitating exchanges between
the two parties and between the parties and the clients, such partnerships or alliances cannot
resist in time.
We can make a parallel between the universal principles of good governance and the
principles governing a fully operational network (Graham et al., 2003; Assens, Ch. and
Courie Lemeur, A., 2016): legitimacy, orientation, efficiency, accountability, and equity
(equality and impartiality). Partnerships between software producers and consultancy firms
should in theory respect these principles, but in reality the business model of consultancy
firms is not always rational, it is not always oriented towards the benefit of the network, and
accountability is not necessarily the main focus; just like the difference in size does not
guarantee the equity of the relationship. However, the good aspect about the IT industry is
that geographic boundaries are no longer obstacles for the creation of relationships between
organizations and cultural differences, although present between regions, tend to be subdued
by capitalism, be it ‘predatory capitalism’, ‘alliance capitalism’ or any other type of
capitalism (depending on the researchers to which we refer).
Further research could be done to confirm or not the ideas presented in this paper. Firstly,
the development of competences remains interesting for most companies, but few of them
allocate the resources and time to properly implement it. Secondly, competences can be
linked to the external environment and the widespread of technology and the extent of
globalization give plenty of examples of partnerships and alliances to researchers. Such
partnerships can be followed in time and their stories can be analyzed thoroughly before
concluding if they are beneficial to both parties and to the environment in which the two
companies operate. The example given in this paper is not a partnership, per se, but pretty
much operates like a partnership. Reality has shown that in order to avoid the drain of
resources, software producers enter into agreements with other companies and form official
partnerships. The effects of such a ‘marriage of convenience’ have yet to be analyzed in
detail by researchers.
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Abstract
The study aims to detect and showcase key drivers of business model innovation in tourism
industry - with primary focus on recent business decisions of big online retailers in the
market. Fundamental changes across the industry results as the ongoing narrative of
digitization, an evolving business trajectory which is at the heart of this study. The paper
consists in an overview on the existing literature and a concise outline of our research. Both
research from professional associations as well as recognized publishers were considered.
Furthermore, market data and available top-level interviews were gathered and processed.
More than 50 publications were analyzed to better understand market development in the
tourism sector. The latest digitization wave has a strong impact on existing market forces
models as well as business model innovation. Our research revealed that main competitors
in the online tourism industry are heavily involved in business model innovation by
continually expanding their products and services. Also, large and growing numbers of
clients are drawn towards well-known and sizeable market. Against this trend, the tourism
industry represents an interesting case for ongoing changes in the retail world, since
customers tend to reduce the sheer complexity of endless online offers and contributing in
creating individual champions in or across market segments. The paper introduces important
aspects of doctoral research concerning business model innovation in the context of
digitization and strategic management. The research was conducted as part of the Research
Centre of Business Administration in The Bucharest University of Economic Studies,
Romania.
Keywords
innovation, strategic management, tourism, business Management
JEL Classification
F61, L21, L25, L81, L83, O30, M16

Introduction
The travel and tourism industry plays a significant role for the global economy. In addition
to the social benefits of bringing people from different cultural and ethnic backgrounds
together, it has significant economic implications with regards to employment and
investments across the globe. Its overall importance is further proved by the fact that the
travel and tourism industry represented 11% of the total GDP worldwide, according to
World Travel & Tourism Council (2017). Given its status as a labor and capital-intensive
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industry, the main question remains to what extend the sector is affected by the latest wave
of digitization.
In order to provide for a thorough assessment, a structured industry analysis is introduced in
the form of Porter’s Five Forces Model. Following a discussion on in its renewed relevance,
the drivers and impacting factors of digitization are introduced to set the stage for the
ongoing transformation across various industries. Given the significance of innovation in the
context of the latest digitization wave, the theoretical framework is further complemented
by the presentation of various types of innovation approaches with a particular focus on the
risks and benefits associated with disruptive forms of innovation. The final part of the paper
focus on current trends and changes occurred in the travel & tourism industry. In this
context, both the development in customer expectations as well as the strategic management
challenges of firms in the sector are reflected. Furthermore, the main factors of influence in
the digitized travel & tourism industry are introduced. Lastly, the new winner-takes-all
paradigm in e-commerce is reflected in the constantly evolving business models as
showcased by three of the main competitors in the industry.

Fig. no. 1. Michael Porter’s Five Forces Model
Source: Porter, 1980

Research Methodology
In the light of the nascent stage of research, the paper is the result of a thorough review of
existing research from professional associations as well as recognized publishers.
Furthermore, market data and available top-level interviews were gathered and processed. In
a nutshell, more than 50 publications were analyzed to draw the big picture on recent market
development in the tourism sector. Existing market forces models as well as business model
innovation clusters form the basis for essentially defining the strong impact of the latest
digitization wave. Essentially, it is the aim of our research to shed light on the main drivers
steering the current development in the online tourism sector. This can be done by
showcasing the challenges and opportunities from a management perspective as well as the
ongoing trends from a customers’ perspective. As a consequence, we were able to identify
existing root causes, which ultimately shape the future of the entire industry going forward.
Theoretical Framework
Conducting a structured industry analysis is a key component for assessing the overall
attractiveness of any given market. Therefore it is essential to focus on the structural
determinants of the intensity of competition in an industry. The five competitive forces –

252

New Trends in Sustainable Business and Consumption

market entry barriers, threat of substitution, bargaining power of suppliers, bargaining
power of buyers and rivalry among competitors reflect the complexity of the industry
analysis, as all these variables influence on the degree of intensity of competition and
market development opportunities (Porter, 1980; Wheelen & Hunger, 2002; Mellahi et al.,
2005).
The figure above highlights the inter-connectivity between different factors with the four
surrounding variables determining the overall degree of rivalry in the industry. Based on the
factors mentioned above, a strategist is able to rate every single competitive force according
to the companies’ view on the industry to assess whether it is well positioned to operate
successfully in the market or not. The five competitive forces and their key characteristics
are described below:
 Threat of new entrants. New firms on the market are mainly attracted by promising
market potentials. However, due to the fact that these new competitors add additional
capacity to the market, while aiming to gain market share, existing ones are aware and
respond to this challenge. In many markets, entry barriers prevent new companies
from approaching the market. High capital requirements, limited distribution channels
as well as the need for economies of scale are only some of the possible entry barriers
(Porter, 1980; Wheelen & Hunger, 2002).
 Threat of substitutes. A substitute is a product or a service that might be different in
nature, but is nevertheless regarded as interchangeable by the consumer. Bottled
water, for example is a substitute for other soft drinks like cola or lemonade. For
companies it is therefore important to detect potential substitutes and make
adjustments to their strategies, in order to limit potential losses and stabilize their
profitability. The effect of substitutes in an industry therefore cannot be
underestimated (Porter, 1980; Wheelen & Hunger, 2002).
 Bargaining power of customers and suppliers. Customers expect value for money;
therefore it should be one of the companies’ main target to satisfy them as it is a
precondition for profitability. The market place force customers and companies to
agree on a price, which often reflects the desire of companies to sell at the highest
price possible and the customer’s wish to buy at the cheapest possible one. Stronger
demand for quality products at the lowest price possible reduces a firms’ profitability,
which is an indicator for a higher bargaining power and lower profitability of the
entire industry. In this context the bargaining power of customers and suppliers is
closely related, as it is determined by the following factors: buyer/supplier
concentration, switching costs, total possible purchases, product differentiation and
available information about products (Porter, 1980; Wheelen & Hunger, 2002;
Mellahi et al., 2005).
 Rivalry. The degree of competition can either have a stimulation effect or lead to
depressive reactions of firms operating in a sector. In any way, intensive rivalry has
an impact on the overall profitability of the industry. Therefore, the concept of
profitability takes a central position in this framework as one of the main determinants
for businesses. The intensity is strongly impacted by the number of competitors, the
total industry growth, the excess capacity and the diversity of rivals as well as the exit
barriers (Porter, 1980; Wheelen & Hunger, 2002; White, 2004; Mellahi et al., 2005).
Porter’s Five Forces Model has been criticized mostly for being too static, which makes it
less eligible for coping with the challenges of the fast changing business environment.
Hence, scholars like White (2004) looked for ways to overcome the shortcomings of the
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original model by modifying and complementing it. In addition to the point of criticism
regarding the static nature of the Porter’s Five Forces Model, the tool has also drawn heavy
disapproval from Human Resources experts, as they claim that their field of interest is not
properly represented. Furthermore, Porter’s assumption that a firm’s profitability depends
primarily on the attractiveness of the industry in which the company is operating has also
been substantially criticized. Several studies have compared the industry-specific factors
and the firm-specific factors and their impact on profitability. According to this idea, firms’
profitability seemed to depend heavily on skillful management of the individual business
units. However, Porter’s Five Forces Model remains a vital tool for analyzing the
competitiveness and attractiveness of an industry. (Rumelt, 1991; Mellahi et al., 2005)
Despite the criticism on the model, it can still be regarded as a widely accepted and
commonly referenced strategic management tool. Against this background, it is not
surprising that digitization impacts the attractiveness and competitiveness of different
industries. Thus, individual aspects of the Porter Five Forces Model require particular
attention for companies seeking to reap the benefits of winning digital strategies, despite
evident regional disparities in a global context (Narayanan & Fahey, 2005; Grundy, 2006).
According to Hirt and Willmott (2014), the following seven strategic principles with
significant potential for reshaping the competitive landscape apply in the current digital age:
1. New pressures on prices and margins
Digital technologies provide for an increase in price transparency in real time for
customers and shake the fundamentals of the former information deficit allowing
firms in the past to generate higher margins.
2. Competitors emerge from unexpected places
New technological dynamics helped bringing down existing entry barriers which
allows web-based service providers to effectively reach clients without the
prerequisite of building a costly support infrastructure. In the financial industry, small
boutique start-ups have come to haunt cumbersome universal banks by steeling
market share. At the same time, successful online firms venture into new fields of
business by reapplying customer-centric strategies while leveraging their well-known
brands.
3. Winner-takes-all dynamics
Digital businesses make use of network effects by bringing together the right talent, a
good use of vast data as well as engineer friendly and technology-driven cultures.
Ultimately, this leads to a reduction in transaction costs and a better performance on a
per employee basis. This positive, customer-centric environment has the tendency of
creating a virtuous cycle with best in class companies becoming the go-to places for
digital talent and customers alike.
4. Plug-and-play business models
With large online businesses defining winning strategies, third party service providers
often seek opportunities in attaching their businesses to existing platforms. The
reduction in transaction costs and the flexibility of new digital systems allows for this
seamless expansion of services and products.
5. Growing talent mismatches
The growth of automation and artificial intelligence is likely to massively influence
the composition of the labor market and may redefine the fate of most blue and white
collar professions from janitors over bank clerks to doctors. At the same time,
companies are currently struggling to find suitable candidates with creative problem
solving skills and technical expertise at ever greater numbers. Given the scope and
depth of the expected changes, this will most certainly have substantial implications
on public policy issues (Manyika, 2017).
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6. Converging global supply and demand
Online services are available around the globe (to a varying extend). In this light,
customers expect a fully harmonized customer experience which includes product and
service features, service support options as well as smart and easy delivery and
payment options.
7. Relentlessly evolving business models
Digitization is not a sprint, but a journey. Therefore, companies need to accept this
new reality and work towards continually evolving their existing business models.
Solely relying on incremental changes may not be sufficient enough for staying in
business given that other competitors (potentially also from different industries) are
already working on radical solutions for disrupting individual markets.
The last point concerning evolving business models is of particular importance since
companies in their innovation efforts need to find the right balance between exploration and
exploitation. In essence, March (1991) describes it as the trade-off between radical,
disruptive innovation versus incremental, performance-improving innovation. The general
management and handling as well as the benefits and rewards of both innovation approaches
are outlined below (fig. no.2). It showcases that while most initiatives focus on exploiting
existing company capabilities, exploratory projects have the potential to substantially buffer
up the overall profit position of a firm (Kahn, 2012).

Fig. no. 2. Use and benefit of type of innovation
Source: Kahn, 2012

In order to build a bridge to the strategic management perspective and the industry analysis
framework introduced in the beginning of the theoretical framework section, companies
may opt for various different strategies to address the existing degree of rivalry in the
market as well as the impact of digitization. Christensen & Overdorf (2000) identified three
main types of innovation approaches:
 Performance improving innovation (improvements of merit) - essentially
replacing an older model with a newer/better version;
 Efficiency improving innovation (process innovation) - offering a similar product
or service at a better price;
 Market creating innovation (disruptive business model innovation) introducing cost-reducing technology with an improved business model.
Research Contribution
The global travel and tourism industry does not only play a significant role in bringing
together people from diverse ethnic and cultural backgrounds, but it creates substantial
value for the economies worldwide. In this light, the World Travel & Tourism Council
(2017) states that the total contribution of the entire sector to the global GDP has reached
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11% with a total amount of EUR 10,000 billion in 2017. In addition to the overall
contribution to the global economic value chain, the impact of the travel and tourism
industry on employment and investment is equally profound. With the number of jobs
associated with the sector to rise from currently 300 million to approximately 400 million
over the next decade. In parallel, the positive dynamics of the industry provide tailwinds for
total sector investments to grow by an impressive 4.5% p.a. (Sharpley & Telfer, 2016).
The role of online travel and tourism service providers has gained momentum over the last
years and slowly outpaced its brick and mortar competition in terms of volume and total
number of transactions. According to global research firm Phocuswright (2017), online
platforms account for more than 55% of the total transactions with the younger generations
being at the forefront of making use of travel e-commerce options. In this light, 3 in 4
customers are aged 34 or younger (Fuggle, 2017).

Price

Customers
Products

Firms

Convenience

Information

Fig. no. 3. Factors of influence in the digitized tourism industry
Source: own illustration

Given the current momentum in online travel tourism, Fig. no.3 underlines the main factors
of influence in the digitized tourism sector:
 Price - Digital solutions provide almost perfect transparency in terms of prices
available in the market. Additionally, better profitability per employee thanks to
larger volumes to be processed - on the firms’ side benefits both online companies
and final consumers (Hirt & Willmott, 2014).
 Product - The flexibility and inter-connectivity of online retail platforms enable
firms to easily adapt and scale their products and services to changing demand on
the customers’ side. In this context, a well-known storefront may quickly insource
new offers if demand picks-up in the market (Hirt & Willmott, 2014).
 Convenience - E-commerce allows for the ultimate shopping experience 24/7 with
smartphones swiping through different stores within seconds. It is this convenience
factor which makes mobile applications the perfect gateway to customers’ next
travel decision - with 1 in 2 traveler journeys starting mobile (Rijvers, 2016).
 Information - Travel and tourism information available online go far beyond any
sales person recommendation or glossy catalogue picture in a classic travel shop
setting. In addition to comprehensive information and comparison of prices and
product features, crowd-sourced reviews from numerous travelers are available for
potential clients. Firms on the other hand profit from travelers data to customize
even better suitable products going forward (Trekksoft, 2017).
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Given the evolving dynamics described above ranging from anytime, anywhere customer
expectations, a seamless service and support experience as well as a full and ever growing
range of exciting new products at reasonable prices, the entire travel and tourism industry is
under constant pressure to innovate and evolve their business models. A look at some of the
main competitors in the global online travel and tourism industry sheds light on this ongoing
trend.
Table no. 1. Business model development of main travel and tourism platforms
Tripadvisor

Booking.com

AirBnB

Hotels
Private accommodation
Tours and activities

Legend

Flights

Initial field of business

Reviews
Source: own illustration

New field of business

Table 1 highlights the degree of business model development among some of the leading
firms (all among the Top 10 of the most visited online travel sites in 2017) which make use
of the thermic created by the digitization windfall. All firms have created winning plug-andplay business concepts allowing them to swiftly use new business opportunities while at the
same time providing customers with new features and services. At the same time, their
services are available worldwide with clients enjoying a standardized product with easy,
intuitive and accessible payment and support structures. Lastly, in the eye of consumers and
employees alike, they have managed to build a brand which allows them to profit from the
ongoing winner-takes-all market dynamics (Hirt & Willmott, 2014; Souto, 2015; Oskam &
Boswijk, 2016; eBiz, 2017).
Conclusions
The travel and tourism industry has great significance for the global economy - both in
terms of employment as well as in attracting investment. In addition to that, its growth
prospects look promising for the decade to come. Essentially, it is the combination of actual
volume, positive growth trajectory as well as the composition of a labour - and capitalintensive industry that makes it particularly vulnerable to the challenges of digitization.
Against this background, e-commerce market players successfully address these issues by
building flexible and easily extendable platforms, creating a winning working environment
for attracting talented staff while taking an open-minded stand towards business model
innovation. In a nutshell, it is this drive for constant, customer-centric innovation that sets
apart the dinosaurs of the industry from the actual winners taking it all.
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Abstract
At present, the forest area is registered at 97,6% of the national forest fund (INSSE, 2016),
while the national forest fund occupies at the end of 2016 an area of 6.559 thousand
hectares, representing 27,5% of the area country. At December 31, 2016, compared with
2015, the surface of the forest fund registered a slight increase of 4.000 hectares, mainly due
to the redevelopment of the forested pastures and the introduction of the degraded land in
the forest fund, under the conditions of the Law no. 46/2008 regarding the Forest Code,
republished, with the subsequent modifications and completions (NEPA, 2017).
For analysis of illegal logging the authors have chosen method plotting on the map. The
maps are made using a tabular calculation editor on which we superimposed map of
Romania. There are a variety of tools to do this. The novelty is that we chose to realize
themselves that without calling me to cartographers or expensive software. Our objective
was to highlight the geographic regions in Romania where deforestation registered
significant values and these values correlate with the geographical area and population
density.
Keywords
deforestation, forest code, environment protection.
JEL Classification
Q23, Q56, Q58

Introduction
The national forestry fund is made up of all forests, ponds, lands for afforestation, for
cultivation, but also lands that do not contribute to the forest area although they are included
in it (Lupan, 1997), the ownership is irrelevant (According to art.1 Forest Code). According
to the Forest Code, forests are defined as land not exceeding 0,25 ha, covered by vegetation
(According to art. 2 of the Forest Code).
The area of forests increased in 2016 (when it occupied 6.404 thousand hectares) compared
to 2015, by about 0,08%, but decreasing compared to the interval 2015-2014, when the
increase was about 0,2%. The main reason for these increases is due to works of
redevelopment of forested pastures and afforestation of degraded land and vegetation. Thus,
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the regenerated area of forests decreased by 2,6%, respectively by 294 ha, from 28.750 ha in
2015, to 28.456 ha in 2016 (INSSE, 2016).
For the year 2016 there were decreases of the wood harvest compared to the previous year
by 935.000 hectares (Table no. 1), due to the reduction of the treatments for forest
rejuvenation (INSSE-1, 2016).
Table no. 1. Evolution of key indicators in 2016 compared to year 2015 (hectares)
Indicator
name

Million hectares
2013

2014

Total forest
6,539
6,545
fund
Foreground of
6,381
6,387
forests
The wood
harvested
Surface
covered with
regeneration
cuts
Cutting
Surface
regenerated
Source: INSSE-1, 2016, ANPM, 2017

2015

2016

6,555

6,559

6,399

6,404

18,133

17,198

0,098

0,137

0,005

0,004

0,0287

0,0285

2014 vs.
2013
(+6.000)

Differences
2015 vs.
2014
(+10.000)

2016 vs.
2015
(+4.000)

(+6.000)

(+12.000)

(+5.000)

-

-

(-935.000)

-

-

(+38.765)

-

-

(-858)
(-294)

Analyzing the data in the table above, there is an increase in the area of the forest fund by
10.000 hectares in 2015 compared to 2014 and by 4.000 hectares in 2016 compared to 2015,
as well as an increase in the forest area by 12.000 hectares, respectively 5.000 hectares, in
the two time intervals.
One can say that the forest area and forest area grew less in 2016 compared to 2015 the
previous year. In addition, the harvested wood fell by 935.000 hectares, decreasing at the
same time the surface regenerated by 294 hectares in 2016.

Figure no. 1. Area of the forest fund by macro-region in 2014-2016 (hectares)
Source: INSSE, 2017
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According to the chart above, the largest forest floor area is in the Center region, which has
seen increases over the past 3 years from 1263,105 thousand hectares in 2014 to 1263,646
thousand in 2016 (Figure no.1).
Positive developments, in terms of surface, also met the West, Northwest, Southwest
Oltenia and South East regions.
In the North-East Region, the forest area recorded decreases in 2014, amounting to
1.197.659 thousand hectares, and in 2015 it decreased to 1.196.367 thousand hectares. Also
in the South-Muntenia region, the area of the forest fund has decreased from 661 thousand
hectares to 658. 691. The smallest forest area is located in the Bucharest-Ilfov region where
it has stagnated in the last two years to a value of 26.636 thousand hectares.
Of total forest of 6.559 hectares in 2016, 6.404 hectares were covered by forest land, among
which were the following species:
- Softwood: 1.929 thousand hectares (29,4%)
- Hardwood: 4.475 thousand hectares (68,2%)
- Other forest lands: 155 thousand hectares (2,3%) (INSSE - 1.2016)
According to the data presented in the previous table, it can be noticed that the area of
softwood forests during the years 2012-2016, although it did not change greatly, registered
almost constant decreases, the largest being in 2013 compared to 2012, with 8.000 hectares,
but also in 2014 compared to 2013, down by 7.000 hectares.
Small surface changes during the years 2012-2016 can also be seen in the case of deciduous
forests, but having a growth rate starting in 2012 from an area of 4.428 thousand hectares
and reaching 20.416 in 4.475 thousand hectares.
1. Literature review
The state of forest health
The wooded area suffers some changes that are detrimental to its development. These
changes are made by factors such as:
- abiotic factors that include climatic, pest, fire, dust and gas as well as toxic gases;
- biotic factors that include harmful phytopathogenic insects and cryptograms
agents.
In spruce forests, the existence of pests is reduced due to the cold climate, the only affected
trees being injured or injured; and in the case of oak trees the oak is found, hundreds of
hectares being affected by it (Bran, Cimpoeru, Candea, 2006).
It was found that in 2016 the wooded area was affected by different pests. As can be seen in
Figure 2, they are: the action of insects, mushrooms, biotic agents, anthropogenic factors,
atmospheric pollution, etc. The highest share is held by defoliant or xylophage insects, with
53,7% for deciduous trees and 49,8% for all trees. In contrast, the ratio between insects and
fungi is about 25,5%, compared to 21,3% (MAP, 2016).
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Figure no. 2. Symptoms distribution by types of forest pests
Source: MAP, 2016

Another major cause of the premature drying of the trees was climate change, which led to
the appearance of extreme weather phenomena, which besides the drought were excessive
temperatures, abundant rainfall, early or late frost etc.
As a result of the drought, conditions favorable to the development of insects and
cryptogamic agents have been created, which have attacked the trees and contributed to their
drying.
Among the species heavily affected by droughts can be found the softwood stands outside
their natural range, especially those in the eastern part of the country, where the
precipitation deficit was the most pronounced, as well as some deciduous species such as
oak, oak, ash etc. (ANPM, 2017).
A factor that has caused aggressive forest pollution is industry, growing increasingly in the
second half of the 20th century, removing airborne harmful substances into the green space
such as: sulfur dioxide, fluorine, lead , zinc etc. After all the pollutants are summed up, there
are identified severely affected forest areas such as Ploiesti, Copsa Mica, Baia Mare,
Suceava etc., where the health of the trees and the regeneration capacity of the trees are
greatly affected.
Due to the lack of water and excessive heat, the forest area in the south of the country is
severely affected, a phenomenon common in steppe areas. Thus, as shown in Figure 3,
counties in the south and south-east of the country: Teleorman, Giurgiu, Calarasi, Ialomita,
Constanta, Braila, Galati and Bucharest Ilfov record forest areas less than 50.000 hectares at
county level . In the year 2016, in the following counties: Suceava (438.000 hectares),
Caras-Severin (421.000 hectares) and Hunedoara (317.000 hectares) and 200.000-300.000
hectares in the counties: Arges (277.000 hectares), Vâlcea (271.000 hectares), Bacau
(270.000 hectares), Harghita (264.000 hectares), Neamţ (262.000 hectares) and Maramureş
(260.000 hectares) (INSSE - 1, 2016).
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Figure no.3. Area of the forest fund by counties in 2016
Source: INSSE – 1, 2016

According to a study on the health of the green space in high areas, there was a decrease in
the proportions of the affected trees inversely proportional to the altitude; once the 1500 m
threshold is reached, the proportion of affected trees increases.
Forest, state and private property
The property is public or private (Article 135 of the Constitution). The State and its
territorial administrative units may own land and are privately owned, so that state property
may be public or national property (Article 6 of the Land Fund Law 18/1991).
2. Research methodology
2.1. The forestry fund belonging to the territorial administrative units
Due to the implementation of the new Forest Code in 2008, the forested pastures belonging
to the private territorial administrative units were subsequently included in the total area of
the forest fund. In 1989, the Romanian state was the owner of the 100% forest. As a result
of applying the restitution laws for forest areas, a ratio of about 50% of state ownership,
managed by the Romsilva National Forestry Registry and 50% of the forest owned by other
owners, natural or legal persons, has been reached.
Legal entities are represented by associations or foundations, worship units and other forms.
Prior to the application of the retrocession law of forest areas, more than 300 ha of forest
belonged to the worship units, and after retrocession in 2011 it is reported that the worship
institutions have an area of 139 thousand hectares (Bouriaud, 2013).
The average area of forests owned by individuals prior to nationalization was 3.1 hectares,
after the 18/1991 law of the restitutions was 0,56 ha and after the application of the law
1/2000 was 2,2 ha.
An evolution (1947-2016) of the forest fund by forms of ownership varies greatly.
It is noticed that as compared to 1947, in 1990 the surface area of publicly owned forests of
the state increased by approximately 3,4 times, continuing to decrease continuously until
now. The highest decrease is seen in 2013 (versus 2000), the year when the state's public
forest area reached almost half. The decrease continued until the end of 2016, when an area
of 3.194.000 hectares was recorded.
Regarding the surface of public forests belonging to the territorial administrative units, this
has diminished compared to 1947, as it can be seen in the Table no.3, but stabilizing over
the last years to a value of about 1.050 thousand hectares. Instead, they have increased the
private-owned forests of natural and legal persons since 1947 until now, and those in the
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private property of collectivities have reached a very low value, about 7% of what is
recorded in 1947.
A comparative illustration of the distribution of the forest surface area by ownership forms
in the years 1947, 2013 and 2016, can also be seen in Figure no.4.

2016

Figure no. 4. Distribution of the forest fund by forms of ownership in the years 1947,
2013 and 2016
Data source: ANPM, 2017

The main findings
2.2. Anthropic pressure through illegal cuts
In the year 2016 there were 9.444 cases of illegal cuts across the country, of which 5.222
constituted criminal offenses, amounting to an average of 26 offenses and criminal offenses
per day.
Although this value is high, the figure is still a 47% decrease compared to a total of 34.870
registered in 2015, when the average indicated a value of 96 cases of illegal cuts per day
(peak value recorded in the last 8 years) compared to 62 cases per day in the years
2013/2014, when the authorities recorded 45.509 cases of illegal cuts (in 2 years),
respectively 22.755 cutting cases on average in each of the 2 years (Greenpeace, 2015,
2016).
3. Results and analyzes
The data in Table no.2 highlights the counties of the country, in alphabetical order, for
which the number of cutting cases in the 3 years is indicated.
Table no. 2. Area forest fund area and number of illegal cuts in the three years
County
Forest Fund Area
Number of cases of illegal cuts
(ha)
2013/2014
2015
2016

Romania

6.555.112

22.755

34.870

9.444

Source: INSSE, 2017

For analysis of illegal logging we have chosen method plotting on the map. The maps are
made using a tabular calculation editor on which we superimposed map of Romania. There
are a variety of tools to do this. The novelty is that we chose to realize themselves that
without calling me to cartographers or expensive software. Our objective was to highlight
the geographic regions in Romania where deforestation registered significant values and
these values correlate with the geographical area and population (population density). Our
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suspicion was that the size of population and geographical size, relative density forests are
directly proportional to the number of cases of deforestation,
At first sight, we find that our suspicion is partially validated. If initially we assumed that
most illegal forest cuts are made in high areas, the map shows that there are several
counties, such as Dolj and Olt, which although they are located in low altitude areas, record
high values in deforestation illegal.
The similarity with Greenpeace's maps confirms that the tools we use are properly used and
calibrated. Over the map of deforestation we chose to overlap the population density. The
map made by us using the spreadsheet utility is shown in figure no.6.
For the understanding of the deforestation phenomenon, we have also taken into account the
density of the forest fund. On the map made by us, the density of the forest fund is presented
as follows (figure no.7).

Figure no. 6. The map of illegal deforestation - 2016 and the forest fund area
Source: Own contribution

The overlapping of the cases of illegal cuts in the years 2014, 2015 and 2016 over the
population density and the size of the forest space reveals that only partially the dependence
of the cases of illegal deforestation on the population number and the afforested area is
confirmed (Figure no. 7).

Figure no. 7. Illegal logging in forest area and population density
The volume of illegal logging of timber from forests
In 2016, they harvested 17.198 thousand m3 (gross volume) of wood, 935 000 m3 less than
in 2015. The volume of timber harvested in the last four years can be seen in Table no. 3.
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Table no. 3. Volume of harvested wood in the period 2013-2016
2012
2013
2014
2015
2016
The year
Volume of harvested wood - 19.081
19.282
17.889
18.133
17.198
total (thousand m3)
Source: INSSE, 2017

In 2016 the volume of timber harvested was 9,9% lower than in 2012. Figure no.10 below
shows the development in timber harvesting between 2012-2016.
It shows a considerable decrease in wood harvesting periods 2013-2014 and 2015-2016 and
a slight increase in the periods 2012-2013 or 2014-2015.
Conclusion
The volume of wood that is harvested each year from forests
This volume is predominantly foreseen by the forestry arrangements, and the method of
calculation is made according to the volume of wood that is harvested, specified by the
forest arrangement and depending on the life of the forestry arrangement.
There are also unforeseen situations where the possible volume of harvested wood is higher
because the surface that has been affected by storms, invasions of insects and drylands is
increasing compared to the annual harvest volume. This is only allowed through the
authorizations given by the competent bodies managing the situation in the forestry.
The factors that determine the total volume of illegal cuts are the volume of deforestation
and the amount of compensation. The method of calculating the volume of deforestation is
based on the incomes from the harvesting of the wood and those from the deforestation.
The volume of illegal logging of timber from forests
In 2013, the value of illegally extracted wood from the forests caused a damage of almost 4
million euros, namely 17.400.600 lei to the Romanian state, amounting to a volume of
120.890 m3 of wood. The county where the largest volume of 21.140 m3 was extracted is
represented by Maramures, and in three other counties the volume of de-scaled wood has
reached the threshold of 10,000 m3. Therefore, according to official data, the volume of
illegally cut wood in Romania during 2009-2012 was 201.432.901 m3.
According to the National Institute of Statistics, which provided data from 2012 on the
volume of legally harvested wood, it results that it was harvested by 380 m3 more than the
previous year. In 2012, 19.080 thousand m3 were harvested. Compared to 2008, the legally
harvested volume of logs registered an upward trend of 15%. The same ascending trend is
also found during the period 2009-2012 with a percentage of 10%, the rise period being
2010-2011 (National Institute of Statistics - Statistics of Forestry Activities in 2012-2013).
According to the data provided by INSSE, Suceava was the county with the highest volume
of harvested wood, 2.600 m3, followed by Neamt county, which was 1.241 m3, Harghita
983,9 m3, Mures 921,2 m3, Arges 794,3 m3, Caras-Severin county 779,7 m3, Maramures
707,2 m3 and Vrancea county, with a volume of 568,4 m3.
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Abstract
Every company is preoccupied with attracting and keeping employees. In doing so, each
company has to solve the ergonomic problems encountered, as they have a major impact on
employees. In this paper, the authors aim at presenting a new application of the QFD
methodology (specific method of Quality Management) in the ergonomic intervention, so
that the intervention becomes clearer and more concise and gives precise results. The
authors propose four Houses of Quality in cascade designed to solve an ergonomic
intervention taken as a case study to illustrate the successful use of QFD in the study. The
authors believe that using the QFD methodology in cascade helps refine decisions in case of
ergonomic intervention and highlights the most advantageous solutions. We mention that we
do not propose to solve a concrete case of ergonomic intervention, but we provide an
example of how to use the QFD tool in an ergonomic intervention, applicable to any work
activity.
Keywords
Ergonomics, Ergonomic intervention, House of Quality, QFD, Continuous Improvement
JEL Classification
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Introduction
Ergonomics studies and also understands work enviroment and aims to propose ways to
improve working conditions. Ergonomics is the science that promotes stress and fatigue
reduction, increase comfort, quality of working life and compatibility of human beings with
the environment. Ergonomics is a discipline in constant evolution due to development of
scientific knowledge about humans (Căruţaşu et al., 2017). The goal of ergonomics is to
transform work in order to improve it. The aim is to find out what is not working well in
order to improve it, but at the same time it must maintain what works well and keep this
state in the future. Generally, the Quality Function Deployment method (QFD) is used to
identify critical attributes and to create a specific link between thes attributes and the design
parameters. In other words, QFD makes visible and measurable link between the discovery
requirements and the solutions founded (Valter & Duca, 2015; Valter et al., 2015). Matrices
are used to organize information to help the management team to Visualize better and
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answer three primary questions: What attributes are critical? What parameters or solutions
are important in meeting those attributes? What should the parameter or found solution
targets be for the new analyse? The authors believe that by applying the QFD methodology
in ergonomic intervention, this process will become clearer and more concise, providing
precise results.
1. Literature review-definitions and theories
1.1 Ergonomic intervention concept
Ergonomic intervention has been designed to help better understanding and transformation
of work situations. To do so, ergonomist must understand very well the person during his
activity, understand the person’s work, and also the consequences of performing work.
Ergonomic intervention makes continuous improvement necessary to achieve success and
market competitiveness (Androniceanu, 2017a). Ergonomic intervention starts from
knowing the individual's activity. Thus, who analyzes the activity of the individual must
have general knowledge of how "it works" as a "person" (from the point of view of
rationality, biological rhythm, etc.) and to analyze him in relation to his tasks at work and
with labor situation in which the individual works. (Vallone et al., 2015). Ergonomic
intervention models have evolved over time; the approach to key concepts of ergonomics as
the variability of work situations has developed in the 2000s (Coutarel et al., 2015, Naddeo
et al., 2013). In order to develop an effective action plan, when starting an ergonomic
intervention, the ergonomist studies the expression of the existing work situation in the
company and proposes new targets in solving the working situations through a new
interpretation of the difficulties encountered (Daniellou, 1996; Naddeo et al., 2017; Enache
et al., 2014). Based on changes in social demand as well as the increasing complexity of
intervention practices, authors as (Garrigou et al., 2001; Daniellou, 2003; Hubault &
Bourgeois, 2004; Beguin, 2007; Guérin et al., 2007; Coutarel & Petit, 2009; Androniceanu,
2017b) insist on defining steps and ways that are required in situations of ergonomic
intervention.
1.2 Stages in the ergonomic intervention process
During ergonomic interventions there may be tensioned, contradictory situations, even
conflicts between participants. Therefore, it is necessary to create constructive conditions of
absolutely necessary social dialogue, centered on work and activity, as well as organizing
the collective action of the participants. Also, the ergonomics and the ergonomic profession
have been marked by the approach of the ergonomic intervention developed in the paper
(Guérin et al., 2007; Di Pardo et al., 2008; Androniceanu & Ohanyan, 2016), in which the
authors show the importance of participation in the different phases of the intervention
(demand analysis, pre-diagnosis, diagnosis, recommendations, etc.). In the paper St-Vincent
et al., 2014, the authors present the basics of ergonomic intervention, composed of the
ergonomic representation of work situations and also the representation of the ergonomic
intervention process. Also, the authors approach the presentation of the step-by-step
ergonomic intervention process, emphasizing the iterative aspect of this multi-looped
process. These stages are presented in fig. no. 1.
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Fig. no. 1 Steps and deliverrables in ergonomic intervention process
Source: Adapted from St-Vincent, M., Vézina, N., Bellemare, M., Denis, D., Ledoux, É., and Imbeau,
D., 2014. Ergonomic Intervention, ISBN: 978-2-89631-725-7- IRSST

Often, ergonomics is not considered as a tool for continuous improvement (Nunes, 2015).
This attitude results from the fact that ergonomics is considered only for experts and is not
passed on to all workers within the organization.
1.3 The House of Quality
The "House of Quality" is the basic design tool of the management approach known as
Quality Function Deployment (QFD) (Larson et al., 2009; Hauser, 2015; Tapke et al.,
2003).
House of Quality is a grid that provides the means for inter-functional planning and
communication.
House of Quality is an approach that captures the "customer's voice", its needs and
expectations, in order to prioritize requirements, and which takes into account market needs,
identifying where quality efforts are needed. On the roof of the house are identified the
correlations between the different functions or solution found.
By interpreting the obtained matrix, we identify the correlations that solve the problems.
Industrial applications were generally limited to a single QFD matrix. The QFD goal should
generate a second House of Quality, based on the elements of the first house, to further
clarify the requirements of the clients. The process may continue in a third and a fourth
house, taking the "hows" of a house in the "whats" position of the next house. An example is
shown in fig. no. 2.

Fig. no. 2 Cascade of QFD – evaluation matrices
Source: Hauser, J. R. and Clausing, D.P., 1988. “The House of Quality“, Harvard Business Review,
May/June
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2. Research methodology
In our paper, starting from the stages presented by (St-Vincent et al., 2014), we propose a
schematic solution performed using the QFD quality tool, cascade variant, which facilitates
the passage of ergonomic intervention stages. This solution is valid for any situation that
needs to be analyzed and the authors believe that using the QFD methodology in cascade
helps refine decisions and highlights the most advantageous solutions.
Ergonomic intervention stages are adjusted according to the actual situation encountered.
The exemplification of the proposed method was done for the activity of manual handling of
the masses because this work is found in almost all sectors of activity and in most jobs with
a high frequency in construction, commerce, agriculture, logging, harboring, etc. The
proposed method can be applied for any job, taking into account the specificity of the
analyzed site.
The work situation chosen for the example is simplified in order to make an easy-tounderstand presentation, following that in the application of this method to take into account
the situation in its full complexity. The proposed method facilitates solving the problem by
highlighting the compatibility of the ideas that emerged from the brainstorming meetings
between the management and the workers. We mention that we do not propose to solve a
concrete case of ergonomic intervention but we propose to give an example on showing how
to use the QFD tool in an ergonomic intervention for any work activity.
The QFD chart in cascade allows finding the best solutions to solve ergonomic problems
because it is always selected for a new House of Quality the most important HOWSsolutions found named “B”, which are treated as requirements in the next House of Quality
as element named “A” (see this in the figures that follow in this work). In fig. no. 3 is
schematically presented the method discussed below. The authors propose four Houses of
Quality designed to solve an ergonomic intervention taken as a case study to illustrate the
successful use of QFD in ergonomics schematic presentation of the study proposed by the
authors.

QFD-1
a)

QFD-2

QFD-3

QFD-4
b)

Fig. no. 3 a) Using four QFD in cascade b) The symbolism used in the case study
proposed by the authors
Source: Authors

2.1 Case study – Ergonomic intervention in manual handling of loads
Further, the authors present a case study to exemplify the application of the QFD
methodology in ergonomic intervention when handling masses. We propose to build the
first House of Quality (as seen in fig. no. 4) corresponding to the first two stages of an
ergonomic intervention presented by St-Vincent et al., 2014 (see fig. no. 1). This will lead to
a better understanding of the problems of ergonomic intervention, of the characteristics of
the work place, and to a better understanding of the context, by helping the ergonomist to
lay the foundations for the intervention. Also, in the preliminary investigations we can
retrieve data on accidents at work, occupational diseases, absenteeism, turnover, leaving the
company and their causes, etc. Taking as an example the manual handling of masses, a
number of specific requirements have been chosen (see requirements 1-9 of fig. no. 4).
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Fig. no. 4 QFD no. 1 – Ergonomic problems and situations to analyse
Source: Authors

Interpretation: Classifying and analyzing those presented in QFD-1 allows the choice of
working situations that need to be analyzed and thus prepare the preliminary diagnosis
stage.
We continue with the construction of a new House of Quality (fig. no. 5) in which we
consider the B elements of QFD-1 as elements A in QFD-2.

Fig. no. 5 QFD no. 2 – Preliminary diagnosis and action plan
Source: Authors
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Fig. no. 6 QFD no. 3 – Action plan and solutions
Source: Authors

We propose to build the second House of Quality corresponding to the stages no. 3 and 4 of
an ergonomic intervention presented by St-Vincent et al., 2014 (see fig. no. 1).
The next stage was to build a new quality house (QFD-3, see the fig. no. 6) where the team
that made the ergonomic intervention offers concrete solutions and draws precise tasks for
those interested.
This House of Quality proposes the concrete solution of the ergonomic problems found at
QFD-1 and it is noticeable that it has the same valences as stage 5 of the schematic
presented by St-Vincent et al., 2014.
We propose to build the last House of Quality (QFD-4) as an additional verification in the
loop to highlight the solutions that have the greatest positive impact (see the fig. no. 7 and
the legend of the signs in fig. no. 3) on the ergonomic problems encountered.
3. Results
The authors have noticed that this verification in the loop brings to light another kind of
connection between the solutions found at QFD-3 (items B3) and the problems to be solved
(items A1 from QFD-1). Fig. no. 7 shows a new symbol (two stars on a red background)
which highlights the strong link between the solutions found and the ergonomic solutions to
be solved, but with negative impact for the company which can generate additional costs for
the company or lead to delays in product delivery.
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Fig. no. 7 QFD no. 4 – Loop verification
Source: Authors

This QFD-4 offers a sharp perspective to the team in that it clearly shows the issues that
need to be further focused and we propose this additional stage in the analysis of the
ergonomic intervention.
Therefore, the management team together with the ergonomists must do research and find
solutions for this strong negative correlation, which I signaled in fig. no. 7.
Conclusions
The paper proposes an efficient method and a better visibility in solving an ergonomic
intervention starting from the stages presented by (St Vincent et al., 2014).
The authors believe that using the QFD methodology in cascade helps refine decisions in
case of ergonomic intervention and highlights the most advantageous solutions.
It is to be noticed that the last phase of QFD-4 that author proposed in solving an ergonomic
intervention closes the loop exactly as it is recommended in the Quality Management,
checking if the solutions proposed fall exactly on the client's wishes.
Because of the strong negative correlations highlighted by the method proposed by the
authors, the management team has to make decisions that preserve what was good before
the ergonomic intervention.
The use of QFD in dealing with ergonomic problems also highlights the compatibility of the
solutions found; this compatibility is seen in the "roof" of the House of Quality.
It is worth noting that in our case study there are no incompatibilities between the solutions
found in the cascade (B1, B2 or B3).
Stablishes clearly what the work team is focusing on, in order to make visible improvements
in the workplace.
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The authors used the QFD in the simplified version, but in order to solve any ergonomic
intervention, the management team can use the House of Quality in full version, given by
the specialized literature.
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Abstract
The present paper is a result of a survey-based research aiming to describe the preparation
of handing over German small and medium enterprises within family owned businesses.
The purpose of this paper is a practical contribution of planning and implementing the
handover of a family owned business from old to new management. The article shows that
experience of the management, former owner profile, old and new management leadership
style, age of entrepreneurs, reason of transfer, education of successor or internal
communication of the future transfer are key elements when it comes to internal handing
over within a small of medium family owned business. Consequently, the connection and
influence between those factors is high and has a major effect within the organizations.
The findings are based on an analysis of a field research study of about 18.196 German
family owned organizations. The results of the research, based on a questionnaire were
confirmed by a thoroughly literature review of recent scientific papers on handover planning
within family owned businesses.
Keywords
Handover, family owned business, knowledge transfer, internal communication
JEL Classification
M5, M12

Introduction
Transfer of a family owned business can be challenging for any organization and a good
succession plan is critical in order to continue the activity of the company without affecting
the production or services. During the period of generational change, both old and new
management have to face a lot of challenges (Schmithausen, 2012). However, this sensitive
process can be conducted with a careful and detailed planning and by choosing the right
successor, being compatible with the company and management style. The handover phase
is one of the most critical phases in the life cycle of a company with a lot of risks linked to
the activity of the company.
The causes of the succession problems are varied and the challenges are investigated in the
below presented results of our questionnaire. As such, we consider that a further research is
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needed in this area, including the factors that influence this transfer phase faced in German
family owned businesses.
This article discusses and presents an analysis of the preparation of German small and
medium enterprises for a family internal handing over.
Research context and interested issues
In the German economy, family owned businesses have a special importance. Only in the
manufacturing sector, which all of us would tend to say that is controlled by multinational
companies, 90.431 out of 107.094 are family owned businesses. Most of the German family
owned businesses are small and medium size enterprises (SME). Also, the majority of the
German enterprises are part of the SME sector, which includes all those companies with an
annual turnover lower than 100 million euro. Most of those family owned businesses are
managed by family members and handed over to two or three generations already (Del
Giudice et al., 2011). Our questionnaire collected data also with regards to general
information about the company, such as year of building, turnover, number of employees
etc.
In the last period, relationships and conflicts within family owned businesses became a very
popular topic (Collins & O’Regan, 2011b; Sharma 2008; Sonfield & Lussier, 2004). In the
researched studies, two topics appear to be especially important when it comes to succession
of a family owned business. The first one is represented by the harmony within the family
(Lussier & Sonfield, 2014; Wang & Ahmed, 2004). The second critical issue is the step
back of the old management and totally hand over to the new management (Eddleston et al.,
2008).
Succession of a family owned business can be a tough challenge for the management and
employees. The time frame and a good planning is another issue that has to be considered
when it comes to such a transfer. Sometimes the handover process can be chaotic and even
if this moment is in some cases postponed, this is an inevitable phase for a family owned
business. In many cases the next generation is not prepared to take over and ensure a further
success of the company, while the old management is not ready to step back.
Research Methodology
The basis of this research is represented by a questionnaire separated in 5 different areas.
The first part of the questionnaire refers to general information about the company like
contact details, year of funding etc. This section was mandatory and supported with the
classification of the organizations in small and medium sized and big enterprises.
The second part of the questionnaire included questions about previous or still current
managing director of the organization. During this section we asked questions about the
style of leadership.
In the third part we concentrated on questions about the successor. The knowledge and
background were key topics for this section. The successor’s educational background and
experience gained by working in other organizations were significant elements we wanted to
consider in our research.
In the fourth part of our questionnaire we concentrated on the actions, strategies and
planning of the hand over process. Also, the usage of internal and external support will be a
topic for this section. Also, in the last part we asked for opinion about what the respondents
would improve in their organizations and how they would manage the process if they would
have to repeat the experience of hand over/ takeover of an organization.
The invitation link to our questionnaire has been sent by email to a total of 18.196
organizations. The received database was well structured and up to date, so that only 115
mails were not able to be delivered. Within the first 3 days, 63 persons answered the survey,
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so the force to answer a web based online survey for which the invitation has been sent by
mail is quite low.
Findings
The employees are the essential element for a business to function. Depending on the size of
the organization and on the type of their activity, the number of employees may vary
accordingly. Most of the businesses we questionnaire are owned and managed by families.
Depending on their purpose, we can split the organizations in five main categories:
companies with limited liabilities, one-man business, open trading companies, joint stock
companies and limited partnership. Amongst these groups, the most popular type is
represented by the companies were with limited liabilities, about 67% of the total family
owned businesses in the German market.
Analyzing the data, we collected from the first part of our questionnaire, when it comes to
management of these family owned businesses, we noticed that most them are owner and
sole management companies representing approximately 57% of the entire total of family
owned businesses. This is more than half of the entire total of family owned businesses.
It was visible that there is a positive correlation between the yearly turnover and the number
of employees. This can lead to the assumption, that an organization with more employees
has a higher turnover and a higher balance sheet total, compared to a smaller organization.
When it comes to ownership transfer over the last 5 years, the collected data shows us that
most of the family owned businesses remained in the hands of their originators with almost
36% of respondents admitting a family transfer of the company has not been implements
and is not planned.
However, when it comes to the organizations which already done the transfers and to the
reason they did this move, 79% of the family transfer was predicated on advanced age of the
manager. This is in correlation with the data that indicates that the above mentioned 36% of
the respondents admitted that a family transfer of the company has not been implemented
and is not planned. Another deduction from this data is that the reason behind the decision
of the organizations which already done the transfer had the advanced age of the former
manager. Other reasons for the transfer of the company had as background disease of the
former executive director, death of the former CEO. Only 2% did not indicate the reason of
the transfer of the company or family owned business.

Fig. no. 1. Reason for the transfer of the company
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Even if the business managers left because of advanced age, they remained within the
business to support with consultancy and to guide forward the business. In this way, the new
managers take part of an induction period and the traditional values are passes for
generation to generation. The old manager remained within the workforce and assists in
other duties, so that the business does not suffer crucial changes of losses in its activity
because of the transfer.
We asked how long the old managers have been leading the company. The answers showed
us that these managers have been with the companies for a long time and this have the
salient experience to offer to their predecessor and as well as offer consulting services at
their own free time as needed for the new management. In this way the family knowledge is
maintained, and the business keeps a profitable trajectory. It is important for the
organizations to offer the customers or consumers the same level of quality when it comes
to products or services, independent of the changes that happen within the management
transfer. It happens that within family owned businesses with complete takeover process a
change of the vision and mission occurs. This is the reason why most of the employees’
express fear and concerns when it comes to changes within the board. Nevertheless, we
discovered three categories for the duration of the old mandate: 10-20 years, more than 20
years (with a percentage of 83%) and 1-5 years.
In the second part of the questionnaire, we concentrated on issues concerning the previous
or still managing director of the organization and on the leadership style. When we asked
our respondents to describe the former owner, 36% of them answered that they had a
patriarchal leadership style. 30% of the family owned businesses have a cooperative
leadership in place, while 12% are believed of having an autocratic leadership and 16% can
generally be described by a charismatic leadership style.
The third part of our research concentrated on questions about successors. When we asked
to whom the company was handed over, the data collected indicated that the management of
a family business was most likely to be passes on to another family member. Not less than
84% of all family businesses will be handed over to the sun or daughter of the current
director. It is important to mention we can correlate this to the kind of leadership which was
in most of the cases cooperative or patriarchal for the family owned businesses in Germany.
Our results revealed a typical norm world over in the expectation of retirement age in most
jurisdictions across the globe which is around the age 50-65 years. In Germany, the
retirement age has been capped at 67 years for anyone born after the year 1964 and 65 years
for anyone who was born before 1947. The collected data indicated that 59% of the family
owned businesses in Germany has the propensity to push retirement age beyond 65%. This
large representation is then most likely to encompass businesses that have cooperative
management and patriarchal leadership styles from the previous presented question.
As mentioned above, 79% of the family owned businesses are transferred only because of
the old age. Further explanation for this can be the notion that the German government is
generally arguing the old German populace to keep work. The experience of the old
management at work may be contributing factor but can be seen as the emotional binding
and having problems with letting the organization in the hand and lead of someone else. The
rest of the data indicates that family owned businesses and early retirement ages of between
40-60 years represent 5% of the total family owned businesses and early retirements of 40
years and below make up 9% of the total family owned businesses.
The choice of suitable successor in the context of professional skill, technical knowledge or
the relationship with the company can be hard when it comes to the hand over process
within a family owned business. For such deliveries to be successful, then the receivers or
successors must have professional experience and knowledge in the same field. The
successors are more likely to be representative of the 37% their apparent of the business has
a specific personal relationship with the company.
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It is more likely that the potential choice for an appropriate successor based on specific
technical skills in a dedicated field represented criteria for 16% of the respondents. We can
correlate this result with the fact that in many hand over cases, the old manager looked to
completely deliver management and decisions to the successor but remained within the
company for consultancy and technical expertise purposes.
Of course, choice of a new manager can vary in terms of reasons and the replacement of the
old manager can be a difficult mission. It also falls under the purview of stakeholders in the
business to sometimes conduct a vote in order to determine the new leadership.
Another important element which has to be considered when it comes to the handover of a
family owned business is the education the successor has. Additional to the skills and
experience, the future leader of the family owned businesses have to fulfil specific
educational conditions, such as: Bachelor’s degree, high school, technical high school,
master’s degree, promotion, middle school graduation or no qualification. It is the
responsibility of the current manager to ensure that the family owned business has to quality
leadership at the helm. 27% of businesses chose a person for the leadership position based
on them holding master’s degree in the relevant are of business specialization. This category
was the highest, followed by the bachelor’s degree as mandatory request for 17% of the
asked family owned businesses. This indicates that the level of competition and complexity
needed to successfully manage to take over a family owned business is very high. In
comparison to the big corporate multinationals, where a global knowledge is needed, the
family owned businesses request their managers to specialize on a specific professional
field. Most probably this is also the reason why the old managers remain within the
company after handing over for pure consulting, being experts in their profession field.
The need for specialization is high within the family owned businesses, being important to
stay on the market and face competition from the corporate multinationals, whose
economies of scale affords them much latitude in terms of bargaining power and costs of
production.
There was also a category of business whose leadership does not request any qualifications,
representing 2% of the market.
The main leadership will normally have as goal to be streetwise and smart and to get
business going.
As part of the successor’s profile, we asked if he worked in another company before taking
over the family owned business. It is generally agreed that before an employee takes over a
management position in a family owned business, they have been working as an employee
for another company. Almost 60% of the respondents indicated that the successors had some
form of employment experience with another company, different from the one they have
been chosen to lead. This indicates that it is important to have some form of experience
before taking over a managerial position. It may also indicate the favored mode of induction
of people who are related to the business where heirs apparent are normally oriented on
management duties for a while in a different company before having to be allowance to lead
their family business. It is also noted that 24% of our respondents have been chosen for
management positions, without working for another company as an employee before. This is
a significant result and may indicate that the old managers trust their successors and have a
good personal relationship within the family business. Only 60% confirmed that they
worked before as an employee with management duties, but for another company. We can
conclude on this part that the individuals had enough experience, gained from their previous
jobs or had a high educational level (bachelor, master’s degree etc.) in order to prove that
they are the right successor who is ready to take over the family business.
We asked our respondents to describe their successors, focusing on the leadership style they
expect from them and more than 65% responded that the entire family owned business
leadership exhibited cooperative management. It is interesting to company this result with
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the one from one of our previous presented questions, where most of the family owned
businesses had a patriarchal leadership style. This was followed by the family owned
businesses with a cooperative leadership style (30%). Here we can deduct that when it
comes to change hands from old to new management, the cooperative style of management
is preferred, in comparison with the patriarchal style, which has been criticized to be against
feminine leadership. Other leadership styles which gained a lower percentage can be
described as patriarchal style, bureaucratic management and charismatic leadership style.
When it comes to knowledge transfer from old to new management, the collected data
indicated that a majority of 43% had planned to transfer just a few departments to the new
management. In this way, they prepared an induction process for the successors. 10% of the
family owned businesses used the support of a professional consultant for the transfer.
Concerning the timeframe of the transfer, most of the family businesses had to strict plan or
period for the integration.
We consider the internal communication is important when it comes to the handover of a
family owned business, so we asked if the company transfer plan was communicated to the
other employees. This is an internal process and the focus is on the communication of the
successor plan. Most of the family businesses had an internal communication process and
planned the transfer internally (27%), while 15% of the respondents said that they
communicated the change only once the new management took over and started. In 17% of
the asked companies, the future management change plan was not communicated, but the
employees thought it. However, there were also family owned businesses where not
communication was done, and the employees were surprised by the new management.

Fig. no. 2. Was the planned company transfer communicated internally?
Open communication and a good planning can have a positive impact on the operating
climate. This has been demonstrated also in the answers we collected, where 53% of the
respondents considered that had a more positive effect on the relationship with their
employees. Only 13% considered that the internal communication had a negative effect on
the operating climate and this result could be explained by the 17% of the company who
chose not to inform their employees about the change and surprise them with a new
management.
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Conclusions
Considering the results of our small research and the studied materials, we can conclude that
it is important to give the next generation the opportunity to get involved as much as
possible in the handover planning and to be encouraged to take decisions before they fully
take control.
To avoid the errors and prepare for the handover steps as planning, empowerment of next
generation, selection of successor, communication and step back of old management are
some simple and important steps to be followed.
Future research questions should focus on a more detailed analysis of the steps the family
owned businesses followed during the hand over process.
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Abstract
Voluntary compliance in the area of transfer pricing has to be encouraged by the tax
administrations all over the world. The widespread of a multinationals structure challenges
the tax systems incorporated worldwide as intercompany transactions may involve many
different tax jurisdictions, each of them with its own set of rules.
The goal of the research is to investigate whether and to what extent taxpayers, part of
multinationals or groups, respect the arm’s length principle and are voluntary compliant
with regard to transfer pricing by verifying if the profit margin obtained in the period
analyzed is similar to other independent companies. The companies analyzed were selected
from the middle taxpayers in the Bucharest region and from the large taxpayer category.
The research observes the number of taxpayers that are voluntary compliant and records a
profit indicator within the range of the independent companies thus respecting the arm’s
length principle.
The conclusions of the research will include what category of taxpayers is more voluntary
compliant than the other within the area of transfer pricing.
Keywords
voluntary compliance, transfer pricing, taxpayers, interquartile range, arm’s length principle
JEL Classification
E64, M42, M48

Introduction
What does voluntary compliance really represents and how can compliance be voluntary if
the law compels compliance? According to Jack Manhire, former Chief of Legal Analysis
for the IRS Office, voluntary compliance is the IRS’s dependence on taxpayers to assess the
correct amount of tax on their returns, file those returns properly and timely pay the tax due.
(Manhire, 2015)
Transfer pricing compliance is among the largest tax risks that tax administrations are
managing but rates of tax recovery resulting from audits and enquiries vary significantly. A
more voluntary compliance approach is an essential step in the process both for MNEs and
for the fiscal administration to increase transparency and develop strong relations based on
mutual respect.
The research aims is to identify whether and to what extent taxpayers, which activate on the
market of manufacture of electrical/ electronic equipment, other parts and accessories for
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motor vehicles, respect the arm’s length principle and are voluntary compliant with regard
to transfer pricing by verifying if the profit margin obtained in the period analyzed is similar
to other independent companies. The taxpayers taken into consideration are part of MNE
groups or were owned for more than 25% by legal entities, making them affiliated entities
according to the national law.
The analysis will cover the period of 2011-2015 and will research the behavior of
companies with regard to tax compliance versus tax planning.
1. Literature review
Tax administrations are required to help minimize the tax risks that affect the reduction on
tax revenues. On the other hand, any tax administration should seek to encourage taxpayers'
voluntary compliance. This reciprocity requires a series of measures prescribed, in most
cases, by tax regulations. These measures are subject to constant improvements in line with
the development of the economy in general and the market as a whole and, in particular, the
way in which taxpayers - entrepreneurs operate. (Cipek & Pereira, 2018)
The reliability of data encountered in transactions related with transfer pricing is frequently
disputed both by practitioners and by academics. Transfer pricing is the most important
problem in international taxation that the governments and the international entities have to
deal with. (Olibe & Rezaee, 2008)
As a consequence of globalization, more and more businesses form multinational groups
which locate activities across countries. This structure challenges the tax systems
incorporated worldwide as intercompany transactions may involve many different
jurisdictions. While there are risks associated with the taxation of group income, e.g. the
double taxation of income, a group structure also offers opportunities for tax planning.
(Lohne et al., 2012)
Although not every country in the world is a member of the Organization for Economic
Cooperation and Development in many of them, when it comes to determine prices and
other contractual relations between associated enterprises, transfer pricing, profit tax
regulations as well as regulations on tax procedures and separate laws, the OECD`s Transfer
Pricing Guidelines for Multinational Enterprises and Tax Administrations represents the
base of the legislative framework for determining transfer pricing.
The approach taken by the EU member states for estimating the price applied to transactions
between associated enterprises is the arm's length principle, which requires that the prices
used in transactions between associated enterprises correspond to the prices that would be
applied between unrelated enterprises for the same transaction.
In the past years, in Romania, tax audits on transfer pricing has increased significantly thus
we believe that the interest of tax authorities is to reduce losses and increase the profitability
of controlled companies. The preventive approach and voluntary compliance are beneficial
to taxpayers when it comes to transfer pricing. Prevention means risk assessment, proper
documentation preparation and transparency in how pricing is set.
Another important issue for the tax administration is how to provide legal certainty for
taxpayers in legitimate tax compliance and avoid long-term court proceedings with
uncertain results both for taxpayers and for the tax administration, i.e. the state budget,
particularly because of the complexity of the transfer pricing issue.
The Romanian regulation is in line with OECD regulation regarding transfer pricing for
multinational entities and for fiscal administrative. It also complies with the line established
by the European Union Joint Transfer Pricing Forum (EUJTPF).
A voluntary compliant multinational has a solid plan with regards to the transfer pricing
policy within the group, most of the times they have one policy with modifications made as
needed to meet specific local requirements, the documentation of the TP file is updated
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annually and it is oriented to the requirements in each jurisdiction where the business
operates.
2. Research methodology
The goal of our research is to investigate whether and to what extent taxpayers, part of
multinationals/ groups, respect the arm’s length principle and are voluntary compliant with
regard to transfer pricing by verifying if the profit margin obtained in the period analyzed is
similar to other independent companies. The taxpayers analyzed activate on the market of
manufacture of electrical/ electronic equipment, other parts and accessories for motor
vehicles which represent the NACE codes 2931 and 2932.
The taxpayers taken into consideration are 60 medium size companies from the Bucharest
Regional Directorate area of administration and also 50 companies from the large taxpayer
category as presented on NAFA website, identified as being part of MNE groups or that

were owned for more than 25% by legal entities, making them affiliated entities
according to the national law.
Because the activity researched consists in production/manufacturing of goods and
accessories, we chose as operating profit indicator the Return on Total Cost (ROTC) which
has the following formula:

(1)
The ROTC values of the entities will be compared with the interquartile range (IQR)
resulted from the ROTC values of a number of independent companies from the same
industry category.
In descriptive statistics, the interquartile range (IQR) is a measure of statistical dispersion,
being equal to the difference between 75th and 25th percentiles, or between upper and lower
quartiles, IQR = Q3 − Q1.
The research of independent companies was made with the database TPSoft. According to
the description of TPSoft, this is the only on-line database in Romania constructed to help,
in any moment, minimize the risk associated with transfer pricing files for any commercial
entity and to prepare it for an audit from the fiscal administration.
The search steps used in the database to find the independent comparables that activate in
the same industry are presented in the following table:
Table no. 1 Search steps for independent companies in TpSoft database
NACE codes
Geographical area:
Exclusion of companies which are owned more than 25% by a legal entity?
Exclusion of companies which own subsidiaries more than 25%?
Exclusion of companies which are owned more than 25% by a person?
Include companies that are part of a group?
Include only active companies?
Minimum turnover ( RON )
Maximum turnover ( RON )
Minimum number of employees
Maximum number of employees
Profit indicator
Research period
Exclude companies that registered operational losses
Source: TpSoft database
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2931, 2932
Romania
yes
yes
no
no
yes
1,000,000.00
none
50.00
none
ROTC
2011 - 2015
none
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After using the search steps, the database returned 19 companies on which a qualitative
screening was made using the following criteria:
- No companies with extreme results for more than a year was accepted. Extreme results
mean that the profit indicator is exceeding a lower limit of -50% or a higher limit of 50%;
- Companies that did not have financial information on all years of the research was
rejected from the final comparative sample.
After the qualitative screening no companies was rejected, leaving the final comparative
sample with a total of 19 companies.
Table no. 2 Interquartile range (1st – 3rd quartile) for the period 2011-2015
Indicator
Quartile
Lower limit (0%)
1st Quartile (25%)
Median (50%)
rd
3 Quartile (75%)
Upper limit (100%)

ROTC
2011
2.32%
4.30%
9.36%
21.15%
46.33%

ROTC
2012
1.59%
5.44%
8.87%
22.95%
35.72%

ROTC
2013
0.81%
4.37%
5.69%
20.36%
44.15%

ROTC
2014
-12.72%
2.29%
4.29%
19.16%
35.15%

ROTC
2015
-5.41%
3.56%
4.62%
13.34%
45.89%

Average ROTC
2011-2015
-0.97%
3.72%
6.40%
19.32%
40.61%

Source: TpSoft database and author computations

The research will reveal how many taxpayers have a behavior of voluntary compliance,
taken into consideration that a profit margin within the interquartile range emphasizes that
the transfer pricing policy and the transaction with the affiliated entities, of the company
analyzed, respects the arm’s length principle and is considered as voluntary compliant
taxpayer that declares and earns a well enough profit margin within the market trend.
The transfer pricing method that was used to compare the profit margins of the large
taxpayers to the independent companies that resulted from TPSoft was the transactional net
margin method. According to the OECD guidelines on transfer pricing the transactional net
margin method examines the net profit relative to an appropriate base (for example costs,
sales, assets) that a taxpayer realizes from a controlled transaction.
3. Results and discussion
In accordance with the IQR resulted from the study made in TpSoft database for every year
of the period examined. representing 2011-2015, as well as for the average of the whole
period, we compared the values obtained by 60 middle taxpayers identified, as being part of
MNE groups or were owned for more than 25% by legal entities, making them affiliated
entities according to the national law, with the range between the 1st quartile and the 3rd
quartile.
The results of the research made on the middle taxpayers will be then compared with the
results of the research made on the large taxpayers, concluding which category of taxpayer
is more voluntary compliant.
Research on middle taxpayers assigned to the Bucharest Regional Directorate
The results were set up in 2 categories:
- YES = stands for the operating margin – ROTC of the entity is in the IQR and respects the
arm’s length principle;
- NO = stands for the operating margin – ROTC of the entity is not in the IQR and does not
respect the arm’s length principle.
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Table no. 3 Results for comparison of ROTC of middle taxpayers with the IQR

YES
NO
TOTAL

ROTC
2011
25
35
60

ROTC
2012
26
34
60

ROTC
2013
25
35
60

ROTC
2014
36
24
60

ROTC
2015
25
35
60

AVG. ROTC
2011-2015
30
30
60

Fig. no. 1 Results for comparison of ROTC of middle taxpayers with the IQR
The results of the middle taxpayers with a value of ROTC that is not within the interquartile
range will be split in 2 categories:
- (L) - if the value of ROTC is under the lower limit of the interquartile range (quartile 1)
then we can conclude that the entity does not respect the arm’s length principle making it a
possible non-voluntary compliant taxpayer;
- (U) - if the value of ROTC is over the upper limit of the interquartile range (quartile 3)
then we can conclude that the entity does not respect the arm’s length principle but it is a
voluntary compliant taxpayer;
Table no. 4 Number of middle taxpayers with ROTC outside the limits of the IQR

L
U
TOTAL

ROTC
2011
27
8
35

ROTC
2012
28
6
34

ROTC
2013
28
7
35

ROTC
2014
18
6
24

ROTC
2015
25
10
35

AVG. ROTC
2011-2015
25
5
30

According to the results of the first research study made on the middle taxpayers from the
Bucharest Regional Directorate we present the following conclusion for each year analyzed:
A) In the year 2011, 42% of the taxpayers (25 entities) analyzed had a ROTC within the
interquartile range while 58% (35 entities) did not. Out of the 35 taxpayers 27 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 8 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
B) In the year 2012, 43% of the taxpayers (26 entities) analyzed had a ROTC within the
interquartile range while 57% (34 entities) did not. Out of the 34 taxpayers 28 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 6 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
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C) In the year 2013, 42% of the taxpayers (25 entities) analyzed had a ROTC within the
interquartile range while 58% (35 entities) did not. Out of the 35 taxpayers 28 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 7 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
D) In the year 2014, 60% of the taxpayers (36 entities) analyzed had a ROTC within the
interquartile range while 40% (24 entities) did not. Out of the 24 taxpayers 18 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 6 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
E) In the year 2015, 42% of the taxpayers (25 entities) analyzed had a ROTC within the
interquartile range while 58% (35 entities) did not. Out of the 35 taxpayers 25 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 10 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
F) For the period analyzed 2011-2015, 50% of the taxpayers (30 entities) analyzed had an
average ROTC within the interquartile range while the other 50% (30 entities) did not. Out
of the last 30 taxpayers 25 had an average ROTC situated under the lower limit of the
interquartile range (quartile 1), making them possible non-voluntary compliant taxpayers
while 5 recorded ROTC over the upper limit of the interquartile range (quartile 3);
Research on large taxpayers assigned to the Large Taxpayer General Directorate
The results were set up in the same 2 categories: YES meaning the ROTC of the entity is in
the IQR respecting the arm’s length principle and NO, the ROTC of the entity is not in the
IQR and does not respect the arm’s length principle.
Table no. 5 Results for comparison of ROTC of large taxpayers with the IQR
ROTC
ROTC
ROTC ROTC
AVG. ROTC
ROTC
2012
2013
2014
2015
2011-2015
2011
YES
21
20
22
34
22
25
NO
29
30
28
16
28
25
TOTAL
50
50
50
50
50
50

Fig. no. 2 Results for comparison of ROTC of large taxpayers with the IQR
The results of the large taxpayers with a value of ROTC that is not within the interquartile
range will be split in the 2 categories:
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- (L) - if the value of ROTC is under the lower limit of the interquartile range (quartile 1)
then we can conclude that the entity does not respect the arm’s length principle making it a
possible non-voluntary compliant taxpayer;
- (U) - if the value of ROTC is over the upper limit of the interquartile range (quartile 3)
then we can conclude that the entity does not respect the arm’s length principle but it is a
voluntary compliant taxpayer;
Table no. 6 Number of large taxpayers with ROTC outside the limits of the IQR
ROTC ROTC ROTC
ROTC AVG. ROTC
ROTC
2012
2013
2014
2015
2011-2015
2011
L
26
27
25
13
21
22
U
3
3
3
3
7
3
TOTAL
29
30
28
16
28
25
According to the results of the second research study made on large taxpayers assigned to
the Large Taxpayer General Directorate we present the following conclusion for each year
analyzed:
A) In the year 2011, 42% of the taxpayers (21 entities) analyzed had a ROTC within the
interquartile range while 58% (29 entities) did not. Out of the 29 taxpayers 26 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 3 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
B) In the year 2012, 40% of the taxpayers (22 entities) analyzed had a ROTC within the
interquartile range while 60% (30 entities) did not. Out of the 30 taxpayers 27 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 3 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
C) In the year 2013, 44% of the taxpayers (22 entities) analyzed had a ROTC within the
interquartile range while 56% (28 entities) did not. Out of the 28 taxpayers 25 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 3 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
D) In the year 2014, 68% of the taxpayers (34 entities) analyzed had a ROTC within the
interquartile range while 32% (16 entities) did not. Out of the 16 taxpayers 13 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 3 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
E) In the year 2015, 44% of the taxpayers (22 entities) analyzed had a ROTC within the
interquartile range while 56% (28 entities) did not. Out of the 28 taxpayers 21 had a ROTC
situated under the lower limit of the interquartile range (quartile 1), making them possible
non-voluntary compliant taxpayers while 7 recorded ROTC over the upper limit of the
interquartile range (quartile 3);
F) For the period analyzed 2011-2015, 50% of the taxpayers (25 entities) analyzed had an
average ROTC within the interquartile range, the other 50% (25 entities) did not. Out of the
last 25 taxpayers 22 had an average ROTC situated under the lower limit of the interquartile
range (quartile 1), making them possible non-voluntary compliant taxpayers while 3
recorded ROTC over the upper limit of the interquartile range (quartile 3);
Limits of the research:
- the ROTC was calculated on the whole activity of the entities tested, due to the fact that
the values/percentages of the related party transactions are not public;
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- the independent comparables were selected with the help of TPSoft database and it was
considered that the primary NACE code is the real principal activity of the companies;
- the comparables from the final comparative sample were accepted and presumed that they
have the same functions and risks as the large taxpayers tested, according to every market
researched.
Conclusions
The present paper proposes a model to see the level of voluntary compliance in the area of
transfer pricing of large and middle companies. The model is based on public financial data,
on qualitative data and on the ability of TPSoft database to identify independent
comparables, based on the search criteria’s imputed.
For every independent comparable resulted from the TpSoft database it was calculated the
profit indicator, in accordance with the type of activity carried out, for every year from the
period 2011-2015, the average of the period the interquartile range as well as the lower
limit, upper limit and the median.
After the IQR was settled for every year of the period examined, as well as for the average
of the whole period, we compared this values with the values obtained by the middle and
large taxpayers identified, as being part of MNE groups or that were owned for more than
25% by legal entities, making them affiliated entities according to the national law.
Based on the research presented we can conclude that both the middle taxpayers and the
large taxpayers have approximately the same level of voluntary compliance with regard to
transfer prices and the arm’s length principle. From the data resulted in the analysis we
observe that in each year the percentage of the middle and large companies that have a
ROTC within the IQR is the same or with a small deviation of 1% to 3%.Also we observed
that in 2014 in both researches the number of companies which had an ROTC within the
IQR was higher than in the other years with at least 18%.
From the average calculations we can conclude that both types of companies, middle and
large, have the same level of voluntary compliance, in each case the percentage of
companies that had an average ROTC within the IQR was 50%.
Possible future research is possible in order to identify the trend of the voluntary compliance
in the area o transfer pricing, regarding the two types of taxpayers analyzed.
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Abstract
Since ancient times, bakery, namely the bread and bakery sector, is one of the most
important sectors of the food industry in our country. As in every region of the world there
are "basic foods" such as rice in Asia, the potato in Western Europe, in our country, bread is
the basic food. However, bread consumption decreases from year to year on the one hand
because more and more Romanians leave the country and on the other hand because new
products have emerged and the consumer has become more demanding in choosing
products. Even under these conditions, Romania occupies a leading position in Europe, to
the consumption of bakery products. Starting from this desideratum, this paper presents a
series of analyzes undertaken by firms specialized in market research in order to determine
the characteristics of consumers of bakery products in Romania.
Keywords
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Introduction
Most of the people consume daily products based on cereals such as bread, biscuits, pasta
and various pastries. Therefore, we can mention that there is no individual who does not
have in his diet at least one product from the assortment of bakery products, whether it is a
simple bread or a derived assortment product, which allows us to affirm that the factories
bread and bakery products have always consisted a basic component of any national
economy (Mencinicopschi, 2005, p71).
Bakery, respectively, bread and bakery products, was one of the oldest occupations in our
country, being an important branch of the food industry. All nutritional guidelines
recommend daily grain consumption. In addition, higher consumption of these products
equates to a healthy lifestyle.
The development of the production and consumption of bakery products led, in the majority
of companies, to a change in the concept of technological processes for obtaining them,
following the transition from the classical technology to the technology based on frozen
dough. According to the President of the Romanian Bread maker (ROMPAN) Aurel
Popescu, approximately 4-5% of the total bread sold in Romania is frozen, the rest is fresh
or packed bread and has a validity of several days, up to 30. (Magda Marincovici, 2016)
.The new technology allows processing of the production peaks to ensure its fluency, as well
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as the possibility of selling the products at the place of production. Although frozen dough
products have a higher cost, their sales increase due to the freshness and possibility viewing
by the customer. The quality of the bread obtained by the frozen dough technology is
generally lower due to the lower volume than that traditionally obtained. In order to
minimize this defect, it is necessary to use appropriate flour, increase the yeast dose and
introduce it to the end of the kneading process, which should be done intensively and with
low temperature. In the technology of making bread based on frozen dough, specialists
consider it unreasonable to freeze the dough because both freezing and defrosting are long
duration processes (Niederauer, 1991).
A strategic orientation of Romanian big bakery producers and distributors, is also the
concern to retain the original features of these products for as long time, to ensure an
increase in food security by using some modern packaging technologies. Thus, packaging of
bread and bakery products through technologies such as vacuum packing (VP), controlled
atmosphere packaging (CAP), modified atmosphere packaging (MAP) are basic strategies
for major Romanian companies. Of these technologies, specialists appreciate that modified
atmosphere packaging is the closest to consumer requirements, to have a non-deformed
product with a fresh, natural product look, with no chemical additives, convenient to use.
The modified atmosphere packaging technique is most commonly used by bakery
manufacturers and distributors in Romania and this consists in replacing the air contained in
the packaging with a gas or gas mixture at the time of packaging and hermetically closing
the product in this environment. Packaging used is gas-tight to avoid gas exchange with the
atmosphere throughout the shelf life (Bordei, D. et al, 2000, p. 287).
According to the Euromonitor report, bread is the product that dictates the performance of
the bakery sector in Romania. (Niţulescu, 2017)
For Romania, the bread is the most important food, so the quality of the wheat grains from
the annual crops in our country is of special importance. Wheat quality is determined by
physical, chemical, organoleptic tests, resulting in useful information on its final
capitalization in a most efficient way (Anon., 2003).
 Regarding the population, we note that the first requirement of the bakery
consumer is to be protected against an unacceptable risk, certification confirming the
compliance of the products and services with the applicable security standards.
 Consumers are also interested in the life of the product and the way the product
meets the intended use. Legislation in the field of foodstuffs is also applicable to products of
the bakery industry and according to these normative acts the economic agents in the field
have the obligation to label these products with the following information: the name under
which the product is sold; the list of ingredients; the amount of certain ingredients or
categories of ingredients; the net quantity for pre-packaged food; the date of minimum
durability; consumer end date (shelf life); conditions of storage or use; the manufacturer's or
distributor's premises (in the case of imported products, the name and registered office of
the importer or of the distributor registered in Romania is entered); place of origin or
provenance of the product (Anon., 2007).
Consumption of bakery products in Romania
Although bread consumption, as the main product of the bakery industry, has declined from
year to year, Romanians will not give up on this food. They will become more and more
demanding in choosing products as they pay more attention to 'healthy' products.
This is supported by the information provided by Ro.aliment (Food Industry Specialists
Magazine).
In the article "Bakery and pastry - a market where consumers are becoming more and more
sophisticated", the author Gabi Niţulescu presents the guidelines on the bakery products
market regarding the consumption of these products. The author believes that bread will
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remain a product consumed by all segments of the population, but consumers will be more
attentive to products, looking for those that are beneficial to health and wellness. Thus, an
increase in the small producers' market share is expected.
According to Euromonitor, in the category of "sweet biscuits", the Romanian per capita
consumption increased from 1.3 kg in 2004 to 2.1 kg in 2014 but is still below the European
average of 3.5 kg per capita in Eastern Europe and 5.2 kg in Western Europe. In recent
years, there has been an increase in biscuit consumption, as snacks or as a substitute for
breakfast.
For biscuits and salty snacks, statistics show an increase of 4.3% in 2015 to 61.000 tonnes)
compared to 2014 and 1.8% as compared to 2010, which shows a consumer orientation
towards salty snacks (Niţulescu, 2017)
According to "Packaged Food in Romania" published by Euromonitor in January 2016,
sales of baked and packaged bakery products registered a decrease of 02% in 2015
(1775700 tones) as compared to 2014, and are projected to reach 1698500 tonnes in 2020.
(Euromonitor, 2017).
Representative of Rompan (Romanian Bakery Employers) told Agerpres that, according to
analyzes, Romanians do not like frozen products, accounting for only 2-3% of bread
consumption. (Agerpres, 2018)
As far as the consumption of pasta is concerned, Romania is not a big consumer, although,
as a result of the influences of the consumption habits of other peoples, it has begun to use
pasta more and more in consumption, mainly using the Italian preparation. According to the
information provided by Piaţa Magazine, most pasta is consumed in the area of Bucharest
and in the west of the country, where there is a large community of Italians.
Trends on the European Union market in consumption of bakery products
Bread production in EU-27 countries is relatively stable in most countries, but there are
some countries where there is a slowdown trend of 1-2% per year in the United Kingdom
and Germany. Bread consumption patterns vary widely within the EU, the average bread
consumption per person per year is around 60 kg of bread at EU level (in 2017).
According to the latest report published by AIBI (The International Association of Plant
Bakeries), bread consumption per person per year in the main countries of the European
Union is the one presented in Table 1 (AIBI, 2015)
In Romania, consumption of bread has decreased year on year, according to Rompan
(Romanian Bread Management Association), bread consumption decreased from 118 kg /
year / inhabitant in 2000 to 96 kg / year / inhabitant in the year 2016, as a result of changes
in Romanian food habits. In recent years, Romanians have become more and more familiar
with foreign cuisine and have become more and more careful in choosing beneficial
products for the body. That is why they preferred to reduce the consumption of bread, which
is rich in calories.
Trends in the consumption of bakery products on the EU market are aimed at informing the
consumer so that there is a full understanding between the producer and the consumer about
the consequences of the consumption of bakery products. We exemplify in this regard the
recommendations of the French Food Safety Agency (AFSSA) on the regular way of
decreasing the quantity of salt in bakery products. They provide for the legal obligation to
be filled by a moral obligation towards the conspirator: "to be informed" (Pamfilie et al.,
2016).
There is already a regulation on poor sodium products and the following indications
regarding sodium content: low sodium content are permitted if the sodium product
percentage is reduced to less than 50% relative to the reference product; low or equal to 102
mg per 100 grams of sodium; very low in sodium less than or equal to 40 mg per 100 grams;
free of sodium less than or equal to 5mg per 100 grams.
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In its recommendations, the French Agency for Food Safety seeks for systematic labeling of
the sodium content in grams per 100 grams of product. French law also allows the indication
"low in sodium" if the percentage of salt does not exceed certain specific values (I.N.B.P.,
2003).
Table no.1 Bread consumption/ kg / man / year in the main EU countries

Country

Consumption
kg / man /
year

Belgium
Bulgaria
Danmark
France
Finland
Germany
Grece
Italy
Romania
Slovenia
Spain
Ukraine

55
95
45
57
42
56
68
52
98
42
37
89

Great
Britan

32

Source:http://www.aibi.eu/wp-content/uploads/draft-AIBI-Bread-Market-report-2013.pdf

Taking into account the way bread is produced, the arrangements for informing the
consumer should be the subject of a full understanding with producers and consumers.
In Finland a label has been developed for a set of foods with the indication "high salt
content". For bread, the salt content in Finland is below 1.3%.
In the UK, a policy of voluntary reduction of salt quantities used in the food industry was
launched. During a colloquy organized by the Food Standards Agency (FSA), the
importance of reducing salt intake for cardiovascular disease prevention, one of the first
causes of UK mortality, was remembered. The maximum amount recommended by the
World Health Organization (WHO) and consumption standards in the United States and the
United Kingdom provide 6 grams / day / person for cooking salt consumption. The amount
of salt found in Belgian bread before 1970 was 18 grams / kg of fresh bread, and the
maximum amount of salt in bread allowed by current regulations in Belgium is 12 grams /
kg of fresh bread.
In France, the average amount of salt used in bread is 19 grams / kg of fresh bread. Current
studies on the perception of salty taste in humans tend to prove a good acceptability of less
salty products.
Research in the European Union countries on the influence of bakery products on consumer
health has led to the creation of dietary products recommended for a particular segment of
the population. Thus, the International Dietetics and Bakery Company, based in Nimes,
France, has been presenting a special weight bag in its stores since 2002. This bread, called
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"Regente," reduces the problems of overweight, and this has been demonstrated by the fact
that daily consumption for two months has a decrease in body fat of 35 millimeters. The
baguette, having a functional health action, contains a complex that is weakened - after a
ten-year research - from edible seaweed and which favors the consumption of triglycans in
fat cells. Black bread made from wheat and rye and whole rye bread seem to have a more
protective effect compared to fruit and vegetable fibers that do not have significant effects.
The trends in the European Union bakery market are therefore aimed at achieving a high
level of protection of health, consumer safety and environmental protection, including
conformity assessment procedures and market surveillance through a system of appropriate
standards and legislation. These guidelines have been and are also a priority for milling and
bakery firms in our country so that products manufactured to meet the quality requirements
imposed by European Union rules can cope with the competition of the globalized market.
In Romania, according to Mediafax, (Mediafax, 2017), Romanians are increasingly attentive
to the product label, searching for "clean and clear labels", namely by looking at the fat
content, sugar content, genetically modified ingredients and salt content.
Thus, in Romania, as in the developed countries of the European Union can be seen a
constant orientation to a healthy bread. More and more demanding consumers are
increasingly turning to brewing and bakery, the simple franchise declining in preference.
Bread is no longer seen as an absolutely necessary product, being increasingly viewed as a
fiber-rich product, absolutely necessary for the individual's health. Nutritionists claim that
whole bread is poorer in calories than white bread and contains three times more vitamins
and trace elements than white bread. (Ziare.com, 2016)
Conclusions
The bakery market is continuously dynamic and the consumption of the main bakery
product, namely bread, has decreased year on year as a result of consumer orientation and
other products in the sector.
At the same time, consumers have become more demanding, more trained, and are
becoming more and more attentive to the label of the product they buy.
In Romania, as a result of the increase in consumers' demand, bakery producers are
increasingly trying to diversify their products, capitalizing on local traditions and, on the
other, militating to educate consumers about other products countries.
Being aware of the European Union's concern for food security throughout the logistics
chain, from the producer to the ultimate consumer, there must also be in Romania the
concern of producers to produce bakery products that meet hygiene and food safety
standards. (Mencinicopschi, 2005, p.41).
Therefore, Romanian consumers of bakery products are becoming more and more aware of
the hygienic aspects of food and market, which requires compliance with hygienic and
sanitary requirements as well as technological ones.
The current trend toward consumer products as natural and as healthy leads bakery
manufacturers to move towards production of products with low fat.
Manufacturers of bakery industry must find ways to diversify products and improve
processes so that they can meet the high demands the best conditions of consumers.
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Abstract
By joining the European Union, the Romanian labor resources benefits of many advantages:
greater flexibility of the labor market and increased job security, the labor market adapted to
the changes caused by globalization, facilitating the transition to a more open, free labor
market, creating new jobs by foreign investments in Romania, which will implicitly
generate the decrease of the number of unemployed by investing in human capital.
Over time, due to the benefits they have, the labor resources in the EU will face an
increasing opening of borders on the labor market, wages will be balanced, and living
standards will improve, so we will talk about development as freedom.
This paper provides statistics on the number of employees, employment and salary levels,
including an analysis based on socio-economic dimensions: the differences between the EU
Member States on the labor market.
The employment rate (short term structural indicator), calculated as a percentage of
employed people out of the total working-age population, is a key social indicator used for
analytical purposes to study labor market developments. As a structural indicator, it brings
clarifications on the structure of labor markets and economic systems, measured by the
quality of employment. As an indicator in the short term, employment follows the economic
cycle, being a delay indicator.
Although a permanent development has been attempted, the conclusion is that the growth of
human resources is limited by a series of obstacles, including the wage bargaining system
and the contribution of the education system.
Keywords
human resources management, employees, employment rate, forms of ownership, salary
level
JEL Classification
J2, J3, M54

Introduction
Integration into the European Union is an advantage for Romania as it guarantees an added
stability and security in this part of Europe. Upon joining the European Union, Romania has
the benefit of belonging to a larger "family" of nations, so implicitly the advantage of
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participating in the single market, new jobs will be created and the quality of life and the
well-being will improve through the alignment of the salaries in our country to those in the
EU. We will also benefit from consular and diplomatic protection from the other Member
States. From the point of view of the labor market, the accession helped us organize
ourselves better, in a totally different rhythm, intensity and discipline of work, the
Romanian citizens having more confidence in their own forces.
The labor market also played an overwhelming role in the integration process, the potential
trigger factors of the economic growth process being important prerequisites for the
convergence of each state. A first important factor in both Romania and Central and Eastern
Europe is employment. Also to analyze the cost competitiveness of the candidate countries
should be followed by labor productivity, which aspires to an upward trend, as well as in
terms of raising wages to meet the criterion of price convergence, so it is necessary to
analyze the labor resources.
If in the European Union member states, human resource management has begun to have a
great importance, labor resources becoming the most appreciated active on the labor market;
Romania is not very good at this chapter, the notion of labor resources being considered
relatively new, putting the issue of the existence of a labor resources management at the
level of the companies.
The state of knowledge
The theories about the labor market, in particular employment, unemployment and salary
are far from being unitary. The european labor resource strategy is quite broad, starting in
1997, the year when the Treaty of Amsterdam was signed, the treaty whereby the European
Union set itself the objective of "promoting economic and social progress, as well as a level
high employment and achieve a balanced and sustainable development, notably by creating
an area without internal borders, by strengthening economic and social cohesion."
(Angelescu, Ciucur, 2005).
The action of European Community, according to Article 2 (European Community Treaty,
2009), means "to promote coordination between the Member States' employment policies in
order to strengthen their effectiveness by developing a coordinated employment strategy".
Within the European Union, it is hoped that the labor market will promote skilled labor
resources, adaptable to new and specialized formats. (Grigorescu, 2010). Also, the labor
market must have the ability to react quickly and efficiently to the evolution of the
economy.
Romania, with a labor market that does not cover job applications from the waves of young
graduates, is trying to reach the working conditions at the level of the European Union,
considering that "the working conditions must be set so as to determine the employees to
remain, and at the same time attract new applicants within the organization. " (DeCenzo,
Robbins, 1988). Greek philosopher Pretoqoras asserts that "Man is a measure of all things,"
man is the key factor in the labor market, being able to integrate any present or future
demands that are aimed at him. Essential in analyzing the workforce is to pay attention to
the changes that follow with great rapidity, must be permanently adapted to the new, able to
support the change, which means having multiple professional competencies, the labor
resources being vital resources for organizations.
The characteristics of the Romanian labor market versus the EU - challenges
In Romania, the main methods for increasing labor demand were: the creation of new jobs
through various amendments to the Labor Code (extension of the probation period, use of
short-term contracts, flexible working hours), introduction of the single rate taxation, as well
as improving the qualification and re-qualification programs of the unemployed. It is also
important to increase the mobility of labor resources and to introduce an article on prudent
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wage policy in the Labor Code (the article aims that both the work done and the productivity
should be remunerated through efficiency bonuses and also the remuneration overtime).
(Ciucur, Popescu, 1996).
Due to the status of EU member state, Romania has to adapt to the conditions imposed by
the community on the labor market, because this is the only way to ensure the
harmonization of labor resources (Grigorescu, 2006). Compatibility of the workforce with
the requirements of the European Union mainly aims at a policy of change, structural
adjustment of the economic, cultural and political environment, environments that are in a
permanent process of change.
For a better launch of Romania in the race for European integration it was necessary to reevaluate the performances in various fields, but in particular it was necessary a careful reevaluation of the labor market. With the integration into the European Union, a series of
challenges have emerged regarding the compatibility of labor resources in the two markets:
general challenges (stopping the demographic decline, accelerating the growth of the
employed and active population in the total population), specific challenges The European
Council in Lisbon, which aims to achieve values set for 2010: 70% total employment rate,
over 60% women's employment rate, 50% employment rate for older people) and strategic
challenges (in the perspective of sustainable development – the need for a new one, the
structure of employment based on increasing productivity and labor cost. (Dobrota,
Aceleanu, 2007).
Human resources management on the labor market
The human resource, an essential resource at the organization level, can be conceptually
analyzed in two ways: human resource or personal. Although the two concepts seem similar,
the orientation is different. If the staff is composed of the employees of the organization, a
clearly defined group of people with clearly defined place and tasks, generating a result of
the work as expected, the human resource highlights the specific characteristics of each
employee. When the right conditions are created, human resources are the ones that can
grow and develop a business, being a real source of profit for the organization. (Ivancevich,
Glueck, 1983). But the emphasis should not only be on human resources, but also on human
resource management. At the level of a company, whether public or private, managers need
to be the ones who know how to create the organizational space that is right for the
employees to achieve their maximum potential. (Mathis, Nica, Rusu, 1997).

Fig. no. 1 Human resources management – orientation
Source: Dodu, M., Raboca, H. and Tripon, C., 2013, Human resources management, Typography
UBB, Cluj Napoca
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The working-age population depends on the legal limit of work established at the level of
each state. In Romania, according to the Labor Code, a natural person acquires work
capacity at the age of 16, but can conclude an employment contract as an employee and at
the age of 15, but with the consent of the parents or legal representatives. However, there
are heavy or dangerous jobs, where employment can be done only after the age of 18; these
jobs are set by the Government's decision. These legal work limits are set according to the
degree of socio-economic development of the country concerned: the lesser the country is,
the lower is the limit, and in the case of the developed or developing countries, the lower
limit grows, as more emphasis is put on education and training.
The way in which human resources management helps to streamline the organization's
activity is directly influenced by its most important feature, orientation. The focus of human
resources management activity is on the orientation towards action, orientation towards the
individual and orientation towards the future (figure no.1).
Two other similar concepts, but with a different result from the point of view of human
resources management, are efficiency and effectiveness at work. If efficiency has a tangible
result, measured in productivity at work, so implicitly in profit - money, efficiency can not
be measured directly in money, representing both productivity and employee satisfaction at
work. That's why it is very important how managers implement the human resources
management plan, because employees are the ones who help the organization's permanent
development.
Human resources management must be seen as a development plan that together with
employees and the company creates a whole. The main objectives of human resources
management in the process of organizational effectiveness are:
 Helps the organization to achieve its goals;
 Provide the organization with well trained and motivated employees;
 Use effectively the skills of the workforce;
 Helps to maintain and develop the quality of the work environment;
 Ensure safety and health at work;
 Communicate personnel policies to all employees;
 Helps to maintain professional ethics and equal opportunities;
 Increases the level of satisfaction of the human resource employed at the
workplace;
 Helps to increase the flexibility of the workforce.
If all of these goals are met then human resource management is useful and efficient in the
organization.
A difference that could have a direct impact on the outcome of human resources
management is the type of organization they are part of: public or private. The public
domain is characterized by uniformity imposed by laws and regulations, while the private
environment is more flexible, and a firm can apply a vast model of human resource
management policies. Traditionally, the human resources management department has two
main functions: processing administrative burdens (salaries, allowances, retirement and
other wage benefits), and overseeing compliance with laws and regulations at work. Now,
however, a large number of activities have been added (recruitment, selection and
orientation of human resources, analysis and design of job descriptions, evaluation of staff
performance, employee consultancy for the future of personal care and work relations,
health and safety at work, compensation and benefits specific to the workplace) focusing on
innovation, flexibility and efficiency of the human resource at work.

301

BASIQ INTERNATIONAL CONFERENCE

Employed population by sectors of activity in EU-28
According to statistical data, in Romania out of the total of 4.3 million people employed at
the level of the economy, employees employed in the field of human resources management
hold a relatively small percentage of about 7%, the annual growth rate being 2%. In 2016,
from the point of view of the field of activity, the largest professional category, both in
Romania and in the EU-28, is represented by personal and sales staff. If in Romania 17% of
the total number of employees in the economy, with an absolute value of 8 million people,
in the EU-28 the share is 9.5% of the labor force, respectively 21.4 million people. Sales
employees are followed as a share in the workforce by specialists with commercial and
administrative functions. On the opposite side, the situation is similar in both Romania and
the EU-28, with the lowest share being those in the agricultural sector and workers in the
food processing industry. Agricultural workers account for only 3-4% of the labor force
both in Romania and in the EU-28.
Romania is characterized by a dual labor market, agriculture being a sure way of winning
the existence for the unemployed; this phenomenon is particularly remarkable in the rural
environment, where due to the lack of schooling, the labor force does not meet the demands
of the market or has been eliminated from the market along with the industrial restructuring,
and so quits looking for a job, to do so. This is the reason why a large number of people
prefer "black" work, the real (effective) employment rate, including the informal economy
workers, being difficult to assess.

Fig. no. 2 Number of employees in Romania by forms of ownershiop – thousands of
people
Source: Authors conception based on data from http://statistici.insse.ro/shop/

According to figure no.2, the largest share of employees is recorded in the private sector,
with a share of over 68%, followed by public sector employees by 27% and the remaining
5% by other sectors of activity (cooperative, public).
Although the active population has fallen from 2010 to the present with more than 50,000
employees in the year 2017, there have been major job vacancies in the public sector in
Romania, with about 20000 new jobs being made. According to the Finance Ministry's
report, the number of employees employed by the state reached 1.21 million in December
2017. If we also look at the fact that the average net salary increased by 20% in 2017,
reaching 3700 RON, we conclude that at national level the state has become a top employer.
However, a disadvantage in the labor market economy is represented by the increase of the
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wage bill as a percentage of GDP, in 2017, the highest value in the last decade, 8.3% of
GDP, by almost a more varied percentage from the value recorded last year (7.5%).
In Romania, the employees in the budgetary sector represent 30% of the rotation number of
employees of the economy. According to the data provided in the Romanian Statistical
Yearbook 2016, in the last years there is a 12% decrease in the number of public sector
employees, the highest value being recorded in 2010, and 1.3 million employees. Gradually,
the number of employees in the public sector started to decrease, now their share in the total
number of employees is 15%.
In the private sector, 2010 was also the year with the lowest number of employees, 2.8
million employees, with 64% of the total number of employees in the economy. This was
the year when the financial crisis was felt on the labor market, Romanian and foreign private
companies being forced to significantly reduce their wage costs in order to be able to stay on
the market. Subsequently, the number of private employees started to increase, currently
accounting for 83% of all employees in the economy.
At the EU-28 level, in terms of the share of public sector occupied population in the total
occupied population, Romania with a 15% share is among the last in the rankings along
Italy, Spain and Portugal. Denmark, Latvia, Sweden, Slovakia and Hungary hold the largest
shares of the public sector with 27-35%.
The ranking would look diffrent if we report the employees in the budgetary sector to the
total resident population. In this case, the top is occupied by Denmark, Latvia, Sweden and
Slovakia, with over 100 budget members per thousand inhabitants. Romania ranks 18th with
69 budgets per thousand inhabitants, less than half the EU-28 average of 115 state budgets
per one thousand inhabitants.
Wage level and employment rate in the European Union
According to figure no.3, in Romania, at the end of 2016, the employment rate of labor
resources (expressed as a percentage ratio between the employed population and labor
resources) was 66.2%. Romania records a value below the European Union average in 2016,
with the EU-28 employment rate recording the highest annual average in history, 71.1%.

Fig. no. 3 Employment rate – EU-28 – year 2016
Source: Eurostat - http://ec.europa.eu/eurostat/statistics-explained/index.php/Main_Page

The top ranking of Europe's employment rate is held by Iceland (87.8%), Switzerland
(81.3%) and Sweden (81.2%). The ranking is followed by EU countries with a 70%
employment rate (England, France, Germany, Ireland, Hungary, Finland, Portugal).
Employment rates of 60% are recorded in Poland, Spain, Slovakia, Italy, Belgium, Croatia
and Bulgaria, while employment rates below the 60% level are in the labor markets of
Greece and Macedonia.

303

BASIQ INTERNATIONAL CONFERENCE

In terms of gender distribution, employment rates are higher among men than women, a
trend that has always been seen in the Member States of the European Union. Lithuania and
Latvia are exceptions to this rule, where in recent years the employment rate among men has
fallen sharply compared to the female employment rate. At the EU-28 level, there is a
narrow gap in employment rates by gender. In general, the reduced gap is the result of rising
employment rates amongst women (Spain, Finland, Poland, the Netherlands) or the drop in
employment rate among men (Cyprus, Estonia, Greece).
According to Eurostat statistics, labor trends vary from one country to another. If some
countries have had a steady evolution with a slight increase in the employment rate
(England, Austria, Belgium, Germany, Finland, France, Luxembourg, Romania, the
Netherlands, Sweden), other states have registered high fluctuations on the labor market
(Bulgaria, Estonia, Ireland, Latvia, Lithuania, Poland, Spain). The highest stability in the
labor market was registered in Denmark, Italy, Portugal, Slovakia and Slovenia.
Although in terms of the employment rate Romania does not feel bad (as it can be observed
in figure no.4), the salary position occupies the last positions, with the third lowest EU
minimum wage - 408 euros, after Latvia (400 euros) and Bulgaria (261 euros). With a
minimum gross salary of 1,900 lei, the Romanian employee earns 2.2 times less than the
EU-22 average wage (six EU member states do not have a minimum wage: Austria, Cyprus,
Denmark, Finland, Italy and Sweden) and almost 5 times less than Luxembourg, the country
with the highest gross salary (1999 euros). It should be noted that the major labor market
disparities in Romania versus the EU are registered with entry-level employees, in the case
of specialists there is some balance.

Fig. no. 4 EU-28 gross minimum wage – year 2018 – euro
Source: Authors representation; data from http://ec.europa.eu/eurostat/data/database

Currently, if Romania maintains the growth rate, the Romanian employee would earn 2000
euros/month (the EU's highest gross minimum wage) in about 15 years, as the rest of the
states would keep the annual low rate of growth.
Conclusions
At the request of the European Council to identify the obstacles limiting the growth of
employment, Romania considered it opportune to develop employment-oriented policies,
among the major obstacles in the labor market being the poor functioning of the wage
bargaining system, but and the insufficient contribution of the educational system to the
formation of human capital.
In this respect, the Government of Romania, for the modernization of the Romanian
educational system, has promoted the new law of national education, a law that includes
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provisions which, in the medium term, are expected to create a qualitative human capital
that supports smart, sustainable and favorable growth inclusion.
In order to achieve the best compatibility in promoting employment with the labor market in
the other EU countries, Romania has already implemented a series of measures: achieving a
unitary wage framework in the public sector through the adoption of framework laws on the
unitary salary of staff paid from public funds, but also measures to promote flexicurity and
to promote employment. It also sought to create new jobs by establishing ways in which EU
Member States can encourage employment, reduce wage taxation or better support new
start-ups. The proposals also aimed at identifying the economic domains with an important
potential to create a considerable number of jobs (organic economy, health services,
information technology and communications).
Another key point to be followed by Romania is the link with the Europe 2020 flagship
initiatives. The first initiative is "New Skills for New Jobs", which although launched since
2008 is still underway. It established the Commission's action program to anticipate,
correlate and improve competences. Although it has a very similar name, the major
initiative "A Agenda for New Competences and New Jobs" has a much broader scope,
which includes the necessary steps for the national implementation of the concept of
flexicurity and the measures to lead to increase the chances of integrating people from
disadvantaged groups, older workers, young people and women into the labor market.
The National Qualifications Framework will also be finalized, the Classification of
Occupations in Romania will be reviewed and the development of partnerships between the
education and labor market will be supported, notably by involving the social partners in the
planning of education and training offerings. The Youth on the Move program also aims to
facilitate young people's entry into the labor market through guidance, counseling,
apprenticeships and the setting-up of businesses.
In implementing the Europe 2020 strategy for smart, sustainable and inclusive growth, the
European Commission is a key support point in contributing to the 75% employment target
for women and men in the EU aged 20-64, reducing the early school dropout rate to below
10% and increasing the number of young people in the higher education or professional
equivalent to at least 40%.
The conclusion at the level of the Romanian labor market is that, although it has welltrained work resources, it does not know how to handle it, which is why it has a lot to do
until it becomes a competitive country in the world.
References/Bibliography
Angelescu, C. and Ciucur, D., 2006. The Romanian economy and the European Union. vol.
III. Bucharest: ASE.
Angelescu, C., Ciucur, D. and Aceleanu, M., 2007. The Romanian economy and the
European Union. vol. V. Bucharest: ASE.
Ciucur, D. and Popescu, C., 1996. Transition to the human economy. Bucharest:
Economica.
DeCenzo, D.A. and Robbins, S.P., 1988. Personnel/Human Resource Management.
Edglewood Cliffs: Pretince-Hall.
Dobrota, N. and Aceleanu, M., 2007. Employment of labor resources in Romania.
Bucharest: Economica.
Dodu, M., Raboca, H. and Tripon, C., 2013. Human resources management. Cluj Napoca:
Typography UBB.
Grigorescu,
A., 2006. Marketing
of
public
and
private
affairs
–
a
link. Kybernetes, 35(7/8), pp.1179-1189.

305

BASIQ INTERNATIONAL CONFERENCE

Grigorescu, A. and Bob, C., 2010. Discriminant analysis for the abilities of public marketing
specialists. Regulation and Best Practices in Public and Nonprofit Marketing, p.259.
Ivancevich, J.M. and Glueck, W.F., 1983. Foundations of Personnel. Plano: Business
Publications Inc.
Mathis, R.L., Nica, P.C. and Rusu, C., 1997. Human resources management. Bucharest:
Publisher Economica.

306

New Trends in Sustainable Business and Consumption

THE EUROPEAN UNION AND THE INTEGRATION OF SUSTAINABLE DEVELOPMENT
GOALS INTO COMMUNITY POLICIES: THE COMMON AGRICULTURE POLICY
(CAP)
Grazia Calabrò1, Simone Vieri2
1

University of Messina, (Italy); 2 La Sapienza University, Rome (Italy)
E-mail: calabrogr@unime.it; simone.vieri@uniroma1.it

___________________________________________________________________
Abstract
The Common Agriculture Policy (CAP) has been, for a long time, the main Community
policy and, at present, it constitutes one of the main expenditure items (36.7%) of EU
budget. In 2015, the United Nations adopted a new global development policy based on 17
sustainable development goals (SDGs) to be achieved by 2030, in accordance with the
views of 2030 Agenda. As consequences of this, all Countries have to adapt their activities
to the new general framework of 2030 Agenda, that is to integrate the SDGs under the
internal policies. European Union and their policies, CAP first, must move in this direction.
In the last 25 years, CAP was subjected to numerous reforms. According to these reforms,
the nature of CAP has been changed, but, most of the problems of the past, have not been
removed. CAP remains problematical, especially as regards the distribution of financial
supports, social inclusion, sustainability and food security. All these aspects are of prime
importance for the purpose of adapting to the new set 2030 Agenda goals of environmental,
social and economic sustainability. A new revision of CAP is currently underway and
should be concluded by 2020, so that, it could be implemented from the beginning of the
new financial perspective period (2021-2028).
The aim of this paper is to verify if the PAC review process, currently underway, could be
able to achieve the new global development targets.
Keywords
CAP, agriculture, sustainability, European Development Goals, agricultural development
models.
JEL classification
O13, Q10, Q15, Q18

Introduction
For donations, EU is the main actor of development cooperation policies in the world
(OECD, 2018). For this reason, EU has paid great attention in coordinating its activities, in
order to contribute to the implementation of established international development policies.
In this framework, it is important to remember the commitment of 20 December 2005. On
that day, Presidents of the Commission, Council and European Parliament put signature to a
development policy statement: the so-called “European Consensus” (EC), by which it is
established how EU operates for the achievement of the eight Millennium Development
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Goals (MDG) by 2015. For the first time, thanks to the EC, the EU framework of common
principles for implementing development policies was defined (Bretherton and Vogler,
2005).
In particular, it was expected that, over the development cooperation policy to be supported
under the MDG, the primary objective, for both the EU and the Member States (European
Parliament, Commission, Council, 2006), was poverty eradication in the area of sustainable
development. To this end, all activities supported should have been inspired by the EU
principle of the promotion of the common values (European Commission, 2005).
An important point of the EC was, and still is, the principle of complementarity between the
EU development cooperation policy and those supported by Member States.
The development cooperation policies are one of the pillars of European foreign policy and,
consequently, the maximum consistency and complementary, both between the actions of
Member States and EU, need to be ensured.
The need of joint actions between EU and Member States is reinforced, in 2015, by the new
international framework. In fact, at that date, the United Nations (UN) have issued the
statement “Transforming our world: the 2030 Agenda for Sustainable Development”. The
2030 Agenda for Sustainable Development consists in 17 goals also developed in 169
targets to be achieved in 2030, the ultimate aim of which is to contribute to global
development; to promote the human well-being and to safeguard the environment (UN,
2015). One of the most innovative feature of the UN comprehensive development policy is
the mandatory 17 Sustainable Development Goals (SDG), both for aid recipient Countries
and donor Countries. Consequently, EU needs to adequate its policies to the 2030 Agenda
strategy (Hilpold, 2018).
In line with actions done in 2005 for achieving MDGs, in 2016, European Commission has
submitted proposals for three communications related to: the new European consensus on
development (European Commission, 2016a); renewal of partnership agreement with the
African, Caribbean and Pacific States (ACP); EU sustainability strategy.
Although the principles of the previous EC are confirmed, the new EC aims at greater
integration between 2030 Agenda goals and the European cooperation policy (Gregersen,
Mackie and Torres, 2016), in line with the 2016 EU global strategy of foreign policy and
safety (European Union, 2016a) (European Parliament, 2017).
The mainstreaming of 2030 Agenda goals, in EU and Member States development policy
objectives, involves both foreign and internal policies; the latter because the same EU, being
part of international Community, need to internally ensure the achievement of SDG
(European Union, 2016b).
In fact, there is no question that many of the issues on which the 17 SDG will focus, are
mainly, but, not only, concerning the Developing Countries (DC). It is certain that many
issues, such as extreme poverty and hunger, mainly affect less developed areas. However, it
is also true that the issue of increasing inequality involves every Country in the World and
leads to a kind of serial impoverishment, which resulted in some cases of extreme poverty
and malnutrition. The global relevance of issues related to sustainability, social inclusion,
demographic dynamics, health, climate change, food waste and, more generally, correlated
with most of the 169 targets constituting 17 SDG, is even more evident.
In this context, in November 2016, European Commission has clearly indicated how it
intends to integrate the 17 SDG and the EU policies. In fact, European Commission
presented the Communication “Next steps for a sustainable future European Action for
sustainability (European Commission, 2016b). In this Communication, the ten key political
priorities for EU, as defined by European Council of 26-27 June 2014, have been linked to
2030Agenda targets (General secretariat of European Council, 2014).
In doing so, EU reaffirmed the central role of issues, such as sustainable development, in
European political strategies, as it is, also, stated by art. 21 (3) of the Treaty on the
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Functioning of the European Union. The issue of sustainability concerns both environmental
and socio-economic problems.
In a bid to implement cooperation policies, the Commission would support an integrated
pattern of development combining economic growth, social inclusion and environmental
responsibility.
It is, thus, evident the will to follow-up the Lisbon 2010 Strategy (European Commission,
2010), that, as it is known, was based on the concepts of smart growth and it has already
included all the elements (research and innovation, social and environmental issues) still
basic to ensure the follow-up of new targets.
In order to achieve 2030 Agenda targets, agriculture policies play an important role
(Sadowski and Baer-Nawrocka, 2018). In a sustainable perspective, the consideration of the
rural dimension should be deemed essential, both in Developed and Developing Countries
(European Union, 2016).
In fact, agriculture is a sound basis for a development in Developing Countries, but, at the
same time, in Developed Countries, it is the main sector able to encourage development
models whose bases are territory, sustainable development and social inclusion.
In this respect, it is should be noted that, more than other sectors, agriculture is intrinsically
linked to the three dimensions (economic, social, environment) defining the concept of
sustainable development.
In this regard, emphasis must be placed on the extent to which the agriculture and food
sector are with regard to topics such as: use and protection of natural resources (soil, water);
food security and malnutrition; food wastes and losses; migration and employment;
reducing greenhouse gases and policies to combat climate changes; biodiversity and animal
wellbeing; use of chemicals.
1. The Common Agriculture Policy (CAP) in the perspective of Sustainable
Development
The Common Agriculture Policy (CAP), the establishment of which was specifically
planned in the Treaty of Rome in 1957, had, from the beginning, protectionist purposes.
Most of the EU expenditure was earmarked for budgetary support to agriculture.
Consequently, budget for other policies decreased significantly.
The distorting effect of such a policy was identified at an early stage and a debate on the
proposal of an amendment of CAP was launched from its early stages of implementation.
Both, the blockading attitude of Governments and Member States and the economic crisis
resulting from the oil shock in 1973, stopped the reform of the CAP, that restarted at the
beginning of the decade after. At first, the corrective actions of the CAP were administrative
measures, the aim of which, were to limit production surplus and related costs (Vieri, 1994).
In the second half of the1980s, the scenario, radically, changed. A new trade negotiation
was launched with the inclusion of agriculture, at the time, among the sectors subject to
GATT (Coleman and Tangermann, 1999).
Internally, at the same time, the international change created the background for both the
reopening of the process of European integration and the lighting of new policies, other than
the CAP, respect of which a reshaping was planned (Patterson, 1997).
The inclusion of agriculture in the areas under multilateral trade rules and the reopening of
the process of European integration obliged to review CAP (Swinbank and Tanner, 1996).
This decision on this matter was taken following two decisive moments: internally, the
adoption of the Treaty of Maastricht, posing the foundation for the future monetary union;
on the external front, the Marrakech Agreement of 1994, which linked maintaining
agricultural aid with respect for the rules of international trade. Consequently, the reform of
the agricultural policies provided support that it does not have any effect on production and
trade (Vieri, 2001).
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Following this, since 1992, EU has embarked on a gradual process of CAP reform, that, in
its basic contents, ended in 2005. At that date, the current CAP (Swinbank, 1993), based on
two pillars (income support for farmers and rural development policy measures) was
defined.
Although the two-pillar approach is long-standing (since 1999, to be exact, following the
amendments introduced by Agenda 2000), CAP has been subjected, over the years, to
continuous modifications; the most recent amendments were introduced in 2013 and 2017.
At present, a new review process, which will define the system for the 2021-2028
programming period, is underway.
It follows that, the new CAP will need to be integrated in the broader integration progress of
the 2030 Agenda goals (Matthews, 2017).
The current CAP revision process, as it is normal, has been preceded by an online public
consultation on “Modernizing and Simplifying CAP”, which took place between 2 February
and 2 May 2017, the result of which were presented in July 2017 (European Commission,
2017a). According to the result, the new CAP, on an equal footing with other EU policies,
must maximize the European contribution to 2030 Agenda goals (Elena, 2017).
In the Commission Communication of 11 November 2017 “The Future of Food and
Farming” (European Commission, 2017b), the role CAP can play in order to achieve 2030
Agenda goals is highlighted. Independently from this optimistic consideration, it is
reasonable to assume that, measures in the second pillar, i.e. rural development policy, will,
therefore, make the greatest contribution to meeting the objectives of Agenda 2030.
In this regard, we must bear in mind that SDGs are complex goals, related to economic
policies as well as to social, environmental and territorial ones. It follows that, it is difficult
to assume that actions under the 1st pillar, that consists, mainly, in support for farmers’
income, resulting, indeed, in inequities in the distribution, can be used to achieve the SDGs.
For the purpose of developing the new CAP for the period 2021-2028, a deep
reconsideration of its current aims and measures, in order to adapt them to the 2030 Agenda
strategic framework, is needed.
Notwithstanding the need of obligation to respect SDGs, the reform of the CAP should set
out measures coherent with these goals within the EU, rather that linking the support
granted to farmers with objectives for the poorest areas of the World, first of all, objective 1
(no poverty) and objective 2 (zero hunger).
2. Current status and future prospects of the ongoing CAP review process
At EU level, the first question that arises is which role European agriculture can play
concerning the social and economic development in the EU and in the Member States.
Agriculture is characterized by a peculiar paradox. To see why, it suffices to recall that, in
the EU-28 average, agriculture, alone, accounts for 1.5% on GDP and 4.3% on employment
and, at the same time: it is the fulcrum of the agri-food system that, in economic term, is
worth ten times more and employs 44 million of people; it is the productive activity that,
more than others, shapes the characteristics of the European territory. It is, in fact, classified
as rural for more than 90%, and 86% of the territory is occupied by the agricultural land of
the holding (48%) and forest; it acts as a territorial presidium, actively contributing to the
care of the soil, water management and biodiversity conservation; it shares many of the
environmental protected areas (18.1% of the EU-28 territory); it ensures the food security of
500 million European citizens, 55% of whom lives in rural areas.
These data show both the importance of agriculture in the European socio-economic context
and the reasons justifying agricultural policies.
As above-mentioned, the current agricultural policies have as their objective the transfer of
income subsides or the financing of planned measures that, in both cases, are fueled via tax
policies. For these reasons, public expenditure on aid to agriculture need to be justified to
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European taxpayers. The social and environmental role played by agriculture for the benefit
of the general public is, surely, sufficient for this purpose. This was obvious in the light of
the public consultation which took place in the first half of 2017 (European Commission,
2017a). During the consultation, the need to provide direct income support was recognized
both by farmers (79%) and by the majority of speakers (53%).
Moreover, a very large majority has recognized the need to improve the position of farmers
in the agri-food chain (96%) and to support investments aimed at favoring agricultural
business modernization and innovation. Feedback from the consultation showed that, 92%
of consultee, shall attach specific aid to agriculture to the implementation of a CAP able to
determine environmental benefits higher than that achieved up to now (Baur and Schläpfer,
2018).
The expectations of European citizens towards sustainable agricultural development are
compatible with the need to coordinate the objective of the CAP and the instruments to
achieve them with 2030 Agenda strategy. This coordination is not as obvious as it could
appear at a first glance, and it is far from easy to do. In fact, despite the repeated reforms
over the years, the CAP still retains much of its complexities.
In order to transform the CAP into a policy, aimed at sustaining models of agricultural
development directed to environmental, social and economic sustainability, action must be
taken on specific points, such as: the distribution of financial support; youth employment;
social inclusion; the rethink of agri-food measures; food security.
Payments made under the 1st pillar, representing approximately 75% of the Commission’s
commitments to farming sector, form the community support to the sector. These supports
shoul be granted per hectares. The original approach, linking the support to the possession
of a productive factor (Mc Sherry Reform, 1992), has encouraged the spread of revenue
phenomena (Vieri, 2001).
Despite of the many changes made to the text over the years, among which, the most recent
and most significant have included the figure of “active farmers” as the only entity eligible
for aid, the EU aid distribution problem, (20% of farmers who receive approximately 80%
of all aid) remains unsolved. This reflects the structural situation of EU agriculture, which is
characterized by a dual approach: 50.4% of firms have an area of less of 5 hectares (4.8% of
agriculture land in Europe) and receive 5.9% of funding; 1.2% of firms have more than 250
hectares (27.7% of the total) and consume over than 22.1% of funding.
In addition, apart from Estonia and Czech Republic, the present income aid provided for
CAP don’t achieve the average level of remuneration of work recorded for the rest of
economy. It follows that, the chance to make CAP supportive of a sustainable economic
development model is strictly linked to overcoming the current problems of distribution of
aid.
Youth employment and, more generally, new farmers within the sector, is another important
problem to deal with. Generally, European farmers are of advanced age: 31% of farmers are
over 65 years of age; 28% is aged between 45 and 64 years; 15% is aged between 35 and 44
years; 6% is under the age of 35. Lots of variables influence this situation, i.e.: the
difficulties to access to the sector because of the substantial initial investment needed; the
infrastructural shortcomings, characterizing many rural areas, which drive young people to
seek better economic condition searching for side jobs, different from agriculture.
In this case, it is clear that instruments and objectives of the CAP need to be reviewed:
directly, by rethinking aid schemes for employment in agriculture; indirectly, by the
introduction of land-based actions coordinated with other EU financial measures.
It is evident that these issues will need to be addressed and supported in the second pillar
and it should be involved with the most general topic of social inclusion, i.e. the problem of
migration and the role of agriculture as opportunity to influence immigrant integration
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(Calabrò and Vieri, 2014). Due to highlighted limitations, CAP agri-food measures need to
be reviewed too.
Many of the existing aid schemes are old thinking; their approach gave preference more to
the general distribution of aid than to the granting of aid subjected to the achievement of
specific objectives.
In particular, we refer both, to the agri-food actions, contained in the measures in support of
the Mac Sharry Reform in 1992, and to compensations for disadvantages areas that,
actually, are the direct transposition of the measures introduced by the Directive 268/75
(Vieri, 2012). The largest innovative effort will have to be done in this field, the aim of
which is to move from the schemes aimed at ensuring a wider aid distribution, to some more
targeted policies in relation to the objectives, as well as more differentiated according to the
different territorial need. Finally, we need to consider the issues related to food security,
which, partly, are associated with the environmental problems.
Despite of the great attention paid by the Community Institutions for issues, such as:
tradition protection, organic production process and food labelling; the question of food
safety and security is still rich in grey areas.
The EU agricultural production models are still focused on industrial models, mainly based
on monoculture and intensive farming. This still poses problems with respect to the use of
chemicals in agriculture and the use of antibiotics and medicines in livestock farming. The
problem of traceability of animal feeding, in particular, the use of GMO feed, is still
unsolved. In fact, European citizens are against the use of GMO products but we know that
everything we feed to animals is itself in the food chain because of the “invisible
consumption”, and, therefore, GMO products. In addition, food waste is another problem
that, although it is more related to downstream sectors than agriculture, it also concerns the
functioning of the agricultural system. This problem has not yet been discussed in a concrete
way (Vieri and Calabrò, 2015).
Moreover, all the necessary actions to make the CAP more compatible with a sustainable
development need to go hand in hand with less bureaucracy; in fact, despite of the
simplifications made in recent years, CAP is still difficult to implement.
At present, the review of the CAP das got into an intermediate stage. Following the
conclusion of public consultation and the presentation of the results (February and July
2017), European Commission has presented a Communication entitled “The future of food
and farming”. It represents the basis for further consultation, with the European Institutions
and the Governments of Member States, on revising CAP.
The new proposals are expected to be submitted by 2018. The legislative process is
expected to be completed by 2020 and the new CAP should be launched at the same time
with the beginning of the financial planning 2021-2028. There is still ground to develop and
introduce a CAP able to integrate 2030 Agenda goals and to promote a European model of
agriculture based on economic, social and environmental sustainability.
At present, it seems reckless to make predictions on whether such evolution is achieved. The
risk not to get past a simple statement of intent, is high.
The possibility to make a significant CAP reform seems particularly difficult. In fact, the
reform would mean taking into consideration a development model in complete opposition
to the one who has lead to the development of EU agriculture up to now.
The current agro-industrial model is based on the specialization of agricultural activities;
sometimes they don’t comply with natural cycles (soil and water) and crop production and
animal husbandry in the right way in order to achieve sustainable development. In fact, the
forms of agriculture on which our food systems are based, are, mainly, made up
monoculture and intensive farming; i.e. on production processes which do not take into
account of obstacles of limited natural resources.
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This model of production is both the result of the placing agriculture under strongest sectors
in contractual terms, and the indiscriminate aid to productions, granted for over 30 years by
the CAP. Even if there are still some critical issues, the current CAP is, undoubtedly, too
dissimilar to the one that supported and promoted models of agro-industrial development.
These critical issues can be overcome only if we move from an agro-industrial logical,
producing concentration of wealth and spread of poverty, to a territorial one, that favours the
generation of widespread well-being trough the exploitation of local resources. This is also
difficult in institutional terms, because it would involve a further diversification of CAP
instruments, and, therefore, a greater involvement of Member States in its implementation.
Taking the territory as main reference would allow CAP: to increase the integration between
agriculture and socio-economic components of the territory, thus favouring economic and
social inclusion and supporting the multifunctional role of agriculture. This would, also,
increase the adaptation potential of local systems to socio-economic changes; to favour the
link between the food product and the geographical area, thus stimulating farmers to adopt
productive processes more coherent with consumer’s expectations, for the benefit of both
environmental sustainability and food safety; to better finalise support instruments, by
favouring a fairer distribution of Community aid, with a consequent improvement in
farmer’s income and more investments.
Conclusions
The current model of economic development needs to be re-evaluated in the light of the new
UN sustainable development goals.
The concept of sustainability, in economic, social and environmental terms, is the new
reference for global development. Every State has a duty to integrate the new sustainable
development goals in its policy and this requires an effort that, at least in theory, goes
beyond the simple legal adaptation. This also applies to all Countries and all policies,
including the EU and its agricultural policy. The CAP reform is, at present, underway and
must be concluded by 2020.
Despite several reforms, CAP still have a number of weakness, in part inherited from the
past, but, in any case, the expression of a model which is far from the direction being sought
today. Since the end of World War II, the development of European agriculture based itself
on the agro-industrial model. The agro-industrial model has been fairly supported, for many
decades, by the CAP; for this reason, it won’t be easy to rethink CAP with a view to
economic, social and environmental sustainability. To this end, it would, in fact, be
necessary to move from an agro-industrial model, producing concentration of wealth and
spread of poverty, to a territorial one, that favours the generation of widespread well-being
trough the exploitation of local resources. This will be the most significant innovation for
the CAP since its establishment.
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Abstract
Even though, it is generally accepted that entrepreneurship education (EE) is a major
instrument to enhance students’ entrepreneurial spirit, there is no consensus over the
appropriate pedagogical methods to do it. The myriad of entrepreneurship programs
developed all over the world, each with pros and cons, are proposing a large variety of
approaches, in order to promote young people’s creativity, critical thinking and uncertainty
tolerance etc., or what the European Commission recently labelled as “Entrepreneurship
Competence”. Based on an in-depth desk research, this paper highlights meaningful insights
on some of the popular entrepreneurship teaching tools used in higher education institutions.
This conceptual paper is also providing a new approach to Romanian EE, able to enhance
students’ learning and to answer in a more productive way to basic needs of micro and small
companies. In that sense, we have designed a new integrative and holistic Model, able to
match students’ knowledge and creative potential with entrepreneurs’ necessities. The
preliminary results of a pilot project - FreshConsult, testing the Model’s effectiveness in the
Romanian academia, are also briefly presented. Further iterations can lead to a more refined
version of the Model, with the potential to be replicated not only in other universities, but in
other East-European countries, with a similar historical and cultural matrix. The Model can
be used as starting point for future qualitative and quantitative studies emphasizing/
measuring its impact on all stakeholders - students, entrepreneurs and professors and its
economic and social implications.
Keywords
Entrepreneurship Education, effective teaching methods, learning by doing, The Model of
Augmented Interaction Academia - Business Environment
JEL Classification
A20, M10

Introduction
It is generally accepted that entrepreneurship education (EE) is a major tool to enhance
students’ entrepreneurial spirit. However, the whole process of teaching entrepreneurship
has low predictability of its outcomes. Therefore, finding the “appropriate portfolio” of
teaching methods is highly improbable. At the same time, several scientific studies point out
a decline in entrepreneurial activity especially among youngsters (Fairlie, 2013). One of the
influencing factors is the change in their personal and professionals’ priorities and values
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(Marston, 2010). According to a recent research, today’s students “have an inflated sense of
their abilities, are risk averse, are unable to cope with and have no appreciation for the value
of struggle on the road to success” (Hoppe, Westerberg and Leffler, 2017, p.2). Therefore,
an EE of students focused mainly on pedagogical methods, aiming at internalising mainly
theoretical aspects, tends to be ineffective. Since such narrow approaches tend to have low
efficacy, educational practices have started focusing more on experimental methods (Kyrö,
2005; Kolb and Kolb, 2008; Dobson, Jacobs and Dobson, 2017). Several specialists are
even supporting the idea that the best way to learn entrepreneurship is “by doing” (Cope,
2005; Lackéus, 2015).
In this context, the purpose of our paper is to design a viable framework for an improved
interaction between the academia – represented by professors and students – and the
business environment – represented by entrepreneurs – in Romania, to better meet both
parties’ expectations. This conceptual paper is providing a new approach to Romanian EE,
able to enhance students’ understanding and learning and to answer in a more productive
way to the needs of nascent/ start-up entrepreneurs. In a business environment displaying a
strong disparity between theory and practice, the Model of Augmented Interaction
Academia - Business Environment that we have developed can become the starting point for
projects capable of exploiting students’ basic knowledge and stimulating their innovative
mind set. The preliminary results of a pilot project, based on the newly proposed model and
conducted within our university are also briefly presented.
1. Entrepreneurship education in higher education institutions - a real challenge
If in 2006, the “sense of initiative and entrepreneurship” was identified by the European
Commission among the 8 key competences, in one of its recent Reports, entrepreneurship is
defined in a broad sense as a transversal competence, applicable to all spheres of life. The
Report - Entrepreneurship Competence Framework (“EntreComp”) - is proposing a holistic
approach aiming “to raise consensus among all stakeholders and to establish a bridge
between the worlds of education and work” (Bacigalupo et al., 2016, p.2). Through the
proposed 442 learning outcomes, associated to a set of 15 identified competences in terms
of knowledge, skills and attitudes, the EntreComp Framework gives a strong direction to EE
efforts too. By providing a clear, yet flexible reference, the EntreComp Framework can be
an inspiring source to be used in diverse contexts.
Heavily debated in the scientific literature (Kuratko, 2005; Moroz, Hindle and Anderson,
2010; Welsh, Tullar and Nematic, 2016), formal EE influences the entrepreneurial
intentions and behaviours, reflected in students’ knowledge, skills and values/ attitudes.
However, developing students’ entrepreneurial competences is a requirement that many
higher education institutions fail to meet (Heder, Ljubic and Nola, 2011; Lackéus, 2013).
There is a large variety of EE methods, from formal to informal, such as: business plans,
case studies, projects, learning by competing, mentoring, study visit, simulations, role
models etc. (Pittway and Cope, 2007; Mwasalwiba, 2010; Welsh, 2014). Methods like
problem-based learning, learning by doing, or experimental learning are lately considered to
be highly effective (Corbett, 2005; Tan and Frank, 2006; Middleton et al., 2014).
Besides, the development of students’ entrepreneurial skills and attitude is beneficial not
only for their potential future status as entrepreneur, but as employees as well. Abilities like
creativity, effective communication skills, critical thinking, flexibility, autonomy, resultorientation, etc. are highly valued in any type of organisation. Therefore, in compliance with
the European Commission’s integrative view on entrepreneurship as a valuable competence
able to generate value in all areas of activity – public and/or private – we have developed a
model, thoroughly outlined further on (Voinea, Stăiculescu & Schileru, 2016).
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2. The Model of Augmented Interaction Academia - Business Environment
Our paper's main goal was to explore the idea of a new, more effective approach in EE.
Aware that this type of education has to go through a rethinking of its traditional processes
and, as experienced members of the Romanian academic community, with theoretical and
practical expertise in the field of EE, we have developed a new Model - The Model of
Augmented Interaction Academia - Business Environment (MAI-A-BE), aiming two major
objectives:
 Enhancing students’ entrepreneurial spirit during teaching/ learning activities related
to entrepreneurship university disciplines.
 Strengthening the academia - business environment relationships, by providing free
generic consultancy for entrepreneurs.
The whole concept of the model, its content and benefits are presented.
The MAI-A-BE (Figure no.1) we have designed, highlights two main categories involved –
the academia and the entrepreneurs, as the main representatives of the business
environment. By properly connecting them through meaningful collaborative projects,
significant positive synergies can be generated.
On one hand, students in business schools are eager to:
 find diversity and flexibility during their studies;
 use their creative capacities in meaningful ways;
 get closer to the real economy and apply their basic knowledge in a real-life context;
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Fig. no. 1: The Model of Augmented Interaction Academia - Business Environment
(MAI-A-BE)
On the other hand, professors:
 posse advanced knowledge in the field of entrepreneurship;
 are challenged during classes by a generation of students with higher expectations
regarding not only the content of the course, but also the methods used to pass the
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knowledge and the dynamics of the relationships generated during teaching/ learning
activities;
 have the authority and the responsibility to effectively manage entrepreneurship related
learning processes.
Entrepreneurs, especially inexperienced ones, and their ventures are in significant need for
valid creative advice/ suggestions to successfully run their businesses.
Several studies pinpoint the reality that many entrepreneurs are starting and running their
ventures on empirical basis:
 without writing a business plan as an accessible tool to improve their chances of
survival, invoking the lack of time, or the lack of appropriate training, or simply questioning
the usefulness of such a document; even when written, the plan is often too vague,
incomplete or based on unrealistic assumptions;
 without having a clear image of their business model, which is frequently translated
into a low ability to understand the core interrelated architectural, co-operational and
financial arrangements required to succeed;
 often lacking the basic knowledge in economics and/ or having inadequate digital
literacy; therefore, many of them have poor knowledge and skills to correctly identify the
targeted segments, the competition’s characteristics, the market trends, the appropriate tools
to advertise, etc.
All the above arguments are explaining most of the high notorious failure rate among startups.
In a highly dynamic environment and as future employers or employees, students have to
develop the entrepreneurial mindset/ attitude along with other “soft” skills like creativity
and innovation to facilitate their integration into professional life. By combining the
acquired theoretical knowledge in economics/ entrepreneurship with their creative potential,
students exposed to “real life” experiences can come-up with new “out-of-the box” ideas, as
useful proposals for the beneficiary entrepreneurs. Tapping the under-explored reservoir of
talents and imagination that the students represent, directing it towards the business
environment and exploiting it in diverse innovative ways can generate added-value not only
for the targeted entrepreneurs, but for larger communities too. With up-to-date information,
excellent IT skills, guided students can provide valuable support for many start-ups, in
diverse operational and non-operational areas. Such generic consulting activities may
include: off & online documentation on certain topics, market analysis, marketing off and
online research, development of promotion programs, business plan design, etc., depending
on the interest of the beneficiary - entrepreneur.
Based on this model, meaningful projects can be conceived to match entrepreneurs’ demand
for generic consulting and students’ potential offer value through their creative ideas, under
the professors’ close and professional supervision.
Our model has the potential to blend each category’s expectations and complementary skills
and to create reciprocal direct and indirect advantages/ benefits for all the main
“stakeholders”:
 For the academia:
- The students’ can develop a better understanding of the entrepreneurial processes,
while being involved in projects directly connected to the real economy. They have the
opportunity to apply taught theories into practice and their motivation and perseverance can
reach higher levels in the process of trying to identify classic and/ or new, creative solutions
for the problems their targeted entrepreneurs face. They also have increased chances to
develop higher self-awareness and self-efficacy, to refine important abilities like effective
communication, creative thinking, planning, the ability to mobilize others, work into teams,
etc. They can improve their financial and economic literacy and can also learn more about
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risks associated with a venture and how to cope with uncertainty, instability, etc. Students
can contribute to the progress of many micro and small companies, as their creative ideas
are valued and implemented.
- The supervising professors can add consistently to the variety of their teaching/
learning activities and can make a better correlation of the theory with the practice, through
the application of the “learning by doing/ experiential learning” principle. Plus, from such
collaborative projects, the supervising professors can draw many research topics and design
studies with the potential to facilitate a better understanding of entrepreneurs, their needs,
their profile, etc., studies able to produce new information and knowledge about the
complex and dynamic “world” of entrepreneurship. As a result, professors have improved
chances to develop their students’ entrepreneurship competence.
- The universities running projects under the MAI-A-BE framework are building an
additional “bridge” toward the business environment, strengthening the ties with it.
Universities can record and advertise the number of free generic consulting hours provided
by its professionally supervised students for the business environment. As a result, those
higher education institutions may enjoy an improved positive public image, attract a higher
number of candidates, increase the number of potential internships for its students, raise its
research paper production, build a specialized data base, etc.
 For the business environment:
- entrepreneurs can benefit from the rare opportunity to get genuine support for “free”
and the total liberty to implement or not students’ proposals/ “creative” ideas; they may also
enjoy the new information/ knowledge researched/ provided by the students, saving valuable
time.
3. FreshConsult - an emerging MAI-A-BE based collaborative project
In Romania, the vast majority of start-ups/ small entrepreneurs don’t have the knowledge
and/or the financial resources to pay for professional consulting activities (Nicolescu et al.,
2017). So, there is a latent need for advice/ recommendations, including on apparently
simple issues like: market trends; competition analysis, marketing strategies; targeted
segments (structure, size, etc.). In this context, we have considered that shifting students’
role from simple knowledge receivers into generators of new information/ ideas and
bridging their creative potential with the needs of small owners can be mutually beneficial.
Our premise was that exposing them to real life experiences we can foster their creative
behaviour, improve their knowledge in the field of entrepreneurship and increase their
interest in activities able to form and transform them from simple “spectators”, into
“innovative actors” on the economic “stage”.
The preliminary rapid testing we did randomly offline (in June, 2017) revealed that out of a
sample of 14 entrepreneurs (owners of micro (12) and small enterprises (2)) questioned, all
of them rejected the idea of paying for professional consulting. However, 11 (78.5%) of
them considered that free generic consulting provided by supervised students is a “very
good idea”, while 3 of them sad it would be a “good idea”.
As authors of the MAI-A-BE and as university professors responsible with teaching the
Entrepreneurship discipline in the Faculty of Business and Tourism (FB&T), a main
component of The Bucharest University of Economic Studies (BUES), we have decided to
develop a project to test our model’s viability. In order to suggest its focus on creative/
“fresh” thinking we have named it - the "FreshConsult" Project. Its first pilot version has
been running successfully over the first semester of the academic year 2017-2018, at the
FB&T, under the “Entrepreneurship” discipline’s associated activities. It encompassed the
work of 181 students and 38 beneficiary entrepreneurs of all age categories, owning micro
or small enterprises, in both urban and rural areas. All targeted entrepreneurs have provided
written positive feed-backs. Students’ perception on the FreshConsult related experience
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was also collected via a specially designed questionnaire. Once the data processed, the
detailed results will be included in a future paper.
Conclusions
Effective EE in higher education institutions raises many challenges in a context of new
generations’ shifting personal and professional priorities and values and that of a fluid
business environment. Teaching/ learning EE methods/ tools need to be designed according
to the new holistic approach of entrepreneurship as a competence necessary for all areas of
life. The MAI-A-BE we have developed is linking the world of academia with that of the
business environment, providing major potential benefits for all the stakeholders. Projects
build on our model, like the pilot FreshConsult iterative project can generate value added for
all those involved – students, professors, entrepreneurs – strengthening the relationships
among them, with potential positive reverberating social and economic effects. Further
iterations can lead to an improved version of the Model, replicable in other universities and
even in other East-European countries, having a similar historical and cultural matrix. The
Model can become a starting point for future studies, both qualitative and quantitative,
emphasizing/ measuring the impact of related projects on all stakeholders.
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Abstract
Regardless of the sector in which a company operates, it is recognized worldwide that the
brand is now an element that can not be ignored and especially a source of competitive
advantages. More and more companies focus on branding and develop strong strategies in
this regard, taking advantage of the benefits of the emotional relationship a brand can create
with customers. In a constantly changing society, where consumers have new and new
requirements, the development of a brand is no longer sufficient; this has to be in a
continuous process of adaptation, so that rebranding becomes an essential aspect of any
brand, no matter how powerful it is. The current global context, marked by resource
depletion, imposes increased attention to sustainability enhancing measures. In this sense,
the present article seeks to identify, through clients’ perception, the way of interpenetration
of the two phenomena, rebranding and sustainable development, in the third sector, which is
now oriented towards sustainability.
Keywords
rebranding, brand management, sustainability, services
JEL Classification
C83, L83, Q01, Z32

Introduction
Brands, a key element in the modern society, represent a real source of competitive
advantages through the strengthening of the company's image on the market and through
attracting customers’ sympathy. Brands are omnipresent and have become part of the
symbolic language of modern material culture, so it becomes very difficult for someone to
still think of them as just discrete, external components of current products and services
(Marquardt, Olaru & Ceausu, 2017). Strong brands are important for the success of
products or services, as evidenced by the fact that, according to studies (Grossberg, 2012),
72% of consumers say they are willing to pay 20% more for the brand they chose compared
to the closest competitor brand, 50% of consumers would pay 25% more, while 40% would
pay up to 30% more for their favorite brand. Moreover, 25% of American customers claim
that the price does not matter when they buy a brand they are loyal to. (Scott, 2002) If at
first branding was designed to protect products from failing on the market, gradually it has
become an almost indispensable factor in marketing success. This has the role of
transforming marketing into a process based on building perceptions rather than just on
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product experience. Because perception is a fragile and shifting element, if the brand image
becomes tarnished for one reason or another, the company of that brand can be endangered.
Branding has become the universal way to increase the value of an offer on the market and
to ensure maximum return on investment for its creator or promoter. The ability to exploit
the image or brand message to convey quality derives, first of all, from the fact that the
product or service in question provides the consumer with performance with respect to
quality. Globally, there are many examples of how different brands have created value
simply because the products they represent are widely valued for quality or uniqueness.
If, however, 20 years ago companies could have the certainty that the vast majority of
customers would stay for years, with the consumer goods market being very stable, this is
no longer true at present. Recent studies conducted by the NPD Group show that about half
of those who claimed to be highly loyal to a brand were no longer loyal to it one year later.
Other studies show, moreover, that only 4% of consumers would be willing to remain loyal
to a brand if its competitors offered more value at the same price. On an increasingly
competitive market, consumers are constantly looking for something better, giving
companies the opportunity to introduce new and new products and services. (Surowiecki,
2004) Consumers' fickleness, and adding the fact that downward adjustments to the
performance of a product or service may lead to a decline in consumers’ confidence that the
brand promise will be delivered when that product or service is purchased, can create a
detrimental situation for companies. As a result, companies that rely on branding can suffer
if they do not pay enough attention to the installation of brand deterioration.
The development of a brand represents a very important process, but, if in the past
companies could afford to review their identity rarely, once 7-10 years or even more, the
acceleration of the pace of change at the economic and social level has gradually induced
the increasing need for rebranding. Even the strongest brands erode over time, so that
brands’ reinvention, the identity rejuvenation, and the alignment of products and services to
current trends and needs are becoming increasingly important for a business’ success.
Rebranding should represent a balance between keeping the valuable brand elements and the
notoriety and introducing any new aspects that are not addressed by the current brand.
(Luck, 2012) Currently, one of the trends, derived from the current market demands and,
implicitly, from its profound transformations as a result of the challenges generated by
global resource depletion, is rebranding with a focus on the sustainable component.
Sustainability – central pillar of the brand development strategy
Globally, tourism, an important component of the third sector, is currently the fastestgrowing sector, being, at the same time, an area in which brands create strong relationships
with customers and make them loyal, and sustainability has a special meaning and is
increasingly appreciated by consumers. In this context, attention is frequently focused on the
hospitality industry, where sustainable development initiatives are more tangible and often
precisely derive from the fact that hotels belong to a certain brand (Nagel-Picioruş, NagelPicioruş & Sârbu, 2016).
Although it may appear surprising, the importance of branding has been harder recognized
in the hospitality industry, and only during the last 25 years it has begun to make sense to
hoteliers, to be considered and recognized as a key element in the marketing strategy. This
new perspective comes as a result of the expansion of hotel brand segmentation – the hotel
segmentation strategy is based on the fact that a brand name confers tangibility and provides
consumers with valuable information on products and services. The brand can create a
differentiated identity for hotels where the functional features of the products are not
fundamentally different, and industry specialists argue that a brand's personality is the main
reason why consumers choose a particular brand. This outlines a brand more specifically in
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their minds and, thus, has the ability to reduce the degree of intangibility associated with the
hospitality industry.
The Sheraton brand is owned by the Starwood Hotels & Resorts international chain, one of
the world's leading hospitality industry players, with over 2,000 hotels around the world.
Sheraton’s history began in 1937, when Ernest Henderson and Robert Moore acquired their
first hotel in Springfield. In a three years time, they bought three more hotels in Boston, also
deciding for the name of the hotel chain – Sheraton. The expansion continued, and in 1947
Sheraton became the first hotel chain listed on the New York Stock Exchange, moment that
opened new horizons for international development. From the very beginning, Sheraton has
undergone numerous transformations and is continuously adapting to the ever changing
market requirements and demands, but with permanent emphasis on the company's core
values, on innovation and on commitment to customers. (Starwoodhotels.com)
Regarding sustainable development, at the Starwood Hotels & Resorts chain level some
clear objectives concerning environmental protection were established since 2009, the main
issues concerning the reduction of energy consumption by 30% and of water consumption
by 20% globally by 2020, but also the reduction of carbon emissions by 30% over the same
time horizon, element which was added in 2013. According to company reports, during the
2008-2014 time interval, energy consumption decreased by 12.08%, carbon emissions by
16.07%, and water consumption by 17.26%, under conditions of a global development at a
sustained pace. (Greenhotelier.com, 2015) Sustainability goals are challenging Starwood
Hotels & Resorts to create short and long-term programs and partnerships designed to
protect the environment, to reduce operating costs, to improve customer experience and to
provide the necessary conditions for increasing properties’ sustainability.
In order to measure and reduce carbon emissions, Starwood uses various tools, including a
hotel industry-specific one, HCMI, developed by the International Tourism Partnership
(ITP) and the World Travel & Tourism Council (WTTC) in partnership with KPMG and 23
hotel companies worldwide. These tools are used to implement low cost initiatives such as
switching to high-efficiency LED lighting, fitting bathrooms with low-flow taps, improving
or replacing different mechanical systems. In most of the chain's properties, operational
initiatives represent about one third of the progress made in Starwood's sustainability
program, and are estimated to contribute, at chain level, to saving a billion dollars in less
than 10 years. An example of a hotel where you can easily see the positive results of
applying the measures taken for the entire Starwood chain in terms of sustainability is
Sheraton Santa Fe in Mexico, part of the Sheraton brand. Since 2008, energy consumption
has been reduced by 26.1%, carbon emissions by 35.61% and water consumption by
39.33% by using LED lighting, motion sensors and low flow taps, by collecting rainwater
and recycling used water. In addition, larger projects have also been developed within the
hotel, such as the rethinking of water heating systems and the installation of control systems
designed as a result of the use of Starwood's internal reporting system for decision-making
and setting hotel needs. (Greenhotelier.com, 2015)
Recently, Starwood Hotels & Resorts announced the merger with Marriott International,
thus going to give birth to the largest hotel company in the world. In the case of Marriott
International too, the efforts towards sustainable development are intense and clear lines in
this respect are defined at the level of the chain until 2025. These directions primarily seek
to reduce water consumption, carbon emissions and waste, the use of renewable energy
sources, the eco-certification of hotels, support for local communities, results being visible
to customers through the hotel chain website. (Marriott International, 2017)
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Sheraton Bucharest Hotel, a positive example of rebranding in the hospitality industry
The building in which one of the most important hotels in Bucharest, Sheraton Bucharest
Hotel, currently operates, considered to be a landmark for Bucharest's architecture and hotel
landscape, has a long history that dates back in 1976, when the Dorobanți Hotel was opened.
In 2004, the hotel’s owners concluded their first partnership with an international chain
(Wyndham Hotel Group) – the Dorobanți Hotel took over the Howard Johnson brand,
Romania thus becoming the first country in the south-east of Europe where a license for this
brand was sold. The hotel was renovated after an investment of about 30 million dollars; the
modernization works had already started in 2000 and were funded through a syndicated
bank loan, granted for a period of eight years. Howard Johnson Grand Plaza was operated
under a franchise contract and represented the highest level of the five divisions of the
international chain (Howard Johnson Grand Plaza, Howard Johnson Plaza Hotel, Howard
Johnson Hotel, Howard Johnson Inn, Howard Johnson Express Inn). Its first full year of
operation was 2005, and during the first six months of its operation it reported an average
occupancy rate of 50% (Ziarul Financiar, 2015) and a 12.5 million euro turnover (51% more
than during the previous year) and a double profit compared to the same period in 2004 (up
to one million euros). (Wall-Street, 2007) The hotel offered 285 rooms spread over 18
floors, plus a conference center with more than 800 seats, two restaurants, a pastry shop, a
bar, a spa and underground parking.
The development plans of Howard Johnson’s brand operators, which included a franchise
network in Romania and the affiliation of eight hotels in six years, have failed though.
During the fall of 2014, it was decided that the Howard Johnson Hotel would go through a
rebranding process, turning into the first Sheraton hotel in Romania. The operation of the
hotel under the new brand belonging to the American Starwood hotel group, merged with
Marriott International, is also done on the basis of a franchise contract.
The rebranding process, which lasted for a year, required significant investments, estimated
at around six million euros, these being necessary in order to reach the level of the Sheraton
brand, which involves many of specific facilities. Apart from the modernization of the
public spaces (reception, hallways etc.), which have been completely changed, the rooms
have also been completely renovated, both in terms of design, and functionality and
security. The number of rooms has been restructured (from 285 to 270 rooms) and the hotel
has returned to the five-star rating, which was dropped in 2013 in order to be able to address
the events organized by the pharmaceutical industry. (Bursa, 2015) The Sheraton
personalized items, such as the Sheraton Sweet Sleeper Bed (plush mattresses and luxury
bedding), the Shine for Sheraton cosmetics line, the Sheraton fitness access or the restaurant
program, Color Your Plate, are also available. An important part of the rebranding process,
of the redefinition of standards offered by the hotel to its guests, was the investment in
general facilities, including the conference center (1,200 square meters divided into several
multifunctional halls), the fine dining area, which comprises two of the most appreciated
restaurants in Bucharest (Benihana Japanese Steakhouse & Sushi Bar and Avalon), a pastry
boutique (Centro Sweet) and the Business Club located on the hotel’s 18th floor, offering a
spectacular view over the city. The modernization of the hotel was also very much based on
the technological component, making Sheraton Bucharest Hotel one of the most digitized
hotels in Bucharest at the moment.

Fig. no. 1 Rebranding and sustainability in the hospitality industry
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In 2016, the first full year of operation of the hotel under the Sheraton brand, the average
occupancy rate increased significantly, exceeding the average of the previous years, and
thus aligned with local competitors. Besides, there were certain periods, such as September
and October, when the accommodation capacity was 100% occupied. As a result, Daniel
Ben-Yehuda, the hotel general manager, said, at the end of 2016, that the next step is to
increase the accommodation capacity and develop the general facilities. In this respect, land
was purchased in the vicinity of the hotel in order to build a spa center, a new large
conference room, and to also extend the number of rooms (between 60 and 100 rooms).
Additionally, focus on developing digital projects that aim at cutting-edge technology will
continue, one of the most important one being to fully digitize the access in rooms and other
specially-designated areas (this will be done by means of smartphones, through a keyless
access system). These development plans span a period of three years, the investment being
considerable. (HORECA, 2016)
The rebranding-sustainability model and clients’ perception
In order to have a vision on the impact of the Sheraton Bucharest Hotel rebranding and on
the actions taken in the direction of sustainable development after this process, a research
that put the hotel’s guests in the foreground was carried out, illustrating their perception on
the two subjects. Furthermore, this research can help find the right tools to build a model
that would describe the actual phenomenon and allow for in-depth analysis.
The research was conducted during the first quarter of 2018, the tool behind it being a
questionnaire with 15 questions. This aimed at identifying the perception of Sheraton
Bucharest Hotel’s guests on the impact that the rebranding process (in particular the
transformation of the former Dorobanți Hotel, subsequently Howard Johnson, into Sheraton,
part of the Starwood international chain) had on the hotel especially in terms of the level of
offered services’ quality and sustainability initiatives. The perception of the surveyed
tourists is the result of using the services of this hotel, mostly also even before the
rebranding process, so we can trust that their answers faithfully reflect the reality. In
addition, 66.67% of the respondents frequently use hotel services in Bucharest, which
means that they have a clear opinion on the services offered by Sheraton Bucharest Hotel
compared to other hotels in the city (figure 2).
According to the survey participants’ affirmations, most of them (83.33%) were once clients
of the Sheraton Bucharest Hotel (even if it was the period when it was called Hotel
Dorobanți or Howard Johnson – 66.67%), their fidelity being reflected in figure 3:
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Fig. no. 2 Frequency of respondents’
use of hotel services in Bucharest
Dorobanți, respectively Howard

Fig. no. 3 Frequency of use of the
Sheraton Bucharest Hotel (formerly
Johnson) services
Identifying this perception of the hotel customers supports the outline of an opinion
regarding the rebranding success both in terms of improving the offered services and
applying the principles of sustainability, which may or may not be a model for rebranding
on the domestic hotel market. The questionnaire was sent to 75 persons in Romania (by email or interviews at the hotel) and 52 responses were obtained.
Regarding the structure of the respondents, they were:

almost equally distributed in terms of age: 9 persons aged between 18 and 25 years
old, 14 persons aged between 26 and 35 years old, 12 persons aged between 36 and 45 years
old, 9 persons aged between 46 and 55 years old and 9 persons aged over 55 years old

17 secondary school graduates (highschool/vocational school) and 35 university
graduates

people with different occupations: PhD students, economists, accountants,
engineers, lawyers, professors, sales representatives, tourism or HR specialists etc.

out of the 52 respondents, 20 currently live in Bucharest, 17 live in another city in
Romania (Cluj, Brașov, Timișoara, Constanța) and 14 live abroad (Iran, Germany, Italy)
Asked about how they appreciate the quality of the services of Sheraton Bucharest Hotel,
clients stated, for the most part, that this is a good one (14 clients) or a very good one (20
clients). There are also clients who position themselves at the extremes, claiming that the
services are of an excellent quality (6 persons), or only satisfactory (3 persons). It is
noteworthy, however, that no client among the study participants considers that the services
of the hotel in question are of an unsatisfactory quality level (see figure 4).

328

New Trends in Sustainable Business and Consumption

.
.
.
.

.
.
.

.

Fig. no. 4 Customers’ perception on the
quality of Sheraton Bucharest Hotel’s
services

.

Fig. no. 5 Customers’ perception on the
value for money ratio in the case of
Sheraton Bucharest Hotel

Considering these answers, it can be said that Sheraton Bucharest Hotel has a good image
among the clients, in terms of the quality of the offered services. The location of the hotel is
at the top of the elements for which customers choose this hotel, followed by its cleanliness
and the trust granted by being part of an international hotel chain. According to the results
of the study, these are followed, at a short distance, by the design of the spaces, the comfort
of the rooms and the kindness and professionalism of the staff, elements that can even be
identified with the hotel's belonging to a renowned hotel chain. The hotel's restaurant
(ambience, dishes etc.) and facilities for business people (conference rooms, business center
etc.) are less attractive for clients.
When it comes to the value for money ratio, opinions are divided – if 46.67% of respondents
say this is a good one, 33.33% of them think that the price is relatively inappropriate in
relation to the offered quality (see figure 5 above). In the case of this question, however, it is
also worth pointing out that no respondent stated that the value for money ratio for this hotel
is, in their opinion, totally inappropriate.
Regarding the rebranding process (turning the Howard Johnson Hotel into Sheraton), most
of the surveyed clients (73.33%) consider this to be a beneficial one for the hotel, bringing
with it significant improvements in terms of offered services. Asked to list three positive
elements that they think rebranding has brought, the Sheraton Bucharest Hotel customers
most frequently recalled the following:
 higher quality standards
 increase in the staff’s level of professionalism
 improved, but also diversified services
 increase in market awareness
 a new design of spaces
 a new vision
 intensifying innovation activities
Most of the participants in the study (53.33%) say that, in their opinion, at the moment,
Sheraton Bucharest Hotel emphasizes on corporate responsibility (dedicated programs for
managing the impact of the hotel's activity on the environment and on local communities).
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20% of them say the opposite, while the remaining 26.67% responded “I don’t know“.
Further, persons who responded affirmative were asked if these initiatives are, in their
perspective, more intense after the rebranding, and the answers were as follows (figure 6):

.

.

Fig. no. 6 Customers’ perception on the intensification of sustainability initiatives after
rebranding
Conclusions
A well-built brand not only highlights products, services and the company as a whole, but
also creates important competitive advantages by establishing a strong emotional bond with
the consumer. Brand has gradually transformed itself into an extremely high value item for
any company, especially for those in the hotel industry that rely on consumer-built
relationships. In the context of the frequent and strong changes that take place in the global
society and economy, which are constantly evolving, the careful development of a brand is
not, however, enough anymore, but especially its continuous adaptation to the new
requirements of the market. The former Dorobanți Hotel in Bucharest is a good example in
this respect, going through some important changes that culminated with its last rebranding,
which turned it into Sheraton Bucharest Hotel. According to the conducted survey, this
enjoys a positive image on the market, customers appreciate especially the offered services
and the location of the hotel, and its belonging to an international hotel chain gives them
confidence. According to customers' perception, the rebranding has been a beneficial
change, bringing with it, besides increased awareness, better services, higher quality
standards and better prepared staff. Moreover, the fact that at the entire hotel chain level the
emphasis is on sustainability is also visible inside the Sheraton Bucharest Hotel, with the
majority of customers reporting more intense activity in this direction after rebranding.
However, as no scientific action is well out of limits, these refer, in this case, to the
subjectivity of the answers given by the questioned clients, their perception on the studied
aspects being purely personal. Thus, a study based on concrete elements, on statistical data
regarding the impact that rebranding had on the Sheraton Bucharest Hotel’s activity, as well
as on sustainability initiatives would be useful, as a starting point for drawing up new
development strategies.
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Abstract
The notion of quality draws significant interest from both consumers and producers,
resulting in market competition, a highly promoted mechanism of globalization, within
which only innovative products or services surviving the economic environment. Nowadays,
the need for safety and security, both for the individual and the environment, resulted in the
development of multiple sustainable sectors, like the organic food marked, that grew from a
niche market to an independently global sector, due to the advantages that organic brings in
terms of quality.
But how can consumers identify an organic food product by measuring its quality
characteristics, that are not so easy to identify even after purchase and consumption?
Thereby, the present paper aims to highlight the importance of guarantee and qualityassurance programs in shaping the consumer’s behaviour towards buying organic. The
starting point is a literature review that contributes to identifying and understanding the need
of visual guarantees (like organic logos, certification codes) that the consumer has a first
impact with and which will stand a basis for the research – analysing the option of an
organic food quality-assurance model. The model’s characteristics are designed based on the
results of previous studies conducted by the authors, that have as a geographic coordinate
Romania’s organic food market. Multiple layers of the computerized model have been
identified as being critical, starting with the acknowledgment sequence and the link with the
actual product, the sector guarantees regarding food safety (traceability, nutritional
information, risk elements) and additional guarantees (quality management systems and
their impact on the final product).
Keywords
organic food, quality-assurance, innovative model, consumer behaviour
JEL Classification: Q13, Q18, Q52, O13,

Introduction
Innovation is one of the modern economy responses to the dynamic and complex
environment in which it operates, adding value by using quality characteristics (Iosif &
Tăchiciu, 2016). Therefore, quality and innovation can be considered two interrelated
notions, that shape multiple sectors, starting with complex domains like IT, but also
including habitual markets like the food market.
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In this context, agriculture and food products have evolved, the nutritional dimension
changing in order to meet the needs of modern consumers. Trending food products involve
new assortments like functional food, special diet dedicated products (gluten-free, lactosefree, sugar-free), food supplements, organic food or genetically modified food, each of them
being the result of multiple social and cultural factors, that shape both the consumer’s and
producer’s emerging needs.
Beside socio-cultural aspects, the economic factors have driven a constantly growing food
demand, a trend projected also for the future, as reaching year 2050, agriculture will need to
produce almost 50 percent more food, feed and biofuel than it did in 2012 (FAO, 2017),
taking into consideration the evolvement of the demographic factor, that according to the
United Nations will reach a global population of about 9.73 billion, by the same year.
Thus, in order to meet the food safety and security requirements, the organic food industry
has evolved rapidly, building a global market of 89.7 billion US dollars in 2016 (IFOAM,
2018). Unlike most conventional food industries that declined during the last global
financial crisis, the demand for organic food steadily increased and has continued to do so,
more and more countries promoting organic agriculture (Massey et al, 2018).
In other words, the global demand of such products is growing, but, at a deeper analyse, one
can identify that the organic market faces an unequal distribution in terms of consumption.
This leads to different hypotheses, from the organic potential of the region, to the climate
conditions, but also to the consumer behaviour, that, due to different perspectives or beliefs,
does not embrace organic food as a consumption habit.
Previous studies conducted by the authors (Toma et al, 2017; Bobe et al, 2016) have
identified different patterns regarding the consumer’s perception on organic food and a set
of determinants that drive the buying decision. As a geographic coordinate Romania was
chosen because of its dissimilarity regarding production and consumption of such products.
Romania is a highly productive country in the organic industry, that has one of the lowest
levels of consumption in Europe (IFOAM, 2016).
Thus, Romanians don’t buy organic food due to the high prices of these products, this
representing a consumer pattern that has multiple sub-reasons like: the lack of knowledge
regarding what organic food is, the lack of confidence that a product is 100% organic and
it’s not counterfeit, the misunderstanding regarding the eco-labelling of these products, and
that the quality declaration comes from an unknown producer and not a recognised
governmental body, a complex agriculture legislation that is not understood by all
consumers or that is not promoted enough in terms of the strict regulations that it promotes
in the sector of organic food. In other words, the Romanian consumers are missing the main
guarantees that the organic sector brings and the phenomenon is caused not by the lack of
these guarantees but by the need of an organic food quality – assurance programme.
Given these conditions, the main objective of the present paper is to define the main
characteristics for a computerised quality-assurance model. This quality assurance model
should help consumers, at any time, by using modern technologies (smart-phones, QR code
scanning), to access an official database, that can give all the needed information regarding
the organic product that the consumer is about to buy. The simple listing of the product in
the database should be a sign that the food product is labelled as organic and is certified by
specialized body.
The research methodology starts with a literature review in order to identify and analyse a
set of immediate-impact guarantees that Romanian consumers can identify before buying an
organic food product (visual guarantees). The identified items will be treated as variables for
our model. Thus, the characteristics of the model will be defined so that the computerized
application should be able to optimize the consumer’s buying decision towards organic food
products, based on a better understanding of their benefits versus costs.
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1. Organic Food – consumer trust vs credence goods perception
Organic agriculture and the organic food productive sector have continuously evolved
during the past decades, organic agricultural land reaching almost 58 million hectares,
according to the last global survey developed by IFOAM at the beginning of 2018. Because
of its important status worldwide and the involved restrictions, developing a clear,
harmonized but also severe legal framework became a necessity for the legal bodies and
promoters that act in this field.
Beside implementing a unitary and well-documented legislation, the strategy of the organic
food sector also highlights two important process, namely the certification and labelling of
organic food products. In the context of the market of organic food, where consumer’s trust
is a delicate issue, since consumers are not able to verify whether a product is an organic
product, not even after consumption (Janssen and Hamm, 2012), certification and labelling
become 2 important aspects.
The certification process represents the adherence of producers to organic agriculture and
the organic food sector, while labelling of organic food with specific certified logos
represents a trigger for the consumer at the market point that the inspected product is
authentic and certified as being organic. Thus, certification and labelling are the two main
tools intended for the consumer, that can be identified in real time, before buying a food
product.
Many European countries have adopted the European legislation so that only products that
are obtain according to the law can be labelled and sold as organic, biologic or ecologic.
According to the European Union legislation (Regulation no 834/2007), these three terms or
any combination of them define the same concept: food products obtained using techniques
that respect the principles of organic farming and organic food processing.
The existence of three terms that designates the same products can generate a first point of
confusion for the consumer, especially related to imported products, as each country in the
European Union chooses on of these terms to define these products in the national
legislation. So, a consumer can encounter organic food products (that come from England,
Cyprus, Ireland or Malta), ecological food products (originated from Denmark, Lithuania,
Poland, Romania, Slovenia, Sweden, Hungary) or biological food products (produced in
Austria, Belgium, Bulgaria, France, Greece, Italy, Luxembourg or Netherlands).
But why should organic products be labelled specifically? From a notional point of view,
organic agriculture and organic food products are superior in many directions (nutritional,
environmental) than the classic conventional food systems (Toma et al, 2017), benefits that
come with higher costs and need to be explained to the consumer in order to understood and
drive the buying decision in a positive way. These overall benefits result from applying the
organic principles, promoted by legislation, in the production process of these food products
and not exactly to the end-product. So, it rather hard for the consumer to see that the organic
principles were applied when analysing an end product, at the supermarket shelf.
In this context, organic food products can be considered credence goods, for which
consumers do not have reliable information that allows to evaluate their quality and their
attributes cannot be ascertained even after purchase or consumption of the product (Ford, et
al 1988).
So, taking into consideration the fact that consumer's perception of food quality is multiattribute, the organic food sector must identify and build new methods that aim the delicate
issue of increasing consumer trust in buying organic food products. When buying a food
product, the consumer’s first experience includes either search or experience attributes,
depending on if they are determined prior to consumption (for example aspect, colour,
price) or after consumption (for example taste, durability). Attributes such healthier food (no
usage of synthetic pesticides and fertilizers, rich in antioxidant) or environmental friendly
involve a high level of uncertainty from the consumer perspective. These attributes act
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interdependent and search attributes having a first contribution to the formation of quality
expectation, followed by credence attributes, while experience attributes represent an
important factor in building the consumer’s further buying choices (Figure 1).

Fig. no. 1. Conceptual framework – The influence of credence attributes on buying
organic food
Source: adapted from Resano et al, 2018

If a deeper analyse is conducted, regarding the most frequently addressed attributes when a
buying decision is made for a food product (2 representative attributes from the search and
experience categories), excluding the credence determinants, the results tend to favour
conventional food (Table no 1).
Table no. 1. Conventional food vs organic food - Buying decision result
price
appearance
taste
Experience
attributes
durability
Buying decision result
Search attributes

Conventional food
+
+
+
2+

Organic food
+
2-

At a first glance, conventional food is cheaper than organic food, conventional food has a
more attractive appearance than organic food (due to the fact that conventional agriculture
uses fertilizers and pesticides, the end-products are more well-shaped and better coloured),
conventional food has a longer self-life (due to the preservatives added in the end-product),
leaving organic food to score only at the taste attribute (in general, as for some processed
food products, the added flavours can determine conventional food to test better than
organic food).
Thus, theory suggests that institutions such as governmental or third-party standards and
certification, liability regimes and verifiable rules must be used to solve the credence
problem and allow a market for items such as organic food to exist (Holland, 2015) as
consumer trust in the product integrity of credence goods is of crucial importance, in
particular if the credence attribute entails a premium price, as is the case of organic food
(Golan et al, 2001).
So, an important aspect for the organic market is to have an informed consumer that can
accept to purchase a good that is highly promoted by a set of characteristics that are visible
at a first contact, that are confirmed by personal beliefs and other guarantees (like
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certification codes, certification logos) which need to be acknowledged through information
and education.
2. Modelling organic food guarantees as a resource for consumer trust. Case study on
Romanian market
In order to support consumer’s trust regarding credence goods and help consumers in
identifying organic food products in contrast with conventional food products, most
countries have introduced an organic food certification system, based on well-established
legislation principles. This system in fact offers a guarantee that the product comes from
organic farming and consumers are not deceived when purchasing the product at a higher
price than the same conventional food product (Janssen and Hamm, 2012).
In close relationship with the organic certification process, the labelling process of organic
food aims to properly inform consumers and eliminate any confusion or misunderstanding
regarding the origin of an organic food product. Organic products are specifically labelled, a
producer being allowed to use specific logos on the label, only after the certification
process.
These instruments are important market components that have contributed to its
development from an early period. Thus, Western European organic markets have a
significant share in the food industry and the level of consumption is constantly growing in
contrast with Eastern Europe, where an increasing organic production industry contrasts a
low consumption level.
Based on the literature review it can be observed that certification and labelling, as
guarantee resources for building the consumer’s trust in the organic food sector, are closely
linked with the level of information that the consumer has regarding this sector. Past studies
conducted by the authors have also resulted in highlighting the importance of information
and education in developing a sustainable organic food market, mainly from a consumption
point of view.
In order to identify how these 2 instruments can be improved, in the case of specific
countries with less developed organic markets, an exploratory attempt was proposed for this
paper. Romania was chosen as a geographic coordinate as pervious researches of the authors
exposed that Romanian organic food market is a growing market form a production point of
view, while the consumption rates remain low (Toma et al, 2017).
At a more detailed analysis, the core of the organic farming system in Romania, a member
stat of the European Union since 2007, is based on the rules provided by the European
Regulation no 834/2007. The existing Romanian legislative framework on the organic food
sector has been continuously revised and improved in order to include different standpoints
expressed by the European Union over the years. Beside production and processing, the
legislation covers also the certification and labelling of organic food.
Thus, in Romania the inspection and certification of operators registered in the organic
farming system is carried out by 15 private control bodies, which are accredited by the
Romanian Accreditation Association or equivalent accreditation bodies of the European
Union, signatory to the Multilateral Recognition EA-MLA Accreditation Agreement and
approved by the Ministry of Agriculture and Rural Development to carry out this activity.
The result of the certification process, that is visible for the consumers, at a first inspection
of the product, is the name and the code of the inspection body that carried out the last
inspection of the operator. So, the role of the certification system is to guarantee the
credence attributes of these food products, namely that they are produced in accordance with
the requirements imposed by legislation applicable to organic production and that these
products comply with the same principles and rules during all stages of production, starting
with the primary production of the raw organic ingredients and ending with storage,
processing, transport and purchase action of the final consumer, at the supermarket shelf.
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Since July 2010, all prepacked organic products produced and sold in the European Union
must be labelled with the mandatory EU logo (Regulation (EC) No. 834/2007). Besides the
EU logo, there are several other voluntary organic certification logos in many European
countries, which are owned by different kinds of organisations (Janssen and Hamm, 2012).
Romania has a similar organic logo (“ae – Agricultura ecologică”), property of the Ministry
of Agriculture and Rural Development, that can be used voluntary next to the EU logo (the
logos are presented in Figure no 2).

Fig. no. 2. Romania’s logos for organic food
products
Source: MADR – AE Logos, 2018

Applying the EU logo to pre-packaged food is mandatory for EU products, but remains
optional for imported products. The use of the EU Community logo must be accompanied
by an indication of the place of production of the raw ingredients. This indication may be in
the form of 'EU', 'non-EU' and/or the name of the EU Member State or non-EU country
where the product or its raw materials were obtained.
So, these three elements represent the guarantees for a consumer when buying an organic
food product. But in the context of food-fraud, consumers are reluctant to trust label logos
and codes, for food products that usually sell at higher price than conventional food. Also,
their lack of knowledge and information misunderstanding can cause insecurity during the
buying decision, as multiple factors can differ from a product label to another (if the product
is imported, if the raw material is produced in Romania or another EU country or non-EU
country, if the raw material is imported and packed or processed in Romana).
On the other hand, inside the market segment more and more often producers and
distributors tempt to substitute specific ingredients or even whole products in order to set an
appropriate price for an aimed premium market, like the organic food market (Huck et al,
2016).
Having this situation as a starting point, a set of recommendations have been projected in
order to build a better customer - market relationship and to transform Romanian food
market in a more flexible sector, taking into consideration both consumers and producers
demands.
Taking into consideration that all information regarding organic food is centralized by the
Ministry of Agriculture and Rural Development, an institution that has more credibility with
consumers than a third-party certification body, a metadatabase must be available to the
public, hosted on the Ministry’s official website – www.madr.ro.
A well-structured informational program addressed to all consumers can help them better
understand the organic market’s role in both their personal and environmental health. In
order to meet all issues highlighted in the previous analysis, the computerized model should
have 4 main layers of information (Figure no 3):
1. general information that can help consumers acknowledge organic food products cost
and benefits and the certification and labelling matrix;
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2. database check – the possibility to check any organic food products if it’s authentic or
not (by adding one of its identification items in search area – product name, producer
name, certification body cod) or by scanning a QR code listed on the products label;
3. organic food product information – after confirming that the product is genuine,
consumers can have access to all the information from the label plus extra information
that the producer wasn’t able to add on label due to space restrictions;
4. a section where consumers can address questions and queries, where they can highlight
problems and add proposals.

Fig. no. 3. Modelling organic food guarantees as a resource for consumer trust
So, due to the novelty involved, the organic farming sector confronts with consumer’s
mistrust, which is a defining barrier, having a direct impact on national consumption levels.
This barrier grows as consumers have no access to information and clear methods of
recognizing organic products, thus, such informative and educational programs represent
modern instruments to increase consumer trust in organic food products. Nevertheless,
‘authenticity’ must comply with labelling rules, raw-materials origin and composition,
production protocols and technologies as well as genetic identity of the food product.
Conclusions
One of the main determinants for the evolution of the organic food market is the level of
knowledge and information that consumers have access to and their willingness to
acknowledge that information. In other words, one cannot discuss about consumer’s trust in
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the context of a market with no quality-assurance guarantees, or with low awareness on the
existence and practicability of the existence quality-assurance guarantees.
The result of the study highlights that Romania holds resources that can be used as
instruments for signalling and promoting organic food, more exactly certification processes
and special label-logos, including the EU organic logo, implemented based on European
regulations. Thus, the only missing element is the consumers’ awareness in respect to these
instruments.
As a solution, a consumer-based model was designed on the basic characteristics suitable for
the Romanian organic food market in order to drive a positive purchase decision matrix. The
4 main layers of the model (general informational, authenticity check, product information,
consumer feedback) represent a starting point for the consumer and facilitate the connexion
between the consumer and the organic food market.
By integrating clear and complex educational and informational computerized program,
accessible for the public form multiple devices (phones, laptops), the Romanian organic
food market would be more adaptable to the consumer’s demands and consolidating the
consumer’s trust and also the products’ lifecycle can be extended by building a permanent
interactive relationship between the consumer and the product.
References
Bobe, M., Procopie, R. and Toma, M.A., 2016. How do Romanian consumers perceive
organic food? a market review. New Trends in Sustainable Business and Consumption.
BASIQ International Conference 2016 - Proceedings, pp. 32-39 [online] Available at:
<http://conference.ase.ro/wp-content/uploads/2018/01/BASIQ_Volume2016.pdf>
[Accessed 10 March 2018].
Council Regulation (EC) No 834/2007 of 28 June 2007 on organic production and labelling
of organic products and repealing Regulation ( EEC) No 2092/91
Ford, G. T., Smith, D.B. and Swasy, J.L., 1988. An empirical test of the search, experience
and credence attributes framework. Advances in Consumer Research, 15(1), pp. 239–
243.
Food and Agriculture Organization, 2017. The future of food and agriculture. [online]
Available at: <http://www.fao.org/3/a-i6583e.pdf> [Accessed 12 March 2018].
Golan, E., Kuchler, F. and Mitchell, L., 2000. Economics of food labelling. Washington:
U.S. Dept. of Agriculture, Economic Research Service.
Holland, S., 2015. Lending Credence: Motivation, Trust and
Organic
Certification.
Agricultural and Food Economics, 14(4), pp. 1-18.
Huck, C. W., Pezzei, C. and Huck-Pezzei, V., 2016. An industry perspective of food fraud.
Current Opinion in Food Science, 10, pp. 32-37.
International Federation of Organic Agriculture Movements, 2018. The world of organic
agriculture.
[online]
Available
at:
<https://shop.fibl.org/CHen/mwdownloads/download/link/id/1093/?ref=1> [Accessed 12
March 2018].
Iosif, A.E. and Tăchiciu, L., 2016. Assessment of the Service Innovation System in the
Region of Bucharest-Ilfov. Amfiteatru Economic, 18(41), pp. 8-24.
Janssen, M. and Hamm H., 2012. Product labelling in the market for organic food:
Consumer preferences and willingness-to-pay for different organic certification logos.
Food Quality and Preference, 25, pp. 9–22.
Massey M., O’Cass, A. and Otahal, P., 2018. A meta-analytic study of the factors driving
the purchase of organic food. Appetite, 125, pp. 418-427.
Ministry of Agriculture and Rural Development, 2016. Organic Agriculture. [online]
Available at: <http://www.madr.ro/agricultura-ecologica.html> [Accessed 7 March
2018].

339

BASIQ INTERNATIONAL CONFERENCE

Resano, H., Olaizola, A.M. and Dominguez-Torreiro, M., 2018. Exploring the influence of
consumer characteristics on veal credence and experience guarantee purchasing
motivators. Meat Science, 141, pp. 1–8.
Toma, M. A., Bobe, M. and Procopie, R., 2017. Organic vs conventional food. A
sustainable consumption approach. BASIQ International Conference 2017 Proceedings, pp. 691-699. [online] Available at: <http://conference.ase.ro/wpcontent/uploads/2018/01/Volum_BASIQ-2017.pdf> [Accessed 10 March 2018].

340

New Trends in Sustainable Business and Consumption

THE EFFECT OF ADOPTING IFRS ON ENTITIES’ FINANCIAL PERFORMANCE ON AN
EMERGING MARKET: THE CASE OF ROMANIA
Tatiana Dănescu1, Maria-Alexandra Popa2
Petru Maior University” of Târgu-Mureș, Romania
2)
“1 Decembrie 1918” University of Alba Iulia, Romania
E-mail: tatiana.danescu@gmail.com; E-mail: maria.popa@ea.upm.ro
1) “

Abstract
An efficient electricity market that acts for the benefit of its customers and investors is an
engine of economic and social development. The adaptation of International Financial
Reporting Standards (IFRS) as a financial reporting framework for the energy market listed
on the capital market influenced the presentation of information in the financial statements.
The flexibility offered by IFRS, on the one hand, to the choice of possible solutions, to the
application of alternative treatments, estimates according to the judgments of the decisionmakers, favors the application of strategies to the benefit of certain categories of financial
information users. On the other hand, the application of IFRS leads to an increase in the
comparability of the information presented in the financial statements, but also to the
transparency of the reporting. In this context, we consider of interest the present research
whose objective has been focused on identifying whether the changes brought by the
adoption of IFRS by listed electricity companies in the Romanian capital market through
disclosures in the financial statements have affected the image of financial performance at
the level of the market studied, and in what way there have been changes in the image of the
financial performance.
Keywords
International Financial Reporting Standards, Government Policy and Regulation,
International Accounting Standards, Transparency.
JEL Classification
G300, M410, M480

Introduction
The issue of transparent corporate governance is addressed in many international papers.
Moreover, the implementation of IFRS by listed companies in different countries has led to
an increase in the transparency of the financial information presented by listed companies,
as well as the possibility of attracting foreign investors.
Companies listed on a capital market in the EU area are required to report their financial
statements in accordance with International Financial Reporting Standards.
In Romania, the process of harmonization of Romanian accounting with IFRS and European
legislation started in 2005. IFRS were adopted as a financial reporting framework for
companies listed on the Bucharest Stock Exchange starting with 2012, based on the Order of
the Minister of Public Finance no. 1286 of 2012 (OMFP 1286/2012) and the Order of the
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Minister of Public Finance no. 2844 of 2016 (OMFP 2844/2016), as amended and
supplemented. On the one hand, the companies which, at the date of entry into force of
OMFP 1286/2012, were already listed on the BSE, were obliged to adapt their accounting
policies (which were in line with a national financial reporting framework) provided by
IFRS. On the other hand, companies that have been accepted on the capital market after
2012 have also been forced to apply IFRS.
Our study is based on the analysis of the financial indicators that the sample entities
reported for 10 years (2007-2016), of which 5 years before the adoption of the IFRS and 5
years after the adoption of the IFRS. In the first part, we present a brief analysis of the
specialized literature in the field, then we continue with the presentation of the research
methodology, by interpreting the results and reaching conclusions. As far as we know, a
similar study was not conducted on the Romanian capital market, with other researchers
studying the effect of adopting IFRS only in the year of implementation.
Literature Review
Research in the field show mixed results of the financial measures reported with the
adoption of IFRS (Mirsiglioglu et al, 2013). Therefore, there are studies that prove that the
adoption of IFRS leads to an improvement in accounting quality and others that cannot
establish a clear improvement in accounting quality due to the adoption of IFRS. Other
papers offer researchers a relevant background in this field (N. Soderstrom & K. J. Sun,
2007). They argue that despite the adoption of IFRS, the quality of accounting in an
international context is relative because accounting quality is a function of the entity's
overall institutional framework, being influenced by the economic and legal system of the
entity's country of residence. However, other scholars, after studying the existed literature
between 1960 and 2005, concluded that a direct link between reporting specific to a
jurisdiction and the international accounting convergence process could not be found.
(Baker & Barbu, 2007).
Other studies show that changing the entity's management earnings in their own interest
influences the quality of published financial information (Beneish, 2001). From this point of
view, IFRS provides an opening through the possibility of setting up accounting policies
based on alternative treatments. But, according to other researchers, the imposition of rules
in financial reporting that contributes to increased transparency limits the ability of
managers to use strategies that pursue their own interest (Hunton et al, 2006). Evidence has
been found that in the transition period from national standards to international standards,
accounting quality of financial reporting has decreased (Lin et al., 2012).
Over time, it has been investigated the relevance of accounting information and financial
reports and how they influence the image of companies, with different views and results.
Thus, one study demonstrates that only two of the reports analyzed were significant (Agka
et al, 2007), while another (Callao et al, 2007) could not identify any improvement in
presenting financial information on the Spanish market.
In the literature, research is carried out on the impact of IFRS on disclosing information on
financial performance. A study on the impact of IFRS adoption on loss and earnings
recording shows that entities adopting IFRS have a faster recognition of losses and greater
earnings relevance, all of which contribute to assurance of superior accounting quality
(Barth et al., 2006). According to a study in the UK (Iatridis, 2010), focused on the effect of
adopting International Financial Reporting Standards (IFRS) on the quality of financial
information in the UK, it was demonstrated that less information asymmetry and earning
manipulation would lead to disclosure of informative and quality accounting information
and will therefore help investors make informed and impartial judgments. A study on the
European Union on how the adoption of IFRS reduces the cost of equity (Siqi, 2010) shows
that while the mandatory adoption of IFRSs considerably lowers the cost of entities' equity,
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the effects depend on the force of law enforcement of the countries under review. It is also
invoked the call to best practices in order to stimulate change in an increasingly competitive
environment and with fewer resources to improve organizational performance (Dumitru et
al, 2013).
Research Methodology
In order to achieve the proposed objective, we analyzed the importance of the electricity
market operators in terms of the BET and BET-X index, listed on the Bucharest Stock
Exchange (BSE), taking into account the date on which they were admitted to trading. We
used as criteria for selection the importance of listed entities in the market they represent in
the Romanian economy (the share of turnover in the total sector of the Romanian economy
along with the social responsibilities allocated to listed companies), corroborated with the
date of admission to trading. Thus, we have identified and selected for the study the
electricity and heating, gas, hot water and air conditioning supply market, the only market
on the BVB, represented by entities that are entirely in the top 15 companies from the point
of view of BET and BET-XT index during the analyzed period. The focus of the research
was also based on the importance that energy market operators have for the Romanian
economy, and not only given the social responsibilities assigned to them.
Given the importance of the energy market in an emerging, and not only, economy,
corroborated with the social responsibilities assigned to market-based companies, we
believe that investigating, according to the proposed objective, the financial statements
published by the energy market companies is relevant regarding the identification of the
influence of the application of IFRS on the presentation of financial information, in
particular those presenting financial performance.
The research counts 180 observations carried on financial indicators in 10 years for the
electricity market. In order to facilitate the methodology, we divided our research into two
steps:
Step I:
For the purpose to observe the effect of IFRS application by listed electricity entities on the
presentation of information in the individual financial statements (IFRS being mandatory
from 2012), more precisely if there have been changes in presentations in financial
statements of financial performance information and changes in the image of financial
performance, we investigated the evolution of turnover compared to total revenues, as well
as the evolution of total expenditure in total revenues over time, as follows: the first time
period of 5 years prior to the mandatory application of IFRS (2007-2011) and the second
time interval being 5 years after the application of IFRS (2012-2016). The results were
determined using the formulas:

(1)
where:
T/R= Turnover/Revenues average on electricity market listed on the stock exchange
n = number of years
m = number of entities that form the electricity market listed on the stock exchange
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(2)
where:
E/R = Expenditures/Revenues average on electricity market listed on the stock
exchange
n = number of years
m = number of entities that form the electricity market listed on the stock exchange
The main purpose of the comparisons is to observe their trend before and after adoption of
IFRS to determine whether IFRS has had an impact on disclosures that give a picture of the
financial performance. We also took into account the situation where the identification of
major differences in the obtained results can be caused by the market dynamics, the prices
regulated by ANRE and by the demand for electricity. Therefore, in parallel, the average
prices for one megawatt/hour (MW/h) of the analyzed period were analyzed, but also the
quantity of MW/h sold, as a result of the average prices and the average of the quantities
sold in the analyzed years. Income developments have been established in relative amounts
using the following formula:

(3)
where:
I(j/i)=P(j /i) x Q(j/i) = income
Ij/i = evolution of the income in the analyzed period (%)
Pj/i = evolution of the price in the analyzed period (%)
Qj/i = evolution of the energy quantity sold in the analyzed period (%)
i = current year; j = next year
I = the average evolution of revenues registered by the electricity market listed on
the stock exchange
m = number of entities that form the electricity market listed on the stock exchange.
Step II:
We have studied the impact of adopting IFRS in the disclosures in the balance sheet (from
the point of view of reporting equity and profit on total assets) compared to the presentation
of the Profit and Loss Account (reporting the profit on the total revenue) in order to identify
the impact adoption of IFRSs on financial performance published by entities in the market
under study. In this respect, we have used relative indicators calculated on the basis of the
data from the financial statements reported in the analyzed period regarding: total assets,
total equity, total revenues, total expenses and profit, according to the table below:
Table no. 1 Method of calculating relative indicators
Calculated indicators
Formula
Pr/R

Profit / Total Revenues

Pr/TA

Profit / Total Assets

Eq / TA

Equity / Total Assets

Source: authors' research
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These indicators, along with those calculated at the previous step, were considered relevant
to meeting the objective of our research.
Results and Discussion
According to the applied research methodology, we compared different time intervals
(interval I - before adoption of IFRS and interval II - after the adoption of IFRS) for the
listed on the stock exchange companies forming electricity market listed on BSE,
established on the same principle, namely: time interval I consisting of observation the trend
of presenting financial information 5 years before the adoption of IFRS, and the interval II
formed by observing the possible differences in the results obtained within the next 5 years
since the adoption of IFRS. Thus, in Table no. 2 we find out the averages of indicators
calculated before and after adoption of IFRS:
Table no. 2 Relative indicators studied before and after adoption of IFRS
2016

Mean
Before
IFRS

11,77

9,83

3,79

10,36

4,83

5,04

3,89

1,10

3,80

58,26

63,80

68,14

69,80

62,83

64,43

96,99

85,63

89,31

89,06

90,72

97,42

90,34

91,12

91,22

91,93

91,54

91,44

92,16

91,45

Before IFRS
Pr./R
%
Pr./TA
%
Eq/TA
%
E/R %
T/R
%

After IFRS

2007

2008

2009

2010

5,69

4,72

2,12

1,05

5,37

1,47

1,25

0,45

0,36

62,79

62,88

64,27

98,61

96,44

89,22

97,97

2011

2012

2013

2014

2015

2,17

16,16

11,85

1,95

0,72

4,54

63,16

61,03

62,13

97,88

98,95

95,19

94,30

89,39

89,90

Mean
After
IFRS

Source: authors' research

As we can see from Table no. 2, the average share of expenditures in total revenues
decreased by more than 7.08% in the post-adoption period of the IFRS compared to the
previous period, while the average share of turnover in total revenues recorded a decrease of
only 0.71%.
Table no. 3 below shows briefly the percentages related to the evolution of the analyzed
indicators:
Table no. 3 Evolution of the indicators studied and their average before and after
adoption of IFRS
2008/
2007
T/R
%
E/R
%
Pr./
R%
Pr./T
A%
Eq/T
A%
I%

Before IFRS
2009/
2010/
2008
2009

2011/
2010

2013/
2012

After IFRS
2014/
2015/
2013
2014

2016/
2015

Mean
before
IFRS

Mean
after
IFRS

109,81

96,25

94,79

100,58

101,35

100,11

100,78

99,57

100,36

100,45

97,80

101,49

101,10

96,20

101,88

88,29

104,30

99,72

99,15

98,55

82,95

44,92

49,36

512,72

40,44

744,51

73,33

99,30

172,49

239,40

85,36

36,22

78,57

547,06

632,40

106,37

104,37

77,17

186,80

230,08

100,14

102,22

98,26

96,63

93,78

109,50

106,80

102,43

99,31

103,13

152,92

78,91

101,70

115,08

97,26

111,60

103,53

100,72

112,15

103,28

Source: authors' research

According to Table no 3, following the implementation of IFRS a slight increase in the
average share of turnover in total revenues (0.09%) can be observed, while the average
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share of expenditures in total revenues tends to decrease (0.60%). If these changes are due
to a change in the financial reporting framework from the national framework to IFRS, it
can be argued that the adoption of IFRS leads to the presentation of the companies from the
electricity market listed on BSE in a more favorable way in terms of expenditure and
revenue.
In order to affirm that this image improvement is due to the adoption of IFRS rather than to
the influence of the price and the quantity of electricity sold, we calculated the income from
the electricity supply by multiplying the quantity of electricity supplied with the average
price regulated by the National Regulatory Authority in the field of energy (ANRE).
According to the ANRE Report of 2016, the average price of electricity transport and the
total amount of electricity supplied on the electricity market is shown in Figure 1:

Fig. no. 1 The tendency of the average price approved for the transportation of
electricity and electricity consumption (2008-2017 period)
Source: ANRE report 2016, p. 37

Table no. 4 summarizes the evolution of revenues (expressed in relative magnitude)
calculated on the basis of the evolution of the average electricity price and the evolution of
the supplied electricity:
Table no. 4 Income evolution calculated on the basis of the evolution of the average
price and the evolution of the quantity of electricity delivered (I) at market level
during the analyzed period
2008/
2007

2009/
2008

I % 152,92
78,91
Source: authors' research

2010/
2009

2011/
2010

101,70

115,08

2013/
2012
97,26

2014/
2013

2015/
2014

2016/
2015

Before
IFRS

111,60

103,53

100,72

112,15

After
IFRS
103,28

We can see from the Table no. 4 and Fig. no. 2 that there is a downward trend in electricity
sales in the electricity market listed on BSE after the adoption of IFRS, which shows that
the amount of energy delivered and, implicitly, the price of electricity decreased in the postadoption period. In the context of a slight increase in the price during the period 2012-2015
and then (in 2016), it returned to the level of the price in 2012 and the quantity delivered by
the companies decreased slightly during the period 2012- 2015, and in 2016 returned to the
level delivered in 2012, the trend of revenue growth in revenues (according to Table 2)
could be attributed to the application of IFRS rather than to changes in the amount of energy
delivered or the price.
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Fig. no. 2 Turnover trend in total revenues (T /
Fig. no. 2 Turnover trend in total revenues (T / R) and revenues calculated on the basis
of the evolution of the average price and the evolution of the delivered electricity
quantity (I) during the analyzed period, compared to the trend of the share of
expenditures
Source: Source: authors' projection

The results presented can demonstrate that the application of IFRS by the entities within the
sample has led to a more favorable presentation of the earnings and expense information in
the financial statements.
Taking into account the Pr / TA, Eq / TA and Pr / R indicators (found in Tables no 2 and no
3) we note the trend of post-adoption IFRS growth and more favorable performance of the
entities in the market analyzed after the first year adoption of IFRS. We point out that the
indicators under review are lower than in the previous year compared to the year of adoption
(see Figure 3), for which the adoption of IFRS apparently does not bring significant
improvements in the company's image in the year of adoption of IFRS (as other researchers
have concluded).

Fig. no. 3 Comparative presentation of the financial indicators of entities in the sample
before and after adoption of IFRS
Source: authors' projection

However, in the years following the adoption of IFRS, we note that the ratio of profit to
total assets fluctuate relatively little, being stabilized, which may increase investor
confidence in the companies under review. This assumption is also being tested and
demonstrated by the ratio of equity to total assets, which is more than 10% higher in the
post-adoption period. In this respect, we can say that there is an improvement in the image
of the analyzed entities but also at the market level.
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Conclusions
Corroborating the results obtained and previously presented in the context of the research
undertaken, we can state that the change of the financial reporting framework from the
national framework to the IFRS, after the first year, led to a more favorable presentation of
the image of the indicators suggesting the performance financial. Moreover, the increase of
more than 10% in the post-adoption period of the IFRS, the ratio between equity and total
assets is another proof that supports the demonstration and places the changes brought not
only in the area of social responsibilities assigned to operators in the energy market, but also
in the size of investors' perception of the capital market for entities in the electricity market.
The limits of our research consisted mainly of the small number of companies listed on BSE
operating in the emerging market. The data were also collected manually from the BVB
platform and the research did not take into account other factors that could influence the
results.
Additional studies could be conducted on other entities included in other sectors of activity
listed on the Bucharest Stock Exchange or by studying the effect of adopting IFRS at the
level of all companies listed on the Romanian stock exchange. Moreover, studies on the
adoption of IFRS could also be carried out on companies in insolvency both at the time of
the adoption of IFRSs and those who have entered into insolvency after the adoption of
IFRS.
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Abstract
The equitable and sustainable territorial well-being is an increasingly important field of
study and at the level of each country and globally. The objective of our paper is to analyze
the quality of life indicators, consistent with national and international theoretical
framework useful to capture the local specificity, preparing a solid information base for
planning and reporting on activities of the Institutions and administration of broad area. So
far, different projects aimed to measure equitable and sustainable well-being and at
evaluating the progress of society not only from an economic, but also from a social and
environmental point of view. In this paper, we adopted the criteria of logical-conceptual
choice (theory driven) for the selection of key indicators, representative of the Italian
economy. This choice is a useful and important output to evaluate the action of the
Government in the political choices for the well-being of citizens. However, there is a risk
regarding analyzes results which can be overturned from one year to the next and thus be
misleading when making territorial comparisons. Knowledge of structured data on the
system of constraints, the resources and the potential of a region is still essential to territorial
governance and its institutional setup.
Keywords
Italian economy, BES index, economic performance, social progress, sustainability,
household income, intergenerational inequality.
JEL Classification
C22, C82, D31, D69, I31, I38

Introduction
The belief that GDP can no longer suffice as an indicator of the condition of a country is
motivated by the growing dissatisfaction of the results achieved based on the utilitarian
doctrine that promoted the concept of well-being understood as the sum of the well-being of
individuals. For some time now, international (OECD) and Italian institutions (National
Council for Economics and Labor – NCEL; Italian National Institute of Statistics - ISTAT),
scholars and experts are refining an instrument parallel to the strictly economic one that is
GDP. Therefore, more and more often, is talking about adopting the BES index (equitable
and sustainable well-being). It is a set of social, cultural and economic indicators, which by
appropriate combinations allow having the better conditions for interpreting the short and
long-term changes within the society. Moreover, the traits of satisfaction or dissatisfaction
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of the population, not only of how much wealth has grown but also of how this is distributed
among people in terms of tangible and intangible assets. In other words, to know clearly
about the GDP growth trend together along to how we live and how we could live in the
immediate future. With GDP, an important role assume economists, econometricians,
statisticians, while with the BES have also implied other disciplines such as sociology,
environmentalism, technology, the various branches of knowledge, political science. The
interdisciplinary approach is indispensable, therefore, to provide a qualitative assessment of
progress, without unrealistic visions on idea of well-being (Androniceanu, 2017;
Androniceanu & Drăgulănescu, 2012).
1. Methodology
Based on the multidimensional approach and the time series database we analyzed the
correlations between indicators. The database allowed us to construct the territorial analysis
by defining well-being profiles based on spatial analysis models. In this research, we chose
to use a limited number of key indicators, selected from the initial dataset. This decision
stems from a series of assessments regarding the approach at the basis of the Bes
construction. For the Bes measurement, we used outcome indicators and, in the absence of
these, we opted for some output indicators (Leskaj, 2017).
We construct a new index of economic well-being a NIEWB and that aggregates four
dimensions: consumption flows, stocks of productive resources, economic security and
inequality and poverty (Žofčinová, 2017).
2. BES - the only index for the EU
The need to measure the level of wellbeing achieved by a society has been more evident
over the last decade, while ensuring its economic, social and environmental sustainability
(Androniceanu, et al., 2017). In this direction moves the recent UN process that updates the
Global Sustainable Development Goals 2015-2030 (Sustainable Development goals,
SDGs), identified by a new system of indicators that all countries of the world have pledged
to draw. It is about 240 indicators that need to substantiate the 169 targets in which they are
articulated the 17 Objectives.
In the 2000s a key role was is played by the OECD, starting from the Global Project on
Measuring the Progress of Societies initiated in 2003, to arrive at the Better Life index.
From the European Commission, in 2009, came out the important communication entitled
"GDP and Beyond: Measuring progress in a changing world”. The Commission on the
Measurement of Economic Performance and Social Progress (known as the Stiglitz, Sen and
Fitoussi Report, SSF), was the one that set explicit objectives to identify the usage limits of
GDP as an indicator of economic performance and social progress. Today we need to
consider the possibility of using alternative instruments for measuring progress and promote
a reflection on how to present the statistical information properly, precisely to capture
social, material and non-material welfare, in its many dimensions. From this, can be
imaginate the elaboration of only three indicators on the economy, society and environment
of each country, which will summarize the 12 domains of the BES.
3. The BES indicators
In Italy, the situation is an international benchmark thanks to the institutional collaboration
established in 2010/2011 between ISTAT and NCEL and subsequently developed.
There is talk of BES, the Equitable and Sustainable Well-being, that is, a system of
indicators that allows multidimensional analysis of the relevant aspects of the quality of life
of citizens. Therefore a complex of measures of the fundamental social and environmental
dimensions of well-being, integrated with measures of inequality and economic, social and
environmental sustainability. All this, gathered in twelve domains of specific thematic areas
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(Health, Education and Training, Work and Conciliation of Life Times, Economic
Wellbeing, Social Relations, Politics and Institutions, Safety, Subjective Wellbeing,
Landscape and Cultural Heritage, Environment, Research and Innovation, quality of
services), which in turn contain various indicators. The BES was born from awareness,
coming from the international debate, of the need to support the GDP and its reporting
capabilities of economic activity, a more comprehensive measure of the state of health of
the country. We note that the definition of the domains and then the specific indicators came
out through a process of sharing, which has joint the interests of a complex society like the
Italian one with the technical expertise. The result were three reports and later was added the
four’s one - UrBES, related to welfare trends in urban realities and, more recently, the BES
of the Italian Provinces relative to broad area territories as provinces and metropolitan cities.
The main indicators that attempts to calculate not only the economic value of a society but
also the well-being of the individuals that compose it are:
1. The Index of sustainable economic well-being: he focus is on the environment and income
distribution. It proposed in 1989 by two researchers, Herman Daly and John B Cobb (1989),
the Index of Sustainable Economic Welfare (ISEW) measures sustainable economic welfare
by considering the link between environment, economy and society.
2. Genuine Progress Indicator (GPI): also considers free time, divorces, crime and
unemployment. Born in the nineties, it incorporates in its formula a number of variables that
can affect the well-being of individuals as crime, divorce, unemployment and free time.
3. Better Life Index: proposed by the OECD in 2011, allows comparing the degree of wellbeing in different countries, separated into 11 topics identified as essential in the various
areas that affect the material conditions and quality of life.
4. Human Development Index: Developed in 1990 by Mahbub ul Haq (Pakistani economist)
and Sen, this index measures human development understood as progress towards individual
and social well-being. Since 1993, it has been "adopted" by the UN (Anand and Sen, 1994).
4. Economic well-being and intergenerational inequality
Measuring well-being of a society cannot ignored the specificity of each economic and
social context, which has its own characteristics and problems. In Italy, the structural
changes that have occurred over the past two decades and the ways in which the crisis has
had different effects lead to deepen the plight of young people. The urgency of the youth
question leads also to include indicators of work safety and future poverty risk in the
measurement of Italian economic welfare. Through expanding the IEWB - the Index of
Economic Well-being, developed by the Center for the Study of Living Standards (Osberg
and Sharpe, 2009), we construct a new index of economic well-being, which we call
NIEWB and that aggregates four dimensions: consumption flows, stocks of productive
resources, economic security and inequality and poverty. In particular, to the component
inequality and poverty we add the indexes used by IEWB (intensity of poverty and Gini
index), a measure of intergenerational inequality (the income share of young on income of
adults). Economic security dimension includes the unemployment rate and a precariousness
index (atypical and irregular workers' share in the total workforce). The results show how
intergenerational inequality and economic uncertainty have increased in Italy from 2003 to
2016. The relationship between the average wages of young people (under 35 years) and
adults (over age 35) has decreased by 7 percentage points (from 0.78 to 0.71). The incidence
of precarious employment has increased by 40% (from 15% in 1995 to 21% in 2016),
leading to a slight worsening of the job security dimension despite a significant reduction in
the unemployment rate over the same period.
Figure nr.1 (Evolution of the NIWEB dimension) and figure nr. 2 presents the evolution of
the economic well-being index (NIEWB) and the comparison with the GDP per capita. The
economic well-being in Italy grew by 5.8% from 2003 to 2016, against the growth of GDP
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per capita by 14%. Ignoring the new dimensions that we added to the index of economic
well-being (we have therefore the IEWB) we get a greater growth of the whole index
(8.2%), and in particular, an increase of the economic security and equality dimension.
GDP per capita

IEWB

NIEWB

Consumption
Work safety

Capital stock
Equality

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Fig. no. 1 Evolution of the NIWEB
dimension

Fig. no. 2 Evolution of NIEWB, IEWB
and per capita GDP in Italy

Source:our elaboration based on ISTAT data,
different years

Source: our elaboration based on ISTAT data,
different years

5. The income of Italian families grows
According to an OECD report on growth and economic well-being, the real per capita
income of Italian households grew by 0.8% in the third quarter of 2017, exceeding the data
on the growth of real GDP per capita, stable at + 0.4% (fig. nr. 3).

Fig. no. 3 Real household income and GDP per capita
Percentage change of Q3 vs. Q2 of 2017, seasonally adjusted data
Source: OECD, 2018. News Release: OECD Growth and economic well-being. Quarterly Sector Accounts,
OECD Publishing, Paris. http://www.oecd.org/sdd/na/OECD-HDI-02-2018.pdf

According to the Parisian institution among the seven largest economies for which data are
available, real income growth per capita is significantly slowed in all countries, except Italy.
The sharpest slowdown was in Great Britain, a decline of 0.3% compared to + 2.5% in the
previous quarter, but also stunted Germany (-0.1% against + 0.5%) and France (+ 0.4%
against + 0.5%). The same situation occurred also overseas, Canada slowing (+ 0.4%
against + 1.1%) and the United States without changes. In the European Union, real per
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capita income growth stayed stable at 0.7%, slightly above the real GDP per capita growth
(0.6%). However, the euro area slowed to 0.4% and was overtaken by the growth of real
GDP per capita, for the sixth consecutive quarter.

Fig. no. 4 GDP per capita, household disposable income per capita and net cash
transfers to households
Source: our elaboration based on OECD data

The Italian shooting is positive even we look at the figure of the last nine quarters, with
growth in household income stood at + 3.4%, which again is better than the average of the
G7 countries (+2.1%) and the Eurozone (+ 3.3%) (fig. nr. 4).
6. The analysis of the Italian Ministry of Economy and Finance (MEF) on the
indicators of the equitable and sustainable well-being
The Bes indicators have become part of the Italian economic-financial planning starting
from 2017: in the last Economic and Financial Document (DEF 2017), four of the twelve
parameters have already been included and the other will gradually come into operation.
For the first year 2017, the MEF draw the expected evolution on: disposable income per
capita, including transfers in kind from Public Administrations and non-profit social
institutions; income inequality (ratio between the income of the wealthiest quintile of the
population and the poorest one); rate of non-participation in work (an index of economic
and social exclusion wider than the unemployment rate); CO2 emissions and other climatealtering gases (table nr. 1).
Table no. 1: The prospects of equitable and sustainable well-being, forecast period 2018- 2020
2017
2018
2019
2020
Index
Average household net adjusted disposable income per 22.252 22.825 23.536 24.089
capita (in euro)
Index of inequality of disposable income (absolute
6,2
6,10
6
6
values)
Rate of non-participation in work (percentage)
20,70
20 19,20
18,6
of which men
17,40
16,8
16,1 15,60
of which women
24,8 23,90
23 22,20
CO2 emissions and other climate-altering gases per
7,5
7,5
7,5
7,5
capita (tonnes per capita)
Source: our elaboration based on MEF data, http://www.rgs.mef.gov.it/_Documenti/VERSIONE-I/Attivit-i/Contabilit_e_finanza_pubblica/DEF/2017/Sez-II-AnalisiETtendenzeDellaFinanzaPubblica.pdf

Overall, the Treasury speaks about an "encouraging picture" characterized by a recovery of
disposable income determined both by current economic growth and by some specific
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interventions. These are policies to support families and employment and those to combat
poverty such as the inclusion income (Rei). Therefore, the Report traces "a positive
evolution" while recognizing that Italy is still in "a difficult economic-social situation in
which environmental and economic challenges remain, as well as significant social, gender
and territorial inequalities": all factors highlighted lastly also by ISTAT in its Report on the
BES.
7. Household disposable income per capita
This indicator adds up the income that a family can have - net of taxes and contributions - to
the quantification of services provided in kind by the State (mainly education and health), to
estimate the total resources that families have for consumption or savings (fig. nr. 5).
Then the per capita value we obtained by dividing it for resident persons. The Treasury
estimates an increase of 5.5% in value between 2018 and 2020, in this period the per capita
income is rising from 22,825 to 24,089 euro.
However, much of this growth is likely to be eroded by inflation. In fact, our forecast on the
trend of the "real" income: considering 100 the level of 2017, it is expected to be 102.1 in
2020 (while the nominal income, without considering prices, is expected to be 108.3).
nominal value in euro
24.500
24.089

24.000
23.536

23.500
23.000

22.825

22.500
22.252
22.000
21.500
21.000
2017

2018

2019

2020

Fig. no. 5 Household disposable income per capita
Source: our elaboration based on MEF data, http://www.rgs.mef.gov.it/_Documenti/VERSIONE-I/Attivit-i/Contabilit_e_finanza_pubblica/DEF/2017/Sez-II-AnalisiETtendenzeDellaFinanzaPubblica.pdf

8. Index of inequality of disposable income
At the widening gap of income of the richest and the poorest can be answered with the
persistent internal economic inequalities in the country. To get a sense of this difference
enough to calculate the ratio of the total equivalised income received by 20 percent of the
population with the highest income and that received by 20 percent of the population with
the lowest income. According to the MEF, in 2017 this ratio stood at 6.2 times and is
expected to fall to 6.1 in 2018 - as a result of the Rei and the expansion of family support to then settle at 6 in the following two years.
Conclusions
The debate on the measurement of the well-being of individuals and of society is receiving
growing and general attention, for the objectives of measuring the quality of life of citizens,
in an increasingly complete and updated framework regarding the aspects of equity and
sustainability. Together with the national BES, which outlines the perspective of the current
level of well-being in Italy and in terms of measuring future sustainability (economic,
social, environmental and governance), there are side-by UrBes projects relating to wellbeing in cities and the project Bes relative to the provinces, thus extending the analysis of
well-being at the local level. The welfare analysis at the local level need to strengthen the
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dialogue among administrators and citizens, and allows citizens to evaluate the results of the
government and, at the same time, to participate with more awareness in local decision
processes. From the theoretical point of view, notwithstanding the strong and fundamental
reference to the structure fully assumed in the National Bes project, the project relating to
the provinces focused on possible connections between Bes measurement and of local
policymaking. The "bottom-up" approach links the information needs of the local
Authorities, national and international references framework and is oriented in searching for
statistical complementary measures of Bes indicators are more adherent to the information
needs arising from the governance processes of the Provincial Broad Area or subway
(Taralli, 2013).
The Bes is useful as a key support with appropriate statistical measures planning and
assessment of national and local policies with the ability to outlining policy actions that best
meet the economic, social and environmental needs of the local community and the choices
made can have significant impacts on framework conditions underlying social well-being.
From this perspective, the Bes of the provinces take as a reference on the one hand the
OECD' project "How's life in your region?", as a part of "Better Life" initiative, to promote
the dissemination of best practices to use indicators of well-being in support of local policies
(OECD, 2013). On other hand, guidelines for the local implementation of the "Europe 2020
Strategy: The. Role of Cities and Regions" (EU COR, 2012). The Committee of the Regions
of the European Union, to raise awareness of local administrations and citizens on the
"Europe 2020" strategy, indicated in the guidelines, agreed with the Commission, the need
to define a "2020 vision" at local level. It also recommended local authorities to identify
their strategic objectives starting from the analysis of territorial well-being, developing
SWOT analysis that highlight the strengths and weaknesses, risks and opportunities of the
territories, and implementing key indicators that feed social reporting and the evaluation of
policies from the perspective of Bes. The search for an ever-increasing number of indicators
also makes it necessary to give the Bes structure a connotation of continuous updating in the
context of an organic arrangement of projects measuring the well-being of the country, the
provinces and the broad areas. Therefore, an integrated information system for the
measurement of well-being could be the reference tool for collaborative initiatives at the
various national institutional levels and local autonomies, which hold particularly important
roles in relation to the places where people live and relate.
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Abstract
The airline industry has influenced over the years the tourism industry directly and
indirectly. First of all, the evolution of the airline industry has contributed to the
development of international tourism, offering access to far away and isolated destinations.
At the same time, new forms of tourism have appeared as a consequence of the
developments in the airline sector: short haul city tourism, visiting friends and relatives,
stopover tourism.
Over the years, the airline industry has also influenced the tourism industry indirectly, by
changing the profile and the travelling habits of the modern traveler.
This article investigates the way the airline industry has shaped the profile of a modern
traveler, in search for affordability, convenience, flexibility.
For this research, an analysis of secondary data has been done (scientific journals,
publications), as well as primary data collection through a questionnaire distributed online.
The research has revealed that the modern tourist is independent, with access to information
and empowered, preferring to create his own tailor-made package. In search for affordable
fares, he is also looking for value for money and flexibility in his purchases. In this context
the whole tourism system has to become creative, in order to find the best ways to address
his needs.
Keywords
Tourist, low-cost, smart travel, airlines
JEL Classification
L93

Introduction
Over the last years, the profile of the modern traveler has been shaped by different factors
which are interconnected: the evolution of technology, the progress of the airline industry
and the development of the tourism industry.
The Open Skies Policy which led to the development of air travel for masses and made
holiday packages popular, the liberalization of air travel and the rise of low-cost airlines
which encouraged tourists to travel independently, the general trend of moving towards the
online environment all represent factors which contributed to the emergence of a new tourist
profile, with specific characteristics (Aluculesei & Nistoreanu, 2016).
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The paper focuses on identifying the way the tourist profile has changed over the years and
the main objectives of the paper are:
•
Establishing the impact of the developments of the airline industry on the typology
of the modern traveler
Identifying the opportunities and challenges that these changes bring to the actors
•
from the airline and tourism sectors
In order to achieve these objectives, secondary data from various scientific publications and
journals has been analyzed and a quantitative research has been conducted, using online
questionnaires.
Traveler trends throughout the evolution of airline business models
In order to understand the modern tourist, it is important to identify the evolution of his
profile simultaneously to the progress of the airline industry.
The introduction of commercial jets contributed to the growth of international tourism (May
& Hill, 2002, Stoenescu, 2017), making it possible for travelers to reach destinations which
were difficult to access previously using other forms of transportation. Moreover, the Open
Skies policy
contributed to the development of air travel for masses, through the
liberalization of charter flights, making package holidays popular and leading to the
emergence of popular tourist destinations. At this stage, the tourism product is defined by a
mass traveler, empowered tour operators and airlines promoting their services as part of
already established holiday packages.
A consequence of the liberalization of the airline industry and the evolution of technology
has been the emergence of low-cost airlines which have made air travel affordable and
accessible to the more people, contributing also to the development of new forms of
tourism: short haul city tourism (Olipra, 2012, Stoenescu, 2017), “residential and second
home tourism” or “visiting friends and relatives” (Wittmer, 2006, Stoenescu, 2017).
An important feature of low-cost carriers is the use of secondary/regional airports
(Dobruszkes et al., 2017; Stoenescu & Gheorghe, 2017), instead of major hubs, in order to
reduce the costs and avoid airport congestion. In this context, low-cost carriers contributed
to the development of new routes (Stoenescu & Gheorghe, 2017; Dobruszkes 2013; SuauSanchez & Burghouwt, 2011), increased the competition between airlines, created new
tourist destinations and brought changes in the way people travelled (Gabor, 2010;
Stoenescu & Gheorghe, 2017). Beside the low fares, there are also other reasons why
passengers prefer low-cost airlines, such as: avoiding the airport congestion or long waiting
times and long walking at hub airports (Barrett, 2004; De Wit & Zuidberg, 2012; Stoenescu
& Gheorghe, 2017).
Low cost airlines became a “stimulus to independent travel” (UNWTO, 2012), giving
tourists the possibility to book their flights separately, instead of purchasing a holiday
package. The following changes could be observed during this stage:
•
Air travel turned into an affordable way of travelling and became a part of most
persons’ lives
•
As new forms of tourism developed (city tourism, second home or visiting friends
and relatives), travelers started to travel more frequently and in different other places than
established tourist destinations
•
Travelers got control of the products purchased, having the possibility to choose and
buy themselves separately parts of the holiday package
Another characteristic of low-cost airlines is the use of alternative marketing and
distribution channels, by-passing intermediaries and having lower input prices (Morrell,
2008; Stoenescu & Gheorghe, 2017). While traditional airlines mostly use Global
Distribution Systems in order to sell their tickets through travel agencies or tour operators,
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low-cost carriers were among the first to start the trend of online distribution, allowing them
to reduce costs (UNWTO, 2012).
In this context, passengers have gained power, having the possibility to book themselves
part of the former packages. At the same time, intermediaries were forced to reinvent
themselves, which led among others, to the development of OTAs. Moreover, given the
success scored by low-cost airlines and the high number of passengers choosing to book
flights on their website, tourism companies have started to see the advantages to use them as
marketing and selling channels (UNWTO, 2016; Stoenescu, 2017). In this respect, Jianbin et
al. (2017) agree that, nowadays, air transport becomes a “popular commodity marketing
widely accepted”.
Nowadays, the airline websites offer more than just flights, therefore, passengers have the
possibility to add rent-a-car, transfers or hotel bookings once they book their flight, which
also brings advantages for airlines.
In order to keep the fares low, airlines began to focus on increasing their revenue from nonaviation related activities. In this context, fare unbundling and diversifying the ancillaries
were part of the strategies used by low-cost airlines and implemented nowadays also by
traditional carriers (O’Connell & Warnock-Smith, 2013), as part of a hybridization process.
Focusing on generating additional revenue, airlines started to diversify their ancillary
products, starting with introducing charges for services previously included in the ticket fare
(Brueckner et al., 2015) such as checked baggage, pre-assigned seats; inflight entertainment,
priority boarding, food and beverage, Wi-Fi internet access (Warnock-Smith et al., 2017), to
hotel bookings or other tourism products.
From this angle, passengers have the possibility to purchase different tourist products
directly from the airline website, once they book their flight. Moreover, airlines have started
to use “dynamic packaging” (Papatheodorou, 2014; Stoenescu, 2017), a concept allowing
passengers to combine individual components such as flight, hotel, car hire (Papatheodorou,
2014) in tailor-made packages (O’Connell & Bouquet, 2014, O’Connell & Williams, 2014)
available on a common platform, updated in real time and requiring no more than one
payment (Warnock-Smith et al., 2017).
In this context, low-cost airlines are becoming “the new breed of tour operators for the
future” (UNWTO, 2012).
With access to real time inventories of tourism products on the airline website, as well as an
increasing number of online travel agencies, the modern passenger is empowered, having
more flexibility when creating his desired package and having all products available in the
same place.
Although initially it was considered that low-cost carriers were “market makers” (Gillen &
Morrison, 2003; Stoenescu & Gheorghe, 2017), addressing a market which was not properly
supported before (Olipra, 2012; Stoenescu & Gheorghe, 2017), they also managed to attract
market share from incumbent airlines (CAA, 2005 (in Morrell, 2008); Stoenescu &
Gheorghe, 2017) and other transport modes, by lowering fares (De Wit & Zuidberg, 2012;
Stoenescu & Gheorghe, 2017).
At this moment, all segments and passenger categories are targeted by low-cost airlines,
starting with “young globe-trotters” (Shaw & Thomas, 2006; Stoenescu & Gheorghe, 2017),
to business travelers (Dobruszkes, 2013; Stoenescu & Gheorghe, 2017), with different
expectations each (Martinez-Garcia & Royo-Vela, 2010; Stoenescu & Gheorghe, 2017).
In order to address all these expectations, many low-cost airlines have upgraded their
products (De Wit & Zuitberg, 2015; Stoenescu & Gheorghe, 2017) improving the brand
perception and changing the passenger experience, while traditional airlines started to
unbundle their products, in an attempt to attract a new market looking for lower fares.
For this reason, the differences between low-cost airlines and traditional airlines tend to
become blurry, borrowing characteristics from each other and determining a new breed:
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hybrid airlines. Nowadays, passengers can find affordable tickets both with low-cost and
traditional airlines and can use their website to find the lowest fare, add additional
complementary products and customize their trip.
Some low-cost airlines have taken flexibility even further; for example, Wizzair has added a
Fare Lock option, giving passengers the possibility to reserve fares for up to 48 hours or
Flexible Travel Partner, introducing a feature where passengers can buy up to three tickets
without giving the passenger details from the beginning.
Research Methodology
To endorse the theory part of the research, a primary data collection has been conducted,
through questionnaires available online between the 9th of April 2018 and the 14th of April
2018. The study is international oriented. The survey has 12 questions which were shared
via email and posted on social media and a total number of 148 responses have been
collected.
The aim of this research is to identify the factors influencing the modern travelers’ decision
to purchase a tourism product and his travel habits.
In the questionnaire, economic and socio-demographic information such as gender, age,
income has been asked.
Out of the 148 answers, 53.7% were women and 46.3% men. 37.8% of them are between 25
and 30 years old, 29.7% between 18 and 24 years old, 24.3% between 31 and 45 years old,
7.4% were over 46 and 1 response was considered irrelevant. Among them, a high
percentage (56.5%) have a monthly income between 501 and 2000 EUR, 29.3% lower than
500 EUR and 14.3% over 2001 EUR.
Results and discussions
The results of the research show that the respondents are both frequent and occasional
travelers, most of them travelling for holidays less than two times per year (45.9%),
followed by those who spend their holidays three or four times each year (33.1%) (fig.no.1).

Fig. no. 1. How often do you travel abroad (holiday purposes) each year?
In order to establish how the income influences the number of times a person travels for
holiday purposes each year, the results have been filtered, compared and the results indicate
that 67.4% of the respondents with income under 500 EUR/month travel less than 2 time per
year for holiday purposes (fig.no.2).
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Fig. no. 2. Number of travels per year depending on the income category
For the category of income 501 – 2000 EUR, 42% of the respondents admit travelling less
than 2 times per year for holidays and 38.5% of them allocate 3 or 4 holidays per year.
When analyzing the “over 2001 EUR” category, it can be noticed that only 19% of the
respondents travel less than 2 times per year, 42.8% 3-4 times and 38.2% over 5 times
(fig.no.2). It can be seen that the increase of income determines people to allocate more
holidays every year.
Regarding the predominant mean of transportation used, it can be noticed that most of the
respondents selected low-cost airlines (61.9%) representing 58,1% from the category of
income “Less than 500 EUR/month”, 63,8% from the category “Between 501 and 2000
EUR/month” and 61,9% of those having a higher than 2001 EUR/month income (fig.no.3).

Fig. no. 3. Preferred transportation mode
This confirms the fact that low-cost airlines are preferred by all income categories and some
of the reasons are:
Time efficiency: low-cost airlines mostly have point-to-point flights bypassing hubs
•
that passengers would have to transit. At the same time, by operating mostly on smaller
regional or secondary airports, passengers avoid airport congestion.
•
Location: in some cases, low-cost airlines operate on secondary or regional airports,
making it easier for passengers to access different places which are not major tourist
destinations.
•
Wide network: nowadays, low-cost airlines operate many flights inside Europe, in
some cases, having more than one flight per day.
Affordability: as low-cost airlines became popular, people got used to affordable air
•
travel and prefer not to overspend on the airplane ticket. Moreover, as the differences
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between traditional and low-cost airlines started to blur, passengers who normally would fly
with traditional carriers may switch to low-cost ones for some flights.
Regarding the channel used for searching and booking the flight ticket, most of the
respondents (55.4%) admit preferring to use online booking platforms. These platforms are
easy for booking, combining point-to-point flights or creating packages such as
(Flight+hotel+car). Moreover, travelers also have the possibility to search flights depending
on their budget and select the flight date with the lowest fare. A high percentage of the
respondents (31.8%) chose the airline website for booking their ticket, which can be
explained by the popularity of low-cost airlines, which sell their tickets on their website, in
order to bypass intermediaries and avoid additional costs. This strategy has in fact been
adopted also by traditional airlines, which started to find ways to attract their customers
online, trying to eliminate 3rd party sellers, either by offering special discounts online or by
introducing GDS fees, as the Lufthansa Group did.

Fig. no. 4. How important are the following factors in your decision to choose a specific
destination for your trip? (1- not important, 5- very important)
It can be seen that travelers’ decision to choose a specific destination for their trip is
connected mostly with their cultural motivation and the affordability of the flight ticket
(fig.no.4). By comparing the respondents’ answers with their income category, the flight
price seems to be an important factor in most of the cases. For the category under 500
EUR/month, 62.7% of the respondents answered 4 or 5 when asked to rate the importance
of the flight price, for the category 501 – 2000 EUR, 57.8% and over 2001 EUR, 57.14%.
Moreover, when asked if they would choose a secondary city for their trip, instead of a
major tourist destination, if prices are lower, the majority (73.8%) admitted that they would
be willing to do that.
Most of the respondents chose online booking platforms as the main channel used when
booking accommodation and travel agencies as the least used. This can be explained by the
fact that nowadays, people have the possibility to purchase the tourism products separately
and look for the lowest fares, option available on booking platforms.
Travel agencies, popular previously for booking holiday packages would need to reinvent
themselves, in order to respond to the needs of the modern traveler, looking for flexibility
and affordability.
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Fig. no. 5. Are these factors important when choosing a specific channel to purchase
tourism products?
When asked which factors are important when choosing a channel to buy tourism products,
most of the respondents considered price very important. Out of the total number of
respondents, 54.7% consider price important and very important, 25.6% having all the
products together, 21.62% agree that loyalty programs are very important also, 33.1% the
reputation and 45.94% having discounts and special deals (fig.no.5). From this angle, it is
clear that nowadays, the traveler is oriented towards the lowest price available but he is also
interested in getting special deals and value for money.
More than half of the respondents (59%) prefer buying tourist products separately
depending on the lowest price available. This is a direct influence of the „low-cost airlines
trend”, empowering travelers to purchase tourist products individually, which gives them
the possibility to benefit of lower fares and flexibility. 30% of the respondents also like to
use one single platform integrating different tourist products but offering them the flexibility
to tailor it depending on their needs, unlike traditional holiday packages. Nowadays, many
booking platforms offer this possibility and airlines have also started to make it on their
website through „dynamic packaging”.

Fig. no. 6. Before booking a tourism product, do you usually:
Before purchasing a travel product, the respondents indicated that they compare prices on
different websites and also read the reviews of other customers, which confirms that they
are not only looking for the lowest prices but also for value for money (fig.no.6).
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Conclusions
In an era where the low-cost airlines influenced considerably the evolution of the tourism
industry, the profile of the modern traveler has also changed. He gained the power that
initially was in the hands of tour operators and nowadays, the tourism companies have to
adjust to these changes in order to survive. The modern traveler has access to information, is
constantly surfing internet and looking for the lowest prices and best deals. But this doesn’t
mean that he is settling for less: he is also a „smart” tourist, looking for value in his
purchases, flexibility and convenience that most of traditional travel agencies fail to deliver
nowadays.
As the industry changes and airlines are taking the role of tour operators and together with
online booking platforms are delivering to modern passengers convenience and flexibility,
traditional travel agencies would have to become creative and reinvent themselves in order
to strive.
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Abstract

There has been a growing interest in learning about how to spur social innovation in
the community economies to support their continuous learning and drive change.
Recent research points out the role of social enterprises as a superior social
innovation driver. The paper aims to explore the diversity of social missions and
goals of the Romanian social impact award winners as well as the categories of
beneficiaries reached. This article brings together evidence on the types of social
innovation among the selected social enterprises for the period 2012-2017. The data
about social enterprises was analysed using content analysis based on the following
criteria: (1) social mission and goal, (2) social innovation types, and (3)
beneficiaries. The research revealed that sustainable cities and communities,
responsible consumption and production and industry and innovation are the most
prevalent fields of activity among the studied social enterprises and there is a wide
range of social innovations addressing these areas. Beneficiaries are of a wide and
mixed range as well. Quality of education, good health and well-being are other
preferred core areas for social innovation and sustainable development among our
studied group of social enterprises. The types of social innovations that address
these fields are diverse, either in regards to the tools and methods used, the thematic
curriculum of the learning programs or the beneficiaries’ lifestyle. Further research
could use the results of the present study to design an empirically based framework
of potentially core antecedents and effects of community social innovation.
Keywords
Social innovation, social impact award, social entrepreneurship, social enterprise,
community, Romania.
JEL Classification
O35; L31; M14

Introduction
Social innovation is about creation of better or more effective products and services, that are
readily available to markets, governments, and society to meet social needs. The core
mission of social innovation is to create new jobs and training opportunities which will help
with integration of those more disadvantaged groups in their local communities. Also,
through social innovation there are created new or extended goods and services, accessible
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in low income markets, for satisfying the social needs. Recent research emphasizes the
complex role of social enterprises as a superior social innovation driver (Sepulveda, 2015;
Farmer et al., 2016; Păunescu & Evans, 2018).
The paper aims to explore the diversity of social missions and goals of a selected group of
social enterprises from Romania as well as the categories of social customers and other
beneficiaries targeted. Also, this article brings together evidence on the types of social
innovation among the winners of the Social Impact Award for the period 2012-2017. The
paper starts with a brief review of the literature and identification of the problem
investigated. Then it explains the methodology used to assess the types of social innovation
and diversity of the social goals fulfilled. Finally, analysis is conducted on selected data and
conclusions are drawn based on results. Specifically, we suggest several useful directions
for future research.
Social Innovation as a Driver for Change
Social innovation is seen as an interactive process that involves multiple stakeholders within
and across organizational boundaries with the purpose to solve a societal need. It plays a
very important role for all types of organizations. For private companies, social innovation
is helping with cutting costs, renewing products/ services, improving the quality of delivery
service and opening new markets. In the public sector, social innovation is gaining in
importance as well. It is seen as a multi-layered process that involves many actors and many
services at the same time (Fuglsang et al., 2014), for example for the purpose of extending
the service delivery to disadvantaged communities or of giving access to quality affordable
products and services in different markets.
New models of social innovation are emerging in the society, usually those being brought
by new established firms, and these models are rapidly replacing traditional innovation labs
created by large organizations as the sole source of new knowledge (Kankanhalli et al.,
2017). Also, nowadays, the rapidly developing information technologies are enabling
organizations everywhere to identify and foster new ideas from a myriad of knowledge
sources. The continuous changing environment worldwide, influenced by globalization,
advanced technology development, and increased complexity in all parts of society
prompted public policy makers to rethink the way they manage and develop communities
and create more innovative approaches (Munthe-Kaas, 2015). Enhanced collaboration
between public and private entities will enable the participating actors to exchange and
share knowledge, experiences, know-how and expertise, which will bring about closer and
faster ideas for social innovation and solutions to societal challenges. This collaboration will
help to bring a broader set of skills and talents and a more responsible and responsive work
culture into public sector organisations, along with innovative thinking and creativity
specific to private entrepreneurial companies (Cankar & Petkovšek, 2013).

Worldwide, communities around the countries are facing a growing number of
common social challenges for which traditional government action is failing. The
global economic crisis in 2008 revealed that society was strongly in need of
alternative models of growth and sustainable development as the limits of public
sector have become evident. As it was stated in the Strasbourg Declaration (2014),
society needs new growth models that are “fairer, greener and anchored in local
communities”, models that value “social cohesion as a genuine source of collective
wealth”. Thus, social entrepreneurship bears the potential of becoming an important
driver of social innovation necessary in implementing the European Union’s
sustainable growth strategy for 2020 and United Nations’ Sustainable Development
Goals (SDGs).
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Social entrepreneurship has been gaining increased attention in practice, policy and
academia. It aims for the exploitation of opportunities with existing resources for
social transformation and change rather than for maximization of profit or benefits
for shareholders. Social enterprises attempt to target social needs that remained
unfulfilled on the market by using (more or less) marked-based approaches, aiming
for implementing durable and sustainable solutions (Volkman et al., 2012; Păunescu
& Evans, 2018).
In order for communities to survive of the contemporary societal challenge there is a
need for new tools for local communities to use in the future (Garcia & Haddock,
2016). People together with local authorities should take more responsibility at the
local level to improve their available livelihood, services and to create an active
business environment that will help to further develop those areas. There are lots of
local potential, embedded knowledge and skills in the communities to improve the
service provision and employment, but people usually do not recognize them or do
not know how to make fully use of it. Small communities are challenged these days
with a demand for reaction to the diminishing of the quality of their life. There is an
unambiguous need for local actors to learn to think and act like an entrepreneur
(Ulfah & Dhewanto, 2015). Also, as any private company, the public authority must
increase its capacity to innovate. In an effort to fulfil this goal, governments have
increasingly turned to networks of public, private, and non-profit organizations in an
attempt to open the avenue to integration, dialogue and collaboration (Bland et al.,
2010).
In September 2015, United Nations adopted the 17 Sustainable Development Goals
of the 2030 Agenda for Sustainable Development to “end poverty, protect the
planet and ensure prosperity for all” (United Nations, 2017). Fulfilment of those
goals has to be responsibility of everyone: the public sector, the private companies,
non-governmental organizations, and civil society. For the goals to be reached,
social enterprises have a significant role as well.
Methodology

To understand how the United Nations’ Sustainable Development Goals are put into
practice, the paper investigates the diversity of social missions and goals of the
Romanian social impact award winners as well as the categories of beneficiaries
reached through their social innovation initiatives. This article brings together
evidence on the types of social innovation among the winners of the Social Impact
Award for the period 2012-2017. Social Impact Award was founded in 2009 to
support early-stage social entrepreneurs in developing and implementing innovative
business solutions to tackle the most challenging social needs of our
times. Currently, it runs education and incubation programs in more than 20
countries in Europe, Africa and Asia. The Social Impact Award reached its seventh
edition in Romania, running continuously since 2012.
The data was collected from the social enterprises’ websites in the period March –
April 2018 and refers to 18 social enterprises from Romania, respectively the social
impact award winners from 2012 up to 2017. These enterprises were analysed by
using content analysis, based on the following criteria: (1) social mission and goal,
(2) social innovation types, and (3) beneficiaries. Following this analysis, we put
forward two research suggestions: (a) what are the potential core antecedents of
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community social innovation, and (b) what are the effects of community social
innovation and how we measure it. The research relies on the data available on the
official websites of the studied social enterprises, therefore the reliability of our
research results depends in a high extend on the accuracy of existent information.
Results
The 18 social enterprises investigated in the current research address 14 fields of activity or
Sustainable Development Goals out of a total of 17 (table no. 1). There are four social
enterprises in our studied group that address one SDG, eight that address two SDGs and six
social enterprises that link their mission to more than three SDGs. Also, our studied group
of social enterprises includes two social impact award winners from 2012, three from 2013,
four from 2014 and three social impact award winners from each year that follows, up to
2017. The results of the content analysis of the data regarding each of the above mentioned
criteria for our selected social enterprises, namely social mission and goal, types of
innovation and beneficiaries, are presented bellow (table no. 2).
Upside Down aims at promoting a new concept in society – upcycling, which means
transforming by-products, waste materials, apparently useless, or unwanted products into
new materials or products of better quality or for better environmental value.
Table no. 1 The studied group: Social Impact Award winners in Romania
No.

Social impact 2012 2013 2014 2015 2016 2017
Sustainable development goals
award winner
1 Upside Down
X
Clean water and sanitation; Sustainable cities
and communities; Responsible consumption
and production; Life below water; Life on
land
2 Șezătoarea
X
Responsible consumption and production;
Life on land
3 Zendoo
X
Quality education; Industry, innovation and
Kindergarten
infrastructure
4 InoTech
X
Clean water and sanitation; Industry,
innovation and infrastructure; Reduced
inequalities; Sustainable cities and
communities; Responsible consumption and
production; Life below water; Life on land
5 Cooperativa de
X
Sustainable cities and communities;
Artă
Responsible consumption and production
6 Vreau Morcov
X
Zero hunger; Responsible consumption and
Românesc!
production
7 Panic Helper
X
Good health and well-being; Sustainable
cities and communities
8 The Collective
X
Sustainable cities and communities
Art
Neighbourhood
9 Cobi Bicycle
X
Good health and well-being; Reduced
inequalities; Sustainable cities and
communities; Responsible consumption and
production; Climate action
10 House for
X
No poverty; Affordable and clean energy;
Everyone
Industry, innovation and infrastructure;
Reduced inequalities; Sustainable cities and
communities; Responsible consumption and
production
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11 VisionBot

X

12 MEDX 3D
Printing

X

13 Fabrica de
Experimente
14 SPICO

X
X

15 THATS

X

Industry, innovation and infrastructure;
Responsible consumption and production
Good health and well-being; Industry,
innovation and infrastructure; Reduced
inequalities
Quality education; Industry, innovation and
infrastructure
Good health and well-being; Quality
education;
Quality education; Industry, innovation and
infrastructure; Decent work and economy
growth; Reduced inequalities
Decent work and economy growth
Good health and well-being

16 Teen Tank
X
17 Smiles for the
X
Future
18 IziBAC
X
Quality education
Source: Processed based on http://socialimpactaward.ro/castigatori/

Table no. 2 Social mission, types of innovation and beneficiaries of the studied group of
social enterprises
Social impact award Social mission/ goal
Types of innovations
winner
Upside Down
Giving an afterlife to
Upcycling
(upside-down.ro)
waste
Șezătoarea
Sustainable development Rural tourism, rural development
(villagelife.ro/
in rural Romania
through responsible travel
projects)
Zendoo Kindergarten Improving skills related Teaching about emotions, impulse
to emotional intelligence control, empathy and social skills
using mixed learning tools
Durable furniture solutions made
InoTech
Communication
solutions based on
from recycled materials and
(madeinsocial.ro/
designed for extended service life
inotech)
circular economy
principles
Produce canvas paintings on a
Cooperativa de Artă
Empowering
(cooperativadearta. communities through art wide variety of shapes and sizes
and giving art purpose
signed by the artist
ro)
Vreau Morcov
Supporting a healthy diet
Equip universities and
Românesc!
based on fruits and
corporations with automatic
vegetables
machines for local fresh fruit and
vegetables
Panic Helper
Guarantee safety when Android application which helps
in need
people when in need
The Collective Art
Provide a solid ground An unconventional space in which
Neighbourhood
for critical exchanges artists in residence together with
and cooperation for local artists live, work and exhibit
artists
Cobi Bicycle
Encourage biking,
Bicycle recycling and
(cobibicycle.com)
bicycle recycling and reconditioning, customization of
reconditioning
bicycle for students
House for Everyone
Help people improve Housing prototype for emergency
their future through
and temporary accommodation
architecture
VisionBot
Assembly automatically A pick and place robot for turning
(visionbot.net)
and less expensively
a prototype into an industrial
electronic products
product.
MEDX 3D Printing Blend technology with Build inexpensive, customized
medicine to build
prosthetics and other medical
advanced medical
devices with the help of 3D
devices
printing

Beneficiaries
Companies, households,
individual customers
Regular people and local
families from rural Romania,
urban travellers
Kids of all ages
Companies, other social
enterprises
Designers, artists, other social
enterprises
Employees from corporations,
university students, local
farmers and pomiculturists
People of any age who have a
smart phone
Emerging and mid-career
artists
University students, low
income persons
Refugee, people affected by
floods, earthquake, homeless,
people at poverty
Engineers, makers, hackers,
hobbyists and small and
medium sized enterprises
People with physical
disabilities, people in need of a
prosthetics
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Fabrica de
Experimente
(fabricaexp.com)
SPICO

Change curriculum by Scientific toolkit for experiments,
Kids of 6-14 years
colouring science
a booklet with explanations and
videos for each stage
Changing food options
Specialised kitchen that offers
People intolerant to lactose and
menus and food delivery free of
gluten
gluten and lactose
THAT’S
Help the blind to see by
An e-learning tool: online
Blind people
(http://thats.wiki/en/h themselves embossed encyclopedia, a web editor and a
ome/)
images
companion app to read these
Teen Tank
Thinking outside the box Develop skills by solving briefs
Teen agers, high school
from companies
students
Smiles for the Future Prevention of illnesses Interactive workshops about oral Children and people of all ages
associated with faulty
health using age-appropriate
learning methods
hygiene
IziBAC (izibac.ro/#/) Give pupils the pleasure
Facilitate learning for the
High school students, pupils of
of learning
Baccalaureate exam using
all ages
gamming techniques, multimedia,
interactivity

They collect, for example, street banners from advertising campaigns, old truck tarpaulins,
bicycle rubber chambers or scrap of textile materials and transform them into products like
wallets, handbags, bags, laptop covers, etc.
Șezătoarea (Social Soire) aspires to promote sustainable development in rural Romania by
connecting urban travelers with old village life in the heart of rural community. Their aim is
to maintain and preserve village traditions, homes and way of life. Travelers are hosted in
village households where they discover and actively participate in daily life in the
countryside (e.g., wine making, cheese making, shepherding, tending to animals, Holiday
festivals, etc.). Also, they can participate in seasonal local events or local products fairs.
Zendoo-Kindergarten aims at improving skills related to emotional intelligence of kids by
using electronic interactive children’s books, and combining storytelling, games and a state
of the art platform developed for this purpose. Kids are taught, for example, about emotions
and how to handle them, impulse control, empathy and social skills by using theater, lessons
and games on smartphones, computers and tablets.
InoTech aims at providing companies with communication solutions based on circular
economy principles through promotional and customizable objects, such as innovative
furniture. All their products (e.g., bean bags, pillows, hammocks, indoor/outdoor creative
sofas) are designed from the outset to be biologically recycled or decomposed, using
materials such as wood, textiles, recycled sponge, PET fiber, cotton, wool, hemp.
Cooperativa de Artă (Art Cooperative) aims at empowering communities by engaging them
in the development of contemporary art and giving art purpose. Artists’ canvas paintings on
a wide variety of shapes and sizes are exhibited in unconventional spaces and offered for
sale together with a certificate of authenticity signed by the artist.
Vreau Morcov Românesc! (I want Romanian Carrot!) aims at sustaining a healthy diet
based on fruit and vegetables for students and busy employees, by equipping universities
and corporations with automatic machines plenty with fresh products. They encourage at the
same time production from Romanian young farmers and pomiculturists from the local
markets.
Panic Helper is an Android application which helps people when in need (e.g., emergency,
car accident) to receive immediate assistance, by sending a SMS, a phone call, by posting a
message on Facebook, or by sending a message on Facebook chat.
The Collective Art Neighbourhood has as a purpose to provide an unconventional space for
a multifaceted exchange and collaboration, where residents live and work in a shared crosscultural environment. They are linked to the local art community, according to the specific
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needs and conceptual approaches of each individual project. This exchange covers various
fields of activity such as painting, theatre, and film.
Cobi Bicycle is a bicycle recycling and reconditioning centre that provides used bicycle to
university students and other low income persons. It also helps young people to customize
their bicycle, promote healthy lifestyles, and encourages environmental protection through
selective recycling.
House for Everyone is a housing prototype for people in need of a shelter, which provide
emergency and temporary accommodation for example for people affected by floods or
people at extreme poverty. The house can be reused, recycled, updated as the materials are
adequate for the four seasons.
VisionBot is a pick and place machine that helps makers to turn their electronic prototypes
into industrial electronic products (e.g., electronic devices, computers, consumer electronics
as well as industrial, medical, automotive, military and telecommunications equipment).
MEDX 3D Printing is an innovative approach to helping patients in need of prosthesis help
or other advanced medical devices, including drugs, by blending 3D printing technology
with medicine.
Fabrica de Experimente (Experimental Factory) aims to bring colour and life in the way the
kids are taught sciences. They offer a scientific toolkit for experiments for 17 different
experiments (from physics and chemistry), a booklet with explanations for children and
educational videos for each stage.
SPICO is a specialised kitchen that offers menus and food delivery for gluten and lactose
intolerant people. All their products are carefully selected and produced in their own space.
THATS (Touch & Hear Assisted Teaching System) is an educational solution for the blind,
offering a digital library, a web editor and an app to read these. The digital library includes
books and images (with audio description), ready for download and print in tactile format.
The online editor is used to create personalized content, by linking audio descriptions to
drawings and the companion app helps, by hand command, with playing the audio
descriptions while the user explores the tactile drawings.
Teen Tank aims at developing young people’s skills to work in a team, problem solving,
brainstorming, innovation and creative thinking, and leadership. It gives teenagers the
opportunity to develop their entrepreneurial skills by solving briefs received from
companies.
Smiles for the Future aspires to raise awareness about oral health and educate
institutionalized children about techniques for the prevention of illnesses associated with
faulty hygiene. By using age-appropriate learning methods, they offer interactive
workshops, during which children acquire essential notions about oral health such as:
anatomy of the oral cavity, the main determinants of diseases in the oral sphere, as well as
the main preventive methods.
iziBAC is a mobile app compatible with both Android and IOS systems that aims to give
pupils the pleasure of learning, facilitate learning for the Baccalaureate exam, and increase
the rate of graduation. The application uses a modern and entertaining method that combines
gamming techniques with an innovative way of teaching, based on multimedia content,
interactivity and community spirit.
Conclusions

The present paper offers valuable insights in regards to the types of innovation in
social impact award winners from Romania in connection with the social mission
they want to fulfil and by linking various categories of beneficiaries in need. Our
research findings reveal that sustainable cities and communities, responsible
consumption and production and industry and innovation are the most prevalent
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fields of activity among the studied social enterprises and there is a wide range of
social innovations that address these topics: from upcycling, recycling and
reconditioning, rural tourism, housing prototype for emergency and temporary
accommodation, up to designing modern e-learning tools, apps and interactive
platforms and 3D printing. Beneficiaries are of a wide and mixed range: kids,
teenagers, students, artists, people at extreme poverty, people in need, households,
locals, people with disabilities, companies, and other social enterprises.
Quality of education and good health and well-being are other preferred core areas
for sustainable development among our studied group of enterprises. The types of
social innovations that address these fields are diverse, either in regards to the tools
and methods used (e.g., gamming techniques, multimedia content, interactive
workshops, digital library, educational videos, apps), the thematic curriculum of the
learning programs (e.g., emotional intelligence, oral health, safety, sciences) or the
beneficiaries’ lifestyle (e.g., biking, food options).
However, the results have to be read with care as they are based only on the
information publicly available on the social enterprises’ websites. Thus, it might be
possible that several innovations were not included in the analysis due to the lack or
poor existence of reliable data. Further research could use the results of the present
study to design an empirically based framework of potentially core antecedents and
effects of community social innovation, which can be further tested by gathering
primary data in regards to the social innovation initiatives taken by social
enterprises. Therefore, we put forward for further exploration two research
suggestions: (a) what are the potential core antecedents of community social
innovation, and (b) what are the effects of community social innovation and how we
measure it.
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Abstract
This paper will consider DEA technique, comparing VRS and CRS. Significant results will
be obtained, which can be used within the reengineering process. A number of
pharmaceutical companies in Romania have been assumed at national level but also at the
level of 6 zones/geographic regions, namely the region of Moldova, the Muntenia region,
the Oltenia region, the Banat region, the Ardeal region and the city of Bucharest, being
pharmaceutical companies on the territory of Romania's historical regions. Efficiency scores
at the managers level are determined for each group of decision-making units for each
region, with the complete set consisting of all 120 decision units of the sample. Applying
the separate VRS model for each of the six subsets, the DMU management scores in each
group were calculated. Thus, it has been deduced that the effect of the managerial
reengineering process has been a successful one, also providing precious information for
improving the future managerial activity
Keywords:
CRS model, Data Envelopment Analysis, Efficiency, VRS model
JEL Classification:
C61, C67, I15

Introduction
Productivity analysis is an important tool in decision-making and managerial control
activities, providing valuable insights into corporate reengineering, but also to assess the use
of inputs in the process of achieving the desired results.
In this context, DEA analysis is a nonparametric technique based on linear efficiency
measurement matrices, using mathematical programming techniques, being an important
management and decision-making tool at the firm level and also a good benchmark in the
application of reengineering at the corporate level. This technique has been widely used
with the research of (Charnes et al., 1978) and (Cooper et al., 2004), using the DEA method
as an assessment technique.
Although the DEA models require accurate data, there are a few situations where inputs and
outputs are uncertain in terms of the volatility and complexity of the data provided by the
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analyzed reality, so a precise measurement is quite difficult. As a result, it will be required
to address the DEA technique in circumstances of uncertain inputs and outputs.
The DEA technique is based on two basic model categories: CRS-based models (Charnes et
al., 1978) and models based on VRS-variable return (Banker et al., 1984), this latter case
associating the two possible situations, namely: increasing, respectively decreasing scale.
A DMU decision unit uses at least 2 types of input units to obtain an output unit. The CRS
model, which assumes that DMUs operating at constant scale yields are effective,
corresponds to an effective linear frontier that originates as in (fig. no.1). There are,
however, many other situations for which the output will not be linear proportional to the
input, which means that the optimum ratio between output and input, as the input increases,
is not a constant one. In this case, the assumption that we have CRS should be relaxed,
having in this case the assumption of VRS variable return, the effective frontier being in this
case given by the set of points below the CRS, defined by the effective DMUs forming the
border of technical efficiency.
The simple case of a discretionary input and output, as in (fig. no.1), is used to highlight
four key concepts, namely: choosing representative inputs and outputs as a typology; the
efficiency frontiers for CRS and VRS; DEA model concept oriented to input and output; how
to choose the decision-maker set, DMU, to eliminate inefficient DMUs; and respectively the
use of discretionary inputs.
In Fig. no.1, A, B, C, D, E and F represent the inputs and outputs for six DMUs.

Fig. no. 1 Example of a DEA model
Source : Author’s work

An input-oriented model aimes to produce the desired output in time, with the minimum of
input quantities set. At the same time, in an input-oriented model, the goal is to produce
over time the maximum outputs under the set conditions of input quantities.
As a result, in an input-oriented model, as assumed in (fig. no.1), the efficiency scores vary
from zero to one, the 1-value being attributed to the efficient case. For a decision unit k,
DMU k , for k  1, n , which at a given moment of time is inefficient, becomes efficient, in
an input-oriented model, it is necessary to reduce input quantities while production remains
constant. However, in (fig. no. 1), there is the exception that for the B decision unit, the
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input is the same as for the C decision unit, namely two units. However, the output for the C
decision unit, of three units, is greater than that of the B decision unit, which is two units.
In this situation it is necessary that the B decision unit, without changing the input quantity,
to increase the output quantity by one unit. Although the B decision unit has the optimum
input level, it is not technically efficient. The same applies to any point on the dotted line
that goes down to 2 in ( fig. no.1).
As mentioned, the VRS effective border DMUs have efficiency scores equal to one. The
technical efficiency score of the decision unit F is the ratio between the effective input
quantity F* and the effective input quantity given by F, which is:

GF  2.8

 0.67 .
GF
4.2

Therefore, taking into account the production scale of the F decision-making unit, if it
would reduce the input quantity by 33%, it would be effective compared to other decisionmaking units.
Given that the decision unit F is technically inefficient, it is possible to identify which other
decision-making units are effective in relation to it.
1. Stage of knowledge in the field
As a non-parametric method based on linear efficiency boundaries, using mathematical
programming techniques, DEA (Mukherjee, 2008; Simar and Wilson,2000) allows the
performance assessment of a set of decision making units (DMU) (Sun et al., 2013; Charnes
et al., 1977), which assures a set of outputs using a set of inputs. The specificity of a
decision-making unit (DMU) is that it manages the production process in the sense of
making all inputs available and feasible from a technological point of view.
The developer of the DEA technique concept was (Farrell, 1957), who initiated the analysis
from the fact that decision-makers (DMUs) can lead to a single type of output, using several
types of inputs for this purpose, thus requiring evaluation performances of the analyzed
system; this was followed by a variety of theoretical and applied research papers such as
(Barra and Zotti, 2016; Woo et al., 2015; Wu et al., 2016; Tone, 2001).
The DEA technique can also be used to measure corporate efficiency, thus comparing the
results to its level with other units, by converting a group of measurable inputs into a group
of measurable outputs.
The underlying hypothesis, on which relies the measurement of effectiveness using the
DEA technique, is the homogeneity of inputs and outputs, failure to realize this hypothesis
would obviously affect the relevance of efficiency measurement across any set of DMUs.
Conceptualized and then developed by (Charnes et al., 1978), DEA technique was expanded
and developed on a higher level by (Zhu and Lansink, 2010), using mathematical
programming models, especially linear programming (Seiford and Thrall, 1990).
2. Used methodology-DEA enveloping techniques for estimating managerial efficiency
in the reengineering process, VRS versus CRS
2.1. DEA model, VRS case
As a starting point, n decision making units will be considered ( DMU k , for k  1, n ), that
are subject to assessment at a given moment, which, based on the consumption of different
quantities of m inputs, each produce different quantities of p outputs, both inputs and
outputs being assumed to be certainly known.
As a result, at the level of the k decision making unit, is consumed from the i input the rik >
0 quantity and it will be prduced the quantity y jk > 0 from the j output.
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Consequently, the linear programming problem associated with the k decision-making unit
(DMUk , for k  1, n ), has the following form:
p
 m

max    i rik    j y jk   
 i , j ,
j 1
 i 1

m

p

i 1

j 1

   i rik    j y jk    0 , for k  1, n

(1)

 i  1 , for i  1, m
 j  1 , for j  1, p
Coefficients of the mathematical programming problem (1) are: rik and y jk (observed
values for ( DMU k )) and the variables of the problem are:  i ,  j and  , also creating the
achievable solution ( i ,  j ,  ) .
2.2. DEA model, CRS case
Using the previous notations, the multipliers problem for the k decision making unit,
( DMU k , for k  1, n ), is written as follows:
p
 m

max    i rik    j y jk 
 i , j ,
j 1
 i 1

m

p

i 1

j 1

   i rik    j y jk  0 , for k  1, n

(2)

 i  1 , for i  1, m
 j  1 , for j  1, p
The optimal solution to the multiplier problem for the k decision unit, ( DMU k ), is given by
the  k vector (m- dimensional) and by the k vector ( p- dimensional).
For a constant yield scale enveloping surface, the k decision unit, ( DMU k , for k  1, n ), is
effective if it is found on a hyperplane of the   k r  k y  0 form, called supporting
hyperplane, which defines a facet of the enveloping surface.
2.3. Managerial efficiency within the process of reengineering
In many management performance analysis situations, a subset of decision units can
highlight discrepancies in the productivity level of the respective subset compared to the
productivity level of decision units as a whole and which characterize an earlier situation, a
situation that can be attributed either to technological disadvantages or due to
organizational disadvantages compared to the previous situation.
This discrepancy can be measured by the managerial efficiency of the decision-making units
(Cowie and Asenova, 1990). Noting with TS - the complete set of decision units DMU k ,
for k  1, n and with PS - the subset of the less effective decision units, ie DMU k , for
certain specific values of k, with k  1, n (obtained by removing some points from TS), at
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the corporate level (firm), decision makers can improve efficiency levels by improving
technical efficiency, as rising yields on a scale can only be long-term achieved.
Fig. no. 2 shows the input-oriented efficiency frontier for the VRS models referring the two
sets of data : TS, respectively PS. As a result, the VRS-PS border will be located most on the
VRS-TS frontier, if not below it (in most cases), and the ratio of HC and HG distances for a
decision unit DMU k , for k  1, n , represents the level of inefficiency attributed to the
respective organizational structure (Cowie and Asenova, 1990).

Fig.no 2. Estimating managerial efficiency within scale variable yields
Source : Author’s work

In practice, the management efficiency of the decision units in the PS set is equal to the ratio
of the technical efficiencies obtained with the VRS model, for the TS and PS sets, which
means at the decision-making unit DMU k we have:



me
k

kVRSPS
 VRSTS , for k  1, n
k

(3)

The closer this ratio is to the 1 value, the higher of the subset of the PS units on the VRSPS is more efficient from a managerial point of view, so the effect of the managerial
reengineering process was successful.
3. Results and discussions-managerial efficiency analysis in the reengineering process
A total of 120 companies from the Romanian pharmaceutical industry were assumed at
national level, which implies k  1,120 , so the TS set has 120 decision units, while there
were created PSk subsets at the level of each zone/ geographic region, thus PS MO  21
decision units at the level of Moldova region, PS MU  25 decision units at the level of
Muntenia region, PS OL  14 decision units at the level of Oltenia region, PS BA  12
decision units at the level of Banat region, PS AR  24 decision units at the level of Ardeal
region and PS B  24 decision units for the city of Bucharest, being pharmaceutical
companies on the territory of Romania's historical zones/regions.
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Efficiency scores at the managers level are determined for each group of decision-making
units at regional level, with the complete TS set consisting of all 120 decision units of the
sample. Applying the separate VRS model for each of the 6 subsets, the DMU's managerial
efficiency scores in each group are given by the relationship (3). The results are shown in
table no. 1.
Table no.1 Managerial efficiency at the level of each region for the decision making
units
DMU k

Region MO
Region MU
Region OL
Region BA
Region AR
Region B
National
Source: Author’s work

21
25
14
12
24
24
120

Managerial Efficiency
Minimum
Average
Maximum
0.37
0.39
0.44
0.44
0,51
0,57
0.41
0.48
0.52
0.52
0.57
0.62
0.64
0.69
0.75
0.75
0.80
0.84
1
1
1

As a result, the VRS-TS and VRS-PS frontiers were drawn across the whole set and at the
level of each historical zone/region of Romania, noting that in increasing order of the
managerial efficiency, we have the regions Moldova, Oltenia, Muntenia, Banat, Ardeal and
the city of Bucharest. This induces the fact that the reengineering process at the managerial
level has been a successful one, while providing precious information regarding an
improvement in the future managerial activity.
Each of the 6 regions, consisting of decision-making groups, must be treated separately
when adopting modernization measures and comparative analysis (Post and Spronk, 1999;
Novaes and Silveira, 2008). For example, some of the decision-making units in the
Bucharest region show managerial performance closer to the unit, which means they can be
projected at the efficient frontier in a benchmarking process. On the other hand, the
companies in the region of Moldova, with the lowest efficiency scores, could be seen as
having most of the issues to be remedied with regard to a future reengineering activity.
Conclusions
This work defined the efficiency at the level of the historical regions of Romania in terms of
activity for a total of 120 companies in the Romanian pharmaceutical industry. Four
components of efficiency, namely technical, scale efficiency, managerial efficiency and
allocation efficiency, are highlighted, with emphasis being placed on managerial efficiency
as a source of information for corporative/firm reengineering in the pharmaceutical field. At
the same time, global productivity is defined at national level. In addition, the DEA
technique as a measure of effectiveness in the pharmaceutical sector is presented through its
basic models, which are the DEA-VRS model and the DEA-CRS.
The study on the efficacy of the Romanian pharmaceutical industry in the future can use the
DEA to obtain the relative efficiency scores of the sample decision units. It can measure the
technical efficiency of banks by assuming the uncertainty about the inputs and outputs that
are part of the decision-maker elements.
Furthermore, the DEA-VRS model can be used to measure the efficiency score of each
decision unit, using the same input and output variables, to investigate the causes of
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inefficiency. The purpose of this technique is to measure the source and level of inefficiency
by decomposing the technical efficiency.
References
Banker, R. D., Charnes, A., Cooper, W. W., 1984. Some models for estimating technical and
scale inefficiencies in data envelopment analysis. Management Science, 30, pp.1078–1092.
Barra, C., Zotti, R., 2016. Measuring Efficiency in Higher Education: An Empirical Study
Using a Bootstrapped Data Envelopment Analysis. Int. Adv. Econ. Res. 22, pp.11–33.
Charnes, A., Cooper, W.W., Rhodes, E., 1978. Measuring efficiency of decision making
units. European Journal of Operational Research, 3(2), pp.429-444.
Charnes, A., Cooper, W.W., Schinnar, A., 1977. Transforms and approximations in cost and
production function relations. Research Report CCS 284, Austin, TX, University of
Texas Center for Cybernetic Studies.
Cooper, W.W., Seiford, L.M., Zhu, J., 2004. Data envelopment analysis, in: Handbook on
Data Envelopment Analysis, 1st ed.; Cooper, W.W., Seiford, L.M., Zhu, J., Eds.;
Springer: Berlin, Germany, pp.1–40.
Cowie, J., Asenova, D., 1999. Organisation, form, scale effects and efficiency in the British
bus industry. Transportation, 26, pp.231-248.
Farrell, M. J., 1957. The measurement of productive efficiency, Journal of the Royal
Statistical Society. Series A, 120 (III), pp.253-281.
Mukherjee, K., 2008. Energy use efficiency in U.S. manufacturing: A nonparametric
analysis. Energy Economics, vol. 30, pp. 76-96.
Novaes, A.G., Silveira, S.F., 2008. A DEA productivity analysis of interstate bus
transportation in Brazil, Proceedings, XV Pan-American Conference of Traffic and
Transportation Engineering, Cartagena de Índias, Colômbia, 14-17 September.
Post, T., Spronk, J., 1999. Performance benchmarking using interactive data envelopment
analysis. European Journal of Operational Research. 111, pp. 472-487.
Seiford, L.M., Thrall, R.M., 1990. Recent Developments in DEA: The Mathematical
Approach to Frontier Analysis. Journal of Econometrics. 46, pp. 7–38.
Simar, L., Wilson, P.W., 2000. Statistical inference in nonparametric frontier models: the
state of the art. Journal of Productivity Analysis. 13, pp.49–78.
Sun, J., Wu, J., Guo, D., 2013. Performance ranking of units considering ideal and anti-ideal
DMU with common weights. Applied Mathematical Modelling .37, pp. 6301-6310.
Tone, K., 2001. A slacks-based measure of efficiency in data envelopment analysis.
European Journal of Operational Research. vol. 130, no. 3, pp. 498–509.
Woo, C., Chung, Y., Chun, D., Seo, H., Hong, S., 2015. The static and dynamic
environmental efficiency of renewable energy: A Malmquist index analysis of OECD
countries. Renewable and Sustainable Energy Reviews. 47, pp.367–376.
Wu, J., Chu, J., Sun, J., Zhu, Q., 2016. DEA cross-efficiency evaluation based on Pareto
improvement. European Journal of Operational Research 248, pp.571–579.
Zhu, X., Lansink, A.O., 2 0 1 0 . I mpact of CAP Subsidies on Technical Efficiency of
Crop Farms in Germany, the Netherlands and Sweden. Journal of Agricultural
Economics. 61(3), pp.545–564.

382

New Trends in Sustainable Business and Consumption

SIX-SIGMA APPLICATION FOR THE HOTEL INDUSTRY
Maria-Cristina Iorgulescu1, Olimpia State2, Daniel Bulin3
and Mădălina-Lavinia Ţală4
1) 2) 3)

The Bucharest University of Economic Studies
E-mail: cristina.iorgulescu@com.ase.ro; E-mail: state.olimpia@com.ase.ro;
E-mail: daniel.bulin@yahoo.com; E-mail: madalina.tala@com.ase.ro

Abstract
The paper addresses a complex subject: Six Sigma methodology and its application in the
hotel industry. As research on this topic is relatively scarce, the article presents the results of
a survey addressed to Romanian hotels, highlighting the level of knowledge and
implementation of Six Sigma, Quality Management Systems (QMS) and the main reasons
for implementing QMS (including Six Sigma). Moreover, the paper presents the factors
influencing the implementation of QMS (including Six Sigma). The results are interesting,
as they offer empirical evidence on a rarely addressed subject for the hotel industry that has
constantly been on a quest for reducing costs and gaining customer satisfaction.
Keywords
Six-Sigma, hotel industry, reducing waste, customer satisfaction
JEL Classification
L20, L83, Z31.

Introduction
Today’s world is characterized by terms such as change, accelerated evolution, technology,
and globalization. Businesses must take into account these milestones in order to develop.
However, at least one aspect seems unchanged for the overwhelming majority of managers:
the desire to perform or gain profits as high as possible. With regard to changes, one can
point, without being mistaken, to a more visible element in recent decades, namely the
interest in customer satisfaction. Consumers of both goods and services have become the
center of managers’ concern, gaining real power and becoming more and more “vocal”. The
truly understanding of customers’ needs and requirements turns into a powerful weapon on
today’s competitive markets. In this context, a series of methods and strategies appear or are
developed, aimed to track people and processes, create useful tools, generate solutions and
contribute to increasing business efficiency.
1. State of research on the Six-Sigma methodology in the hospitality sector
The hotel industry, part of the service sector, is about people, with people and for people. Its
success depends on the relationships that are created between them (the employees, on one
hand, and the clients, on the other hand). These relations must generate smiles, appreciation,
fulfillment, loyalty, the willingness to share the experience. In this case, several methods
have emerged, exploiting the relations in the industry in a scientific manner. Developed in
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the manufacturing sector, the Six Sigma and Lean Management concepts are also found in
the hospitality sector. Although there are approximately 20 years since the first application
reported for the hotel industry in the literature – by Starwood Hotels in 2001, examples are
considered relatively few in general (Rauch et al., 2016). Before seeing how these concepts
apply for the hospitality industry, one needs to understand their origins.
Thus, Six Sigma (6σ) is linked to two names: Gauss and Smith, the first being a
mathematician and the latter Motorola’s second engineer. Famous by the curve named by
him, Gauss contributes two decades after his passing to the foundation of one of the most
effective ways to solve quality issues (MSG, 2018). Six-Sigma is a permanent battle against
defects, aiming to reduce them to 3.4 cases out of a million. Other visions on the concept
refer to: a strategy based on statistics and optimization techniques (Erdogan & Canatan,
2015) or one of the most popular business practices used today (Pavel & Sârbu, 2014).
Despite the criticism of overlapping with Quality Management, Zu et al. (2008) argue the
details that differentiate the two, by identifying three practices related to the implementation
of this methodology: Six Sigma Role Structure, Six Sigma Improved Procedure, Six Sigma
Focus on Metrics.
A complex definition, developed following a thorough research of the literature on the
subject as well as a series of interviews with managers from companies that apply the
method is the one belonging to Schroeder et al. (2008, p. 540): „Six Sigma is an organized,
parallel-meso structure to reduce variation in organizational processes by using
improvement specialists, a structured method, and performance metrics with the aim of
achieving strategic objectives.”
Lean Management has as central goal reducing losses in the production process. As a result,
it improves quality and lowers costs. The method implies flexibility, agility and adaptability,
all in order to reduce losses. Based on Henry Ford’s concerns of producing not just a good
product, but a better and better one, Lean Management has emerged as a way to improve
performance in the 1980s, at Toyota. In this company, the team led by Womack defined
concepts and implemented Lean Management. Subsequently, together with Jones, identified
five basic principles (Womack and Jones, 2003, cited in Rauch et. al, 2016): Specify value,
Identify and map of the Value Stream, Create flow, Respond to customer pull, Pursue
Perfection.
In the service sector, Six Sigma is successfully implemented in healthcare and banking and,
more recently, in hotels and lodging (Tan and Chakraborty, 2009). Challenges are more
numerous in services due to their particularities such as intangibility, perishability or
simultaneity of production and consumption. In the hospitality sector, Six Sigma is applied
using a similar five-level process called DMAIC (Ramphal, 2017): Define, Measure,
Analyse, Improve and Control. As for Lean Methods in the hospitality industry, they were
investigated by Vlachos și Bogdanovic (2013). Their valuable study argues that Lean
Methods can offer tools that can improve hotel performance, the authors indicating concrete
ways of applying them in the service sector. Recently, Rauch et al. (2016) proposed several
techniques previously tested by them, subsequently selecting the most appropriate ones (eg.
CIP Workshops and Idea Management).
The last decade brought in the attention a new concept: Lean Six Sigma, a combination of
the two methodologies described above. Lean Six Sigma is “a methodology that focuses on
the elimination of waste and variation, following the DMAIC structure, to achieve customer
satisfaction with regards to quality, delivery and cost. It focuses on improving process,
satisfying customers and achieving better financial results for the business” (Salah et al.,
2010). Thus, when Lean Management is applied in the hospitality area this occurs mostly in
combination with the management system Six Sigma (Rauch et. al, 2016). An important
contribution to the literature is brought by Ramphal (2017), who provides a useful model for
the hospitality industry, as shown in Figure 1.
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The decision to use this model can be taken as a result of the satisfaction surveys, customer
complaints, diminish of market share or internal audit. Each tool can generate starting points
for using Lean Six Sigma, by combining quantitative observations with qualitative aspects
that can be integrated into the model. Whether it’s Six Sigma, Lean Management or Lean
Six Sigma, the proper use and especially the permanent use in the hotel industry can only
generate what these methods target: increased customer satisfaction, reduced losses and
costs and, ultimately, higher profits for the organization.
Phases

Lean

Six Sigma

Initiation

Identify

Define

Data management

Map

Measure
Analyze

Improvement

Flow

Improve

Pull
Freezing

Perfect

Control

Fig. no. 1 Framework for Lean Six Sigma
Source: Ramphal, 2017, p. 10

2. Examples of Six-Sigma applications in the hospitality sector
The application of Six Sigma in the hospitality sector is still in its beginning, as the
examples of organizations in this activity sector that have successfully implemented these
principles are rather scarce.
Starwood Hotels and Resorts (since 2016 part of Marriott International) is reported in both
media and literature (Tan & Chakraborty, 2009; Pearlman & Chacko, 2012; Rauch et al.
2016) as being the first hotel company that started to apply Six Sigma methods, in 2001.
The main results of applying this methodology in this global organization consisted in a
better focus on customers, stimulating service quality, enhancing innovation (for example,
by creating profitable loyalty programs for guests or by creating programs that stimulated
sales for additional hotel services), a higher length of stay at the hotel, improving
organizational efficiency and, most important, a considerable increase in revenues. These
being said, the initial $17 million investment in training employees for Six Sigma projects
proved to have a very good return on investment, as after 2001 Starwood reported much
higher profits (Tan & Chakraborty, 2009). The successful implementation may be motivated
by the fact that the process has been conducted by James Hyman (who had previously
worked for General Electric, a company that has mastered Six Sigma techniques), appointed
on
the
position
of
Vice
President
Six
Sigma
(https://www.hospitalitynet.org/news/4007061.html). Moreover, the fact that the giant
company has chosen to create a special VP position for the person in charge with Six Sigma
processes indicates the commitment and faith put into the usefulness of the method, the
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CEO of the hotel group stating at that time that this action is “the most important strategic
initiative
since
the
formation
of
the
company”
(https://www.hospitalitynet.org/news/4007061.html).
The initial stage of Six Sigma implementation at Starwood took almost three years, the
necessary time to conduct all required trainings. The process was a “top-down led” process,
as managers were the first ones to be trained, afterwards training efforts being targeted
towards hotel associates. Moreover, the importance of Six Sigma for the company is
stressed by the fact that nowadays, all general managers of the hotels part of the group are
required to have a “Black Belt” Six Sigma certification (proving they master Six Sigma
tools). Starting with 2008, when the company began to encounter financial problems, Lean
Six Sigma and Blue Ocean principles and tools have been adopted in order to improve the
operational processes in the group’s hotels (Oakes, 2011).
Furthermore, Rauch et al. (2016) make a laudable effort of highlighting several examples of
application for Lean Six Sigma in the hospitality industry, by presenting the specific cases
of three other hotels that have successfully applied the method: a hotel chain in Japan and
two different hotel units in the United Kingdom. The application of Lean Six Sigma
principles in the three mentioned cases resulted in efficiently establishing the required
number of hotel employees, ensuring a high level of service quality and – the common
aspect of all Six Sigma projects – reducing operating costs.
As the investigating efforts of finding examples of Six Sigma applications in the industry
conducted to suggestions that other hotel groups such as Marriott International and
Wyndham Hotel Group have started to use this tool, the story of Starwood Hotels and
Resorts remains the most notorious.
3. Methodology
The purpose of this research is to test the applicability of Six-Sigma tools in the Romanian
hotel industry. In order to achieve this aim, a quantitative research was carried out, applying
the statistical survey method, using the structured questionnaire as a tool. The present paper
partially exposes the research results, answering to the following questions:
- What is the level of knowledge and implementation of the Six Sigma concept in
Romanian hotels?
- Which Quality Management Systems (QMS) are used in Romanian hotels?
- What are the main reasons for implementing quality management systems (QMS,
including Six Sigma)?
Therefore, the following specific objectives are addressed: a) Assessing the level of
knowledge and implementation of the Six Sigma concept in Romanian hotels; b) Identifying
the existence and the main reasons for implementing a quality management system within
the hotel units in Romania. In order to achieve these objectives, a structured questionnaire
was designed, containing 13 questions, except identification / classification questions (6)
and an information field (a brief description of the Six Sigma concept). The questionnaire
was conducted taking into account the basic rules on the formulation of questions
(appropriate to the topic, clarity), their order in the questionnaire and the total number of
variables included.
Aiming to attain the objective of the article, some of the questions in the questionnaire were
interpreted and analysed as follows:
- Identification / Classification questions: respondents' age (nominal and factual
variable), sex of respondents (nominal and factual variable), level of education
(nominal and factual variable), position (nominal and factual variable), department
(nominal and factual variable), hotel classification (nominal and factual variable),
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mode of hotel operation (nominal and factual variable), seniority on the market
(nominal and factual variable);
- Two closed questions – dichotomous and factual variables: knowledge of the
concept, Six Sigma implementation;
- Two closed questions – nominal and factual variables: main reasons for QMS
implementation (multiple choice), adoption of quality management systems;
- One closed question – scalar and opinion variable: culture of quality.
The research unit was 2 to 5-star hotels, geographically spread all over Romania. We
estimate the size of the target group surveyed at 352 units, according to the latest available
statistical data (National Institute for Statistics [NIS], 2018). To determine the sample, we
used a non-probabilistic method: oriented sample (or rational selection). This method is
considering setting up a sample observation unit by including those that are relevant in
terms of information used for the investigation (Cătoiu et al., 2009). The questionnaire was
distributed by e-mail to respondents – 2 to 5 star hotels. The isondaje.ro platform was used
to collect the data. The total number of respondents was 180, all results being valid, an
advantage of distributing the survey by new-age communication resources. Data analysis
was performed using the IBM SPSS 24.0 software.
4. Results and discussion
The distribution of respondents by gender is equal (50% male, 50% female), most of the
respondents are between 25 and 34 years old (65 persons, 16.1%) and 35 to 44 years old (63
persons, 35%), while 10.6% are between 18 and 24 years old, 13.9% between 45 and 54
years old, and the remaining 4.4% are over 55 years old. Most of the research participants
have university studies - 67.8% (122 out of 180) or postgraduate studies - 23.9% (43
persons).
Just over a fifth of respondents hold executive positions in hotels (20.6%), the others almost
80% occupying management positions – 20% low-level management positions, 35.6%
middle-level management positions, and 23.9% top-level management positions. Almost
half of the respondents are working in the hotel's administrative departments; important
shares were recorded also for front-office (31.1%) and marketing departments (10.6%).
Most of the units included in the analysis are classified as 4-star (45%) and 3-star hotels
(33.9%), over a half have been active for over 10 years, while another 30% for at least five
years. Regarding the mode of hotel operation, two thirds are operated independently, the rest
being integrated into national (12.8%) or international chains (21.1%).
Starting from the basic information provided in the questionnaire, 43.9% of respondents said
they knew the concept of Lean Six-Sigma. Furthermore, only 18.3% of the hotels included
in the analysis were actively involved in implementing a Six-Sigma project.

Fig. no. 2. Concept knowledge and Six Sigma implementation, %
Source: by authors, based on research results

However, over 70% of hotels have integrated quality management systems, most of them
already implementing systems as ISO 9001:2008 and ISO 9001:2015 (a cumulative 42.2%)
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or Total Quality Management (21.1%). Other implemented systems specified by the
respondents are: operational excellence, HACCP ISO 22000-2005, Front X, CRM.

Fig. no. 3. Main reasons for implementing a Quality Management System (number)
Source: by authors, based on research results

The reasons for implementing a quality management system were, first of all, customer
satisfaction (to improve customer satisfaction – 100 options) and quality of services
(improve the hotel services - 89), but also financial goals (84 options, including improving
the hotel's financial results – 56, reducing operating costs – 28). Furthermore, most of the
respondents considered that in their hotels there has been developed a quality culture
through which problems related to quality are easily achieved through a group effort (see
details on Fig. 4).

Fig. no. 4. Existence of a culture of quality in hotels (number)
Source: by authors, based on research results

These being said, the existence of statistical links between the following variables has been
tested:
‐ Hotel classification (independent variable) and Six Sigma implementation (dependent
variable);
‐ Seniority on the market (independent variable) and Six Sigma implementation (dependent
variable);
‐ Mode of hotel operation (independent variable) and Six Sigma implementation
(dependent variable);
‐ Hotel classification (independent variable) and quality management system
implementation (dependent variable);
‐ Seniority on the market (independent variable) and quality management system
implementation (dependent variable);
‐ Mode of hotel operation (independent variable) and quality management system
implementation (dependent variable).
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Variables
Hotel classification
Seniority on the market
Mode of hotel operation

Table no. 1. Statistical tests’results
Six - Sigma
QMS
Pearson
Chi- Asymp. Sig.
Chi-square
square
12.820
0.005
27.471
1.928
11.861
0.587
7.984
0.018
13.416

Asymp.
Sig.
0.000
0.065
0.009

Source: by authors, based on research results

By comparing the significance threshold by 0.05, the probabilities attached to the Pearson
Chi-square test values, the null hypothesis is rejected and the alternative is accepted as
follows:
‐ There are statistically significant differences between hotel classification and Six Sigma
implementation (Asymp. Sig.<0.05);
‐ There are statistically significant differences between hotel classification and quality
management system implementation (Asymp. Sig.<0.05);
‐ There are statistically significant differences between mode of hotel operation and Six
Sigma implementation (Asymp. Sig.<0.05);
‐ There are statistically significant differences between mode of hotel operation and
quality management system implementation (Asymp. Sig.<0.05).
By comparing the significance threshold by 0.05, the probabilities attached to the Pearson
Chi-square test values, the null hypothesis is accepted as follows: There are no statistically
significant differences between seniority on the market and Six Sigma implementation
(Asymp. Sig.= 0.587>0.05) or between seniority on the market and quality management
system implementation (Asymp. Sig.= 0.065>0.05).
Conclusions
The quest for quality should always be one of the main aims for the organizations in the
hospitality industry, especially for the highly competitive hotel sector. This paper has
brought into attention a subject relatively rarely approached in literature: (Lean) Six Sigma
in the hospitality industry. After conducting a research on Romanian hotels, the study
conducted by the authors revealed that the concept of Six Sigma is relatively unknown for
more than half of the respondents, very few Romanian hotels being active in implementing a
Six Sigma project. However, over 70% of the hotels involved in the study have integrated
quality management systems, aiming to improve customer satisfaction and hotel services.
The study also highlights that the extent to which hotels implement Six Sigma methodology
or QMS is influenced by their official classification and their mode of operation, the
seniority on the market not having an impact. The article presents only a part of the results
of a comprehensive study that also addressed other issues related to the implementation of
Six Sigma projects in hotels, results that will be presented in an extended paper.
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Abstract
This study shows both Romania’s balneotherapeutic potential and its competitive
advantages, as a medical tourism destination. Given its high potential of balneological and
medical tourism, as well as the growing trend of spa and wellness tourism, Romania needs a
new strategy to develop and promote medical tourism. At present, diaspora represents the
largest part of the medical tourism demand, but we consider that Romania could attract
more tourist segments by: more investments in healthcare infrastructure and latest medical
technologies, highly educated medical personnel, a fair balance between service costs and
quality, a better promotion, but especially adding more value to the medical tourism with
supplementary balneological services (for both prevention and treatment). Moreover,
Romania has a tradition in anti-aging treatments (that could be considered a form of medical
tourism) and this experience should not be ignored, but capitalized within the new strategy.
Keywords:
Romania, medical tourism, tourist destination, tourism potential, promoting
JEL Classification:
Z320, Z300, O140

Introduction
Europe is the main market for health tourism. Health tourism has a long tradition in Europe
for those seeking "food for the soul and strength for the body" (Carrera and Bridges, 2006).
One third of Europe's reserves of mineral springs are located in Romania. There are over
160 localities with natural therapeutic resources (mineral and thermal waters, therapeutic
lakes, therapeutic salt caves, therapeutic muds, mofette), but only 36 of them are certified as
spas or balneo-climatic resorts (of which 26 resorts of national interest).
Romania is promoted on the Medical Tourism Association website as a provider of various
natural therapies (mineral and thermal water baths, asthma therapy in natural salt caves,
mud therapy) and an excellent location to consider for affordable plastic surgery, dental,
wellness and spa treatments (Aluculesei & Nistoreanu, 2016).
This paper aims at indentifying the indicators, particularities, trends and traditions of
medical and health tourism in Romania.
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Scientific literature review
Carrera and Bridges (2006) consider that the health systems are governed by the principle of
territoriality and define the health tourism as „the organized travel outside one’s local
environment for the maintenance, enhancement or restoration of the individual’s wellbeing
in mind and body” and the medical tourism as „the organized travel outside one’s natural
healthcare jurisdiction for the enhancement or restoration of the individual’s health through
medical intervention”. Both definitions show that the traveler leaves his residence and
travels to obtain health or medical services in another region from his country or abroad.
Medical tourism can be defined as a sub-unit of health tourism (Carrera and Bridges, 2006).
Medical tourism refers to the act of travelling to another country to seek specialized or
economical medical care, wellbeing and recuperation of acceptable quality, with the help of
a support system (Deloitte, 2008).
The medical tourism industry has emerged and developed in reply to the demand for
medical services of those patients whose needs could not be met by the national health
system in their region of residence. Medical tourists are considered patients seeking
”affordable, timely, or simple available” medical services (Horowitz, Resensweig and Jones,
2007). The term ”medical tourism” is often used as an umbrella term for the invasive
medical procedures, while wellness tourism (Connell, 2015) involves non-invasive medical
services of health maintenance and prevention. Medical tourism influences the balance of
health systems, since patients leave certain health systems in favour of others (Barros,
2015).
Research Methodology
The research methodology is based on the study of the scientific literature and on the
comparative analysis of the statistical data in the field of medical tourism. The data were
synthesized (also using Microsoft Excel application) and further processed into pertinent
conclusions.
The research in the field of medical tourism has developed recently (during the last 20
years). There are papers and books dealing with the notion of medical tourism, the
influencing factors, classifications, but there is still no consensus on this concept. Since the
definition of medical tourism is not yet accepted nationally and internationally and no
official statistics are collected, we used for our analysis the statistical data published by the
National Institute of Statistics on its website (www.insse.ro).
Some of the statistical data used in this paper were collected by the National Institute of
Statistics for its publication "The tourist demand of the Romanian residents in 2017", using
the "face-to-face interview" method. A sample of 8,728 dwellings was used for this
research, with 95% probability of guarantee results, a representative error of ± 5%, ensuring
the national representativeness for the key variables of the survey (people aged 15 years and
over, by gender and residence area - urban, rural). The resulted information quantifies the
Romanian residents’ travels by motivation, destination, type of accommodation, and length
of stay. The information used in this paper refers only to those travels motivated by medical
treatment, overnighting at different types of accommodation in Romania.
The data are limited to domestic travels for medical treatment, because there is no
information on the foreigners travelling in Romania for medical tourism. However, in case
of foreign tourists, we used the information provided by the Romanian Association for
Medical Tourism, collected from its members and those published by the National Institute
of Statistics (in "Tourism Activity in 2017"), regarding the arrivals of foreign tourists by
tourist areas and types of accommodation.
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Results and discussions
Romania’s potential for medical tourism
The history of the Romanian balneology demonstrates the tradition of using thermal and
mineral springs for curative purposes since the period of the Roman Empire, developing
later during the Austrian Empire. Moreover, Romania has a remarkable tradition in antiaging treatments and geriatrics.
Bucharest was promoted in the period 1970-1980 as a medical city focused on innovative
geriatric treatments and original therapies based on mud extracts. The former Flora Hotel
hosted a medical section of the Institute of Geriatrics and Gerontology, a luxury clinic
where foreign personalities used to come for treatment. The geriatric therapy was based on
Gerovital H3, an innovation of the Romanian physician and researcher, Ana Aslan. The
former Parc Hotel also housed a medical centre, managed by dr. Ionescu-Călinești, the
Romanian inventor of mud extract named Pell-Amar.
At present, Romanian medical tourism focuses on the medical services offered in private
and modern hospitals and clinics located in the main cities, but also on balneology, based on
natural healing resources (mineral and thermal waters, therapeutic lakes, therapeutic salt
caves, therapeutic muds, mofette, thalassotherapy, air therapy). According to Smith and
Puczkó’ (2009) classification, the Romanian balneological services cover two main health
aspects: medical wellness (for healthy people, wishing to maintain their health or to prevent
diseases) and medical therapy (rehabilitation, recuperation, anti-aging medicine).
The Romanian Organization of Spas' Owners recommends the Romanian spa resorts in
therapies for: occupational, hepatic, dermatological, respiratory, endocrine, kidney,
digestive, nutritional and metabolic diseases, gynecological, neurological, cardiovascular,
allergic, rheumatic and peripheral nervous system disorders. According to the Medical
Tourism Association, the most attractive Romanian medical services for international
patients are: dentistry, cosmetic surgery, ophthalmology and LASIK eye surgery, elective
surgery, interventional cardiology, orthopedics surgery, CT and MRI scans, rehabilitation,
and spa treatments. The most frequented destinations for medical tourism are Bucharest and
other major cities in the country, served by functional airports such as Cluj Napoca,
Timișoara, Târgu Mureș, Iași, Sibiu and Constanța (Ilias, 2016).
Measuring medical tourism in Romania
In the classification of inbound travelers described in the United Nations ”International
Recommendations for Tourism Statistics 2008”, the „health and medical care” is one of the
main groups considered to be a difficult to measure category for the reason that this group
may require more information than the declaration of the main purpose of the trip. Trying to
estimate the number of medical tourists may be a challenge since many national
governments do not keep or wish to public their statistics and even more, tourists do not
have the willingness to reveal the real reason of their visit (Calnan and Calovski, 2015).
Health could be considered a strictly personal matter that cannot be the subject of official
travel statements. Data collection for medical tourism is still a problem due to the lack of a
comprehensive definition, recognized and adopted by international tourism and health
organizations. As Carrera and Bridges (2006) mention, the lack of data on the number of
people practicing medical and health tourism is also generated by the absence of a
classification that correctly associates statistical indicators with the specific categories of
medical tourism. Even if there is no official statistics regarding the size of medical tourism,
the existing information suggests an average market size of 60 billion USD and an expected
increase of 20-25% (Pacients Beyond Borders, 2017; Medical Tourism Association, 2018;
Deloitte, 2008).
There are also differences concerning of what should be included in the category of medical
tourists: counting or not the spa and wellness tourists, domestic medical tourists, near
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borders or long haul medical trips, diasporas, regular tourists with medical emergencies,
medical tourists’ companions, embassy employees, residences with other citizenship, etc. As
Lunt, Smith, Exworthy, Green, Horsfall and Mannion (2011) affirm, clarification is
necessary around the sources and surveys used to provide statistics of medical tourists.
In Romania, approximately 25,000 international patients benefit from medical services
annually, most in dentistry and plastic surgery (Flymedi Guide, 2016). According to the
Medical Tourism Association, 8,200 foreigners were treated in its member private clinics
and hospitals in Romania, 2014.
According to the National Institute of Statistics (”Tourism activity in 2017”), the number of
tourists increased by 10.4% in 2017 compared to 2016 (10.2% for Romanian tourists and
11.2% for foreign tourists), and the number of overnight stays increased with 6.5% (5.8%
for Romanian tourists and 9.5% for foreign tourists).
The data on domestic medical tourism are more accurate, since they are collected by the
National Institute of Statistics. The Romanian medical travels increased in 2017 as
compared to 2016. The total of 505,216 medical travels in 2016 was divided in 500,704
domestic and 4,512 abroad. There was an average increase of 25% in 2017 (24% for
domestic travels and 87% for outbound travels).
Table no. 1 on domestic medical travels, shows that the number of travels differs by length
of stay and destination. The most popular domestic destinations for medical tourism are the
cities and mountain areas, followed by the rural area, seaside and others. The most frequent
length of stay in medical tourism is 4-7 nights, followed by 8-14 nights, and finally the
extremes, 1-3 nights and 15-28 nights.
Table no. 1. Domestic medical travels by length of stay and destination (2017)
Medical travels
Length of stay
1-3 overnights
4-7 overnights
8-14 overnights
15-8 overnights
>29 overnights

634,222

625,758

8,464

Domestic medical travels by destination
seaside
rural
mountain
others
area
area
311,494
42,210
59,868
201,385
10,801

143,432
225,852
201,622
60,766
2,550

141,335
221,814
201,622
58,437
2,550

2097
4038
2329
-

112,794
125,450
59,988
11,976
1,286

Total
travels

Domestic
travels

Outbound
travels

cities

13,279
18,231
9,436
1,264

12,628
15,039
26,748
5,453
-

14,763
67,483
88,791
30,348
-

1,150
563
7,864
1,224
-

Source: adapted from National Institute of Statistics, 2018

Travel organizers have a significant influence on medical tourism, since some of them can
be considered facilitators or payers. In Romania, the situation of facilitators is not yet
regulated, so we consider travel agencies to play a facilitating role in medical tourism, while
the unions and the retirees (through the National Social Insurance Fund) are payers and copayers for unionists and retirees (table no. 2).
Table no. 2. Domestic medical travels by travel organizer and destination (2017)
Travel organizer
Travel agencies
Unions
Retirees
Independent travellers
Others

Total
10,590
27,171
247,162
325,203
15,632

cities
989
15,764
62,069
218,092
14,580

Type of domestic destination
seaside
rural area
mountain area
2,662
1,674
5,265
11,407
31,087
31,184
113,734
8,461
27,010
69,927
1,052

others
9,088
1,713
-

Source: adapted from National Institute of Statistics, 2018

Independent travelers and retirees (through the National Social Insurance Fund) are the most
important domestic medical tourism market segments (fig.no.1). Considering the
international trends in medical tourism, Romania should adjust this segmentation by
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reducing the dependence of the National Social Insurance Fund and by trying to draw the
attention of private insurance funds that work closely with national and international
companies. The number of independent travelers demonstrates a high interest in medical
tourism from internationally identified tourists as "from pocket payers".

Fig. no. 1. Domestic medical travels by travel organizer (2017)
Source: adapted from National Institute of Statistics, 2018

The preferred destinations for medical tourism during the last three years are the cities and
the mountain areas, although they recorded a decrease in demand in 2016 (fig. no.2). Both
destinations (mountain area and cities) are related to medical tourism and could also be
interpreted as medical tourism destinations attended by foreign tourists. The existing
statistics show only the number of foreign arrivals and overnights, by destination and type
of accommodation, and do not report the travel motivation.

Fig. no. 2. The evolution of domestic medical travels by destination,
during the last 3 years (2015-2017)
Source: adapted from National Institute of Statistics, 2018

We may analyze the medical tourism segment taking into account the spa statistics in 2017,
since these resorts provide medical treatments. Foreign tourists’ arrivals in spa resorts
represent 1.76% of total foreign arrivals in Romania, and 3.26% in case of overnights.
Foreign tourists’ length of stay of 3.5 days in spa resorts is higher compared to the average
of 1.9 days for other tourist destionations (data processed from "Tourism Activity in 2017").
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Conclusions
This paper deals not only with Romania’s balneotherapeutic potential, but also with its
competitive advantages as a medical tourism destination. The characteristics of Romanian
medical tourism compared to other European countries are: significant balneotherapeutic
resources, tradition in natural healing procedures and some curative, innovative and antiaging products (the original products invented by the Romanian physicians, Ana Aslan and
Ionescu-Călineşti: Gerovital, Aslavital and Pell Amar).
Romania has to improve the statistics on foreign tourists following the model of domestic
medical tourism. In addition, these data should be detailed by the type of medical treatment
(invasive, diagnostic, balneology, medical wellness) and by the type of medical specialty
(dental, bariatric, orthopedic, ophthalmology, etc).
Romania is one of the countries providing medical tourism services internationally; much of
the accommodation capacity is located in the cities (35%), where there are modern clinics
equipped with state-of-the-art technology, with first-class professionals and affordable
prices.
To attract more tourist segments, the Romanian government should facilitate investments in
the healthcare infrastructure, promote and support medical education and scientific research,
and implement the latest medical technologies.
This paper may be a starting point for the Romanian medical tourism stakeholders, to
develop coherent strategies of promoting medical tourism. The research could continue with
new studies on the foreign tourists’ travel motivation. This paper is limited to the research of
statistical data and could be continued with some field research on the medical tourism offer
of the major cities in Romania.
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Abstract
The implementation of sustainable development strategies in Romanian society already
marked by many gaps compared to the competitive societies in the European Union and
worldwide is conditioned by the quality and quantity of the intellectual capital owned and
used. Education is a strategic factor in the long-term development of a society and aims at
multidimensional and forward-looking modeling of the human factor. This leads to a
"knowledge society" and involves new steps in educational policy, implicit in the
transformation of the educational system. Intellectual capital can be put in a direct
relationship with the art and science of deriving maximum value from the resources at the
disposal of society in general or of an organization in particular but also of the capacity and
modalities of using these resources. Knowledge means power and profitability.
Keywords
education system, intellectual capital, success factors, challenges, Romania
JEL Classification
I28, J08, M54

Introduction
The education system represents the component of the national education system, which
includes pedagogical organizations specialized in designing and carrying out the activity of
education on levels, steps, training cycles, managerial led to optimal capitalization of the
pedagogical resources available, developed and continuously perfected in pedagogical
context and socially open. In an open, macro structural context, the public education system
is developed and developed as part of the global social system, while microstructural it is
related to its main subsystem, meaning the educational process in which specific education/
training activities are designed, development in concrete situations, depending on existing
pedagogical conditions and resources, available in time and space. From the perspective of
the curriculum paradigm, the public education system defines the ensemble of formal and
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non-formal pedagogical organizations and of the special actors involved in the development
of education on the basis of contractual and consensual relationships, credible within the
family and the local community.
Organized according to the National Education Law no. 1/2011, with the subsequent
modifications and completions, the Romanian education, through the social mission
assumed by the public education service assumes the role of "educating the mental
infrastructure of the Romanian society in accordance with the new requirements deriving
from the Romanian statute as a member country of the European Union and its functioning
in the context of globalization" through the design and realization of a "highly competitive
national human resource able to function effectively in present and future society". (Legea
1/2011, art 2(2))
The managerial structure of the public education system is a prerequisite for capitalizing on
the pedagogical resources necessary for the design and realization of the specific activities.
The functioning of the school is regulated in Romania by Law 1/2011L, by the ROOPEU,
by the Law on Quality, 87/2006, which, in one way or another limits the freedom of action,
the possibility of adopting personal initiatives.
Under current economic conditions, intellectual capital is a critical success factor for
organizations using intensive knowledge but also for other types of organizations.
Intellectual capital can be defined in different ways. Most definitions have similar elements,
such as: the invisible character of intellectual capital; the close relationship of intellectual
capital with the knowledge and experience of employees, customers and technologies that
the organization uses; the causal link between intellectual capital and the future success of
the organization.
Thomas A. Steward (2007) defines intellectual capital as "intellectual material knowledge,
information, intellectual property, experience that can be used to create wealth". Similarly,
there are definitions given by Hugh McDonald: "the knowledge that exists in an
organization and which can be used to create a competitive advantage", by Leif Edvinsson
(2000) "knowledge that can be converted into value". In the literature, a series of works
were developed to develop a conceptual framework to foster an understanding of the notion
and structure of an organization's intellectual capital. Thus, according to Edvinsson and
Malone (1997), "the intellectual capital of an organization is divided into three basic forms:
human capital, structural capital and customer capital". They associate the term human
capital with all the individual capabilities, the skills and experience of the employees and
the managerial staff, the creativity and the spirit of innovation, define the structural capital
as a support infrastructure for the human capital, and in the client capital are included the
relations with the clients. Sveiby and Lloyd (1987) argues that "the intellectual capital of an
organization can be classified as a family of three entities: employee competence, internal
structure and external structure".
Brooking (1996) splits the intellectual capital of an organization into 4 categories: humancentered assets, infrastructural assets¸ intellectual property and market assets.
This framework differs from the previous one, because the second entity, the structural
capital or the internal structure is divided into two separate entities. Infrastructure assets
include processes, methods and technologies, while intellectual property assets refer to
patents and copyrights. According to van Buren (2002), "the intellectual capital of an
organization includes the skills (mastery) of employees, the processes that take place in the
organization and the value of customer relationships". As such, financial assets are not
included in the intellectual capital structure.
OECD (Organization for Economic Cooperation and Development) defines in 1999 the
intellectual capital as the economic value of two intangible assets of the organization: the
organization of structural capital and human capital. Structural capital refers to ownership of
information systems, distribution networks, supply chains. Human capital includes human
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resources, customers, and suppliers. Often, the term intellectual capital is treated as
synonymous with the term intangible or active assets of knowledge. Anyway, OECD
considers intellectual capital to be a subset of knowledge assets.
Human capital represents, according to the aforementioned definitions, the knowledge,
skills and know-how "employees take with them when they leave in the evening", meaning
innovative capacity, creativity, know-how, accumulated experience, ability to work in
teams, employees, tolerance for ambiguity, motivation, job satisfaction, learning ability,
loyalty, training, education. Thomas Davenport (1999) builds an employee model as an
investor in human / educational capital. He notes that "over the past few years, the number
of highly-skilled jobs has increased at all levels of education, to the detriment of low-skilled,
low-skilled jobs as well as lower-level managers". Investing in continuing education appears
as a priority for individuals and insurance against the risks of unemployment and poverty.
On the other hand, companies can achieve a higher profit by investing in the education of
their own employees rather than by increasing the stock of economic capital. Effects on the
level of labor productivity are seen immediately, with employees becoming more creative
and with increased decision-making independence, able to react more effectively with
optimal solutions in new and unexpected situations. The special interest in investing in
human capital is also reflected by the constant concern of OECD to support economic
growth through educational capital development programs.
Relational capital focuses on resources that emerge from the company's external
relationships with customers, suppliers, and research-development partners. It compresses
that part of the human and structural capital that is involved in the company's relations with
the shareholders. Examples are customers’ image, loyalty and customer satisfaction, vendor
relationships, commercial power and negotiating ability with financial entities.
Structural capital refers to the knowledge that remains in the firm "in the evening after the
employees leave". This compresses organizational routines, procedures, systems, culture and
databases (examples: organizational flexibility, documentation services, the existence of
knowledge centers, the general use of information technology and the learning capacity of
the organization).

Fig. no. 1 Elements of intellectual capital
Source: authors representation based on the literature review

As we represent in figure 1 the intellectual capital is the sum of what people in an
organization know, a way that gives them competitive advantages on the market. It is
recognized as a value (knowledge that can be converted into values) in most organizations
but is not measured and evaluated in any other financial statement of the organization,
except for the market value achieved on the stock exchange.
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Challenges and success factors in the relationship between education and intellectual
capital
Knowledge and knowledge management is set up in key areas for organizations (such as
Knowledge intensive). This involves changes in organizational structure, culture, and
processes. "The organization becomes intensive knowledge from the moment it is aware of
the knowledge held, materialized in intellectual capital". An organization excels and is
competitive in the long run by creating an organization culture that promotes and supports
the innovation process. "There is a direct relationship between the extent to which an
organization proves to be innovative and its ability to expand intellectual capital". Thus, the
defining marks of successful organizations in intellectual capital are: the specialization of
their abilities and capacities, of the employees; niche expertise; intercultural capacity, and
these goals are achieved only by accessing a quality, sustainable education.
Romania is a competitive international player through innovation and quality of work. This
means that the knowledge and information society is no longer a simple word game and the
concept of education aims at qualitative mutations of the functioning structures at the level
of organization, management, the realization of existing or available pedagogical resources
as well as in the presence of the relationship with the society (Grigorescu, Chitescu,
Lixandru, 2017). Thus, the continuous reform process by which the Romanian educational
system is transformed as the foundation of intellectual capital can be defined both from a
synthetic perspective "a structural and systemic innovation within the education system" and
from a descriptive perspective as "a changing the educational system at the level of
education's finality, structure, content of the educational process". The reforms of the past
two decades in Romania and in the European Union focus on the quality of basic education
in order to equalize the chances of social success, to redesign the training in the perspective
of permanent education, to decentralize the structures of the education system in the
perspective of decentralization of education by promoting the model, pedagogical
distribution. The Europe 2020 Strategy, adopted by the European Council on 17 June 2010,
aims to "build a smart, sustainable, inclusive economy to face strong competitors".
The Romanian educational ideal, defined in the volatile context of Law 1/2011, is
transposed as "the main purpose of Romanian education is the formation of competences
defined as the multifunctional and transferable set of knowledge, abilities and skills".
Specialists believe that quality education implies a functional partnership between the
school-family-community, each triad member contributing to the availability.
The quality concept, the quality culture, the internal and the external evaluation, which are
contained in Law 87/2006, have the role of aligning, at least at declarative level, the
Romanian education with the requirements of the European Union, so that the graduates
have the possibility to find jobs in the Community's economic space (Tănase, Velica, &
Chițescu, 2017). At the level of school organizations, the concepts of the concept have a
certain dynamic, which is justified by the fact that social praxis is in a continuous
development. Organizational culture, managerial subcultures, quality, learning, are a
resultant and determinant in the process of modeling and personalizing personality.
Specialists in the quality of education consider it to be manifest when recording the student's
progress relative to the previous level.
In formulating the educational ideal, L.1 / 2011, Art. 2 (3) refers to the insertion on the labor
market of graduates; "the national curriculum is not adapted to the exigencies of the
Romanian market and thus quite faint, and even less to the ones of the single European
space to which we provide quite a large amount of unskilled labor force". The quality of the
instructive-educational process, macroeconomic indicators and quality of life are considered
relevant indicators of social development, the established criteria that correlates school with
social success.
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School abandonment is for Romania beyond the European Union average, being determined
by poverty, lack of existential models, and prospects of integration into the labor market.
Not taking into account the personality structure, the native qualities of the educators, the
political decision-makers have abolished the professional schools, the consequences being
reflected in the labor market.
In a Romania where there are approximately 250,000 illiterates (2011), although education
is considered a national priority by L.1 / 2011 and with a "budget allocated to education
that is about 4% of GDP", the contribution of intellectual capital formation is a difficult
mission of Romanian education.
The present study is based on the authors experience in the Romanian education system in
the last 25 years and the opinions collected from the stakeholders along this period of time
and the literature studied, other specialist opinions and studied published, public debates and
public strategies and policies.
Challenges Romanian education needs
The analysis of the two interdependent elements of the society and addressed in our study led to
the identification of the main challenges Romanian education needs to respond to in relation to
intellectual capital:
 The anticipative correlation of the education system offer with the structure and requirements
of the labor market - encouraging individual professional development that leads to a highly
skilled workforce that offers society solutions to address current and future challenges. This
desirability implies the development of the administrative capacity of schools to identify
clearly and concretely the market segment they are positioning and needs to adapt, defining
the skills and qualifications they form, and the power to develop their capacity to monitor to
their own graduates. In Romania, there are situations where schools produce labor, which
does not find the right place on the labor market.
 Generating knowledge through innovation and lifelong learning by selecting and
diversifying the amount of knowledge to be assimilated through the pooling of
professions by building mixed educational teams involving both the educational and the
business environment to make it possible to exchange knowledge, experience and good
practice. The inadequate, incomplete and constantly changing legislation in the field of
education, the current deficiencies of the legislation in the field of education have the
consequence of the relatively low adaptation of the educational offer to the real
requirements of the labor market and the maintenance of a non-operational qualification
system for the labor market in Romania.
 Cooperation between schools internally and in Europe. In terms of developing human capital,
the establishment of inter-scholar structures of permanent education and training, at the
administrative and financial level, which can provide real opportunities for universities to
carry out a reform of the educational system in order to allow the recognition of learning
outcomes at these levels structures.
 Continuity of inserting the effects of globalization and internationalization of
education. The European system encourages the use of modules, the mobility of
students/ teachers and the emergence of education and training needs based on dynamic
market demands. It highlights the need to develop a set of indicators for evaluating
study programs to determine the extent to which the competencies declared by the
school, respectively acquired by the graduates, and are real. An integrated approach to
study cycles is also required by developing a set of indicators for assessing acquired
skills.
 Strengthening dialogue and strengthening cooperation between schools and businesses.
Strengthening school-to-business cooperation will be a continuing challenge in the coming
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period. The need to target schools to employers' needs, given that employers can change the
educational market, is a major desideratum for schools. The need for a balance between what
schools offer and what employers need, the development of institutionalized communication
between the two partners becomes more and more visible, the improvement and
rehabilitation of the Occupational Framework in Romania, both at the specializations offered
by schools and at new occupations on the labor market. Schools have to define and decide
which extra-curricular activities to include in their curricula that give graduates the
transversal skills required by employers.
Creating career opportunities. The labor market faces both sub-skill and overqualification problems. Schools need to take responsibility for creating career
opportunities for their graduates and diminishing them until the discrepancies between
the skills acquired by graduates and the requirements of the positions they are engaged
in are eliminated.
Demographic decline, population aging and migration from rural to urban areas. The
active population of Romania knows a marked decreasing trend, which is also felt in
the number of the school age population. The phenomenon of emigration among the
active population will continue in the next period and will lead to a decrease in the rate
of activity in Romania. Aging populations and depopulation of rural areas and small
towns by migrating populations to more economically and socially developed areas
lead to the transformation of rural and small towns into underdeveloped areas with a
level of poor educational services.
Underfinancing the education system. Access to education, including university, and its
accessibility become increasingly dependent on the material state of the family. Budgetary
policy will have to be geared towards funding schools according to new criteria - reducing
public funding and supporting funding based on results and performance criteria.
Technological change will only be possible by intensifying the teaching-developmentinnovation effort, both in schools and companies, and will not be possible without a statesupported funding system. In the absence of a legislative framework regulating a
performance-based financing system for schools, the current funding system will continue
to be detrimental to the quality of the educational process and scientific research

Success factors for intellectual capital development
The main success factors identified from the perspective of intellectual capital
development are different if they are presented from the perspective of education units,
business environment and society in general (Grigorescu & Bob, 2010; Ruiz & all, 2014).
a. For education units, the development of human capital will be appreciated as
advantageous under the conditions it provides:
 Developing educational programs correlated with dynamic labor market demands
for the training of graduates with the skills and abilities required by employers and
meeting the requirements of a globalized market;
 Developing educational programs that generate higher skills for graduates as key
factors in stimulating creativity, innovation, entrepreneurship, leadership;
 Develop existing workforce skills and current hiring, taking into account that
around 70% of the workforce in 2020 currently has a job by encouraging lifelong
learning by designing flexible ways of delivering educational services;
 Improving educational services and increasing the visibility of schools in
educational services providers through new curricula, new learning methods for
adults and new study models;
 Development of an operational qualification system for vocational, high school and
post-secondary education in Romania, including national descriptors to be specified
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at each study program level;
 Establishment of a data bank of labor needs at the national level, on the eight
development regions of Romania, starting from the requirements of the labor
market;
 Increasing the number of graduates working in partnerships with schools;
 Developing permanent learning networks to remove barriers between different
levels of training and promoting links between vocational education and secondary
and post-secondary education;
 Developing, expanding and diversifying the activities of vocational counseling and
guidance centers and monitoring their progress;
 Encouraging demand from disadvantaged socio-economic groups for participation
in the formal education and training system;
 Increasing schools' contribution to strengthening the business environment's ability
to cope with economic, technological, marketing, environmental and risk issues;
 Diversification of research opportunities for the teaching staff and graduates,
including in enterprises;
 Developing spin-offs and generating new jobs;
 Updating the current legislative framework, often inaccurate or deficient, and
adapting it to the contemporary realities of Romanian education.
b. For the business environment, human capital development will be judged to be successful
if it ensures:
 Information on the impact of future technological developments and their risks;
 Support, through consulting, training and resources, with priority of IMMs;
 Improving the business school dialogue to identify the need for personal training, the
impact that future technological developments may have on them, the risks to which
they are exposed, the need for research, development, innovation etc .;
 Diversification of opportunities offered to employees to update/improve their level of
knowledge, in their field of activity or acquiring new skills;
 Stimulating employee participation in formulating company development strategies;
expanding communication channels and treating the launch/support/development
period of proposals or "time worked" solutions;
 Regulating intellectual property rights and improving access to patents, patents,
specialized publications, and increasing accessibility;
 Ensure that high-quality teaching staff prepare their future employees in line with
industry requirements and instead fund schools from public funds collected from taxes
and duties;
 Ensuring the necessary regulatory support for the institutionalization of the
relationship with the higher education institutions.
c. For society, the development of human capital will be appreciated as successful if it
ensures: increasing the level of satisfaction and the degree of happiness of the
population at the level of the entire society.
The correlation of the labor market requirements with the type of competences and
qualifications offered by the Romanian school represents, in our opinion, the main element
of the interaction between the educational system and the intellectual capital. The
challenges that arise in establishing an effective relationship between these elements can
be successfully overcome by properly addressing all the factors that influence this
relationship and which, on the three levels, school, business environment, society,
expresses the state of affairs of a society that oscillates between mess and the identification
of modalities of propensity on the axis of temporality. That is why, for success, rigor,
involvement, continuity and the desire for genuine change are required.
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Conclusions
The beneficiaries of human capital development are individuals, companies and society.
Investing in human capital as a political decision with important distributional and growth
effects is conditioned by the evolution of the education system as a basic trainer. In
Romania, beyond certain conservative tendencies, education desires, more or less explicitly,
to overcome the boundaries, in other words, it has somewhat visible mutations of essence in
all levels of the socio-human. Knowledge can be generated internally but also bought from
outside. The development of indigenous intellectual capital can be done only in symbiosis
with the development of the national economy, implicitly of the educational system. An
education system that generates intellectual capital cannot exist without structure, without
sufficient funding, and with a coherent legislative framework, as well as without the
discipline of well-defined study objects.
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Abstract
Part of the national audit system the clinical audit represents an important instrument in a
domain where the quality must be in the totality of the activities through which are assured
services to patients. The purpose of the clinical audit is to improve the services’ quality and
to optimize, in this way, the product offered to the patient, through a constant, systematic
and concrete analyze in relation with a set of well defined, explicit criteria and by inserting
and monitoring some changes to all the activity levels. Starting with the general framework
of the sanitary, working and operational systems and leading to the particular element – the
patient, the audit has the role to identify, evaluate and correct all the malfunctions that this
complex system can generate, as the medical act involves the human agent situated on the
both positions of the same strength report (medic and patient).
Keywords
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Introduction
The role of medical audit is a systematic and critical assessment of the quality of healthcare
by a multidisciplinary team and includes the analysis of some procedures used in the
diagnosis method, implicitly the marking of a correct and resultant therapeutic procedure,
the correlated use of resources for effective care of patients and to improve the quality of
life.
This has been described as a complex activity necessary to determine whether existing
knowledge and resources (human and technological) are being used appropriately. Medical
audit can be defined as estimating, evaluating and improving systemic healthcare provided
to patients. It is a systematic assessment by colleagues of an aspect of the patient's behavior.
Taking part in medical audit as a multidisciplinary process can increase the quality of
medical services by continuously improving assistance, provided that it is based on explicit
and measurable quality indicators (Grigorescu, Chitescu, 2017). These indicators include
both the perspective of providers and of healthcare users. Thus, it can be demonstrated that
it is universal, systematic and efficient.
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Audit may be internally - a self-evaluation activity performed within a medical structure as
part of general quality assurance procedures or externally when it is done by a team whose
composition is from outside the analyzed one and can be done to a section, a compartment, a
hospital or at the level of any health care institution or organization.
Audit is delineated by a research because it does not contribute to the generation and
promotion of new knowledge, but it represents a component of training and educating this
new side of the quality of the medical act itself.
Ensuring safety and good patient care is a problem of the health system. In the Second
Report from the Commission to the Council on the implementation of Council
Recommendation 2009/C/151/01 states the following data:
In Europe: 37000 deaths directly attributable to IAAM;
 110000 deaths for which IAAM are a contributing factor;
 an undetermined number of deaths caused by medical errors;
 between 8% and 12% of admitted patients to an EU hospital are, on the care
period, victims of events such as IAAM;
 4.7 billion euros costs only to treat the adverse effects caused by the
medical act.
Regarding to diagnostic errors, the number of deaths is 13.5% of the EEAM, the US report
between 60000-90000 deaths per year, and in Europe data are only for France, where the
reported deaths are between 6000-12000 per year.
In this context, the clinical audit leads, by comparing current practices in the organization
with best practice in the field, as well as identifying and solving problems in providing
services that limit such deficiencies with severe consequences (deaths) and high financial
costs, wants to make visible improvement of clinical results through everything I described
earlier. It is therefore able to provide clear data on improvement measures of the quality of
health services and, as a consequence, to increase the satisfaction and safety of patients,
corers and healthcare professionals. (Esposito, Del Canton, 2014).
In Romania, the body involved in this issue is ANMCS (National Authority for Health
Quality Management) and operates under the authority of the Government and the Prime
Minister's coordination through the Prime Minister's Cabinet. It has as main objective
continuously improve of the quality of health services and patient’s safety by modifying the
health organizational culture, standardizing, assessing health services and accrediting
sanitary units. Quality is the main objective of the Romanian authorities, imperative for the
development of safe and efficient medical services (Grigorescu, Chitescu, & Lixandru,
2016). In this way, NACMC is accredited to initiate processes for developing standards,
methodologies and procedures that are compatible with and equal to European ones, to
evaluate and accredit all healthcare providers (sanitary units, personnel training units
specialized in quality of health services management), to inform healthcare workers,
decision-makers and patients about the quality of health care and patient safety.
Standards developed by NAMMC regarding the management of sanitary institutions are
(http://anmcs.gov.ro/web/):
STANDARD 1: The institution has a policy for receiving and highlighting patients
STANDARD 2: Patients' access to services is a component of the institution's policy
STANDARD 3: The care plan of the patient is based on the data obtained at the time of
admission
STANDARD 4: The patient's medical and personal needs are considered in their complexity
STANDARD 5: Patient’s care is coordinated within clinical activity sectors
STANDARD 6: The institution guarantees the continuity of care
STANDARD 7: Patient’s management with surgical potential is based on communication
between specialized multidisciplinary teams

407

BASIQ INTERNATIONAL CONFERENCE

STANDARD 8: The sections of the institution and the pharmacy ensure the continuity of
care
STANDARD 9: Operation, delivery and ATI rooms ensure the continuity of care
STANDARD 10: Clinical and Para clinical medical analysis laboratories, as well as
pathological anatomy ensure the continuity of care
STANDARD 11: The institution has organized the fields of radio diagnostic, radiotherapy,
nuclear medicine, functional explorations, medical recovery and physiotherapy
STANDARD 12: Patient’s extermination is planned and coordinated
STANDARD 13: The institution has procedures related to critical situations or death
STANDARD 14: The departments of the institution use diagnostic and therapeutic protocols
STANDARD 15: The departments of the institution assess their professional practices and
achievements
Methodology
In this study we will analyze the methodology of conducting the clinical audit process that
addresses the three main elements of medical practices: structure, process, and outcome, and
we will highlight the importance of this process in the health system.
“The internationally accepted medical audit model involves establishing the requirements
(the standards), assessing the practice by comparing it with the ‘golden standard’ or ‘the
desirable practice’, detecting deficiencies and correcting them.” (Benjamin, 2008)
a. The audit cycle
The classic quality improvement model, illustrated in Figure 1, consists of 2 parts: Three
key questions that can be put in any order and The Plan-Performance-Check-Action
(PPCA) cycle is used to test and implement changes in practical reality (Harding, 2014).

What are we trying to do?

How do we know if change is an improvement?

What changes can we make that will result in an improvement?

Fig. no 1. Three key questions
Source: interpretation after Harding M., 2014, Audit and Audit Cycle. Professional Reference:
Care.data. June 16, 2014, https://patient.info/doctor/audit-and-audit-cycle#nav-3 [Accessed on 17
March 2018]

Auditing is a cyclical process that allows tracking of improvements and demonstrates
through evaluation that these have been made. The clinical audit cycle has 4 stages. These
are: setting standards, assessing current practices, comparing results with standards,
changing practices. There are many models for presenting a clinical audit cycle because the
projection of an audit should take into account the clinical outcome to be improved, the
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available standards at the time of the audit, how changes are to be introduced to make
implementation effective and how this result can be verified in a systematic manner.

Fig.2. The audit’s cycle
Source: Asnani M, Brown P, Connor D. O., Lewis T., Win S. and Reid M 2005, A clinical audit of the
quality of care of hypertension in general practice. West Indian Medical Journal, 54(3), pp. 176-180.

b. Clinical audit coverage
Clinical audit can cover a wide range of activities, especially those that have predefined a
reference system, meaning standards and guides to good practice. The theme of these
activities should take into account the improvement of the risk to the patient due to
identified and claimed problems, to be of interest to the staff of the institution and be part of
the quality management project promoted by the institution. Among the criteria that may
help classify domains in order of priority are: clinical, didactic and scientific interest, the
interests of service users, doctors' interests, high risk, high volume, complex or difficult
management, high costs, availability of national/ professional standards requirements. One
way to set the priority areas is to score a score in each domain according to the frequency,
risk and level of interest for doctors. Fields that get a high score for all these criteria
represent a priority for the audit. Alternatively, assigning a score based on criteria such as
availability of evidence, patient’s interest and cost may set different priorities. Any process
in medical practice can be audited (number of days of hospitalization, waiting times for
consultations, duration of surgery, how to draw up the Observation Sheet and the accuracy
of the records).
c. Importance of health industry
Improving it is a process in which all members of the medical team must be involved. The
clinical audit team consists, in general, of people who know the method and the audited
process, a professional auditor and a representative of the management. It is important for
the team to agree on the method used in the audit process, the simple method leading to the
collection of specific data in the shortest possible time. This must be in line with the priority
areas previously set, as the criteria used will influence the result. In setting auditing
objectives, the team has to define its purpose, so the audit will focus on a realistic theme and
time and resources are used effectively. After setting audit objectives, the team develops
provisions that are good practice statements derived from National Clinical Protocols based
on international guidelines. The dispositions used in the audit should be the best evidence-
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based practice. National clinical protocols based on International Guides will contain
evidences of specific interventions that are proven to be effective and will be used to
develop audit provisions. When selecting the audit sample, the team must first identify the
target population whose healthcare is evaluated. The group should be defined as precisely as
the results will only apply to the selected target group.
The purpose and the objectives of the audit
The primary goal is to improve the perception and care of the patient with the intention of
maximizing the clinical safety effect and minimizing the negative effects on the health of
the individual in a health institution.
Objectives share the audit objective in components that can be measured and limited over
time (Limb et al, 2017). The overall objectives of the clinical audit must be clearly defined
and consistent with the purpose and should be consistent with the generally accepted goals:
improving the quality of patient care, promoting efficient use of resources, improving the
provision and organization of clinical services, and promoting vocational training and
education.
Clinical audit is a systemic and continuous activity that does not disrupt the daily work of
medical staff and pacify patients. Identifying malfunctions and collecting data is done with
well-defined tools appropriate to the process.
"It is not surprising that most of the audits carried out (over 50% of all audits) relate to the
financial and accounting aspects or the specifics of the audited entity." (DumitrescuPeculea, 2015).
In the presentation of Luncan M (2017), in the case of clinical audit, must be made a
monitoring, in general, of an indicators set that can be classified in the following categories:
1. Indicators of services’ use:
 Number of patients discharged
 Case complexity index
 Average hospitalization time
 Running the sick
 Bed Usage Rate (%)
 The proportion of emergencies in total hospitalized patients (%)
 Proportion of patients admitted from the total number of patients presented to
UPU (%)
 Proportion of internalized patients with sentinel note from total hospitalized
patients (%)
 Percentage of surgical patients in all patients discharged from surgery (%)
 Percentage of patients with complications and comorbidities of all patients
discharged from surgery (%).
In order to outline the importance of this indicator we will provide some statistics made by
the CMR and the National Institute of Statistics of Romania valid for 2016: 111,650,857
services provided by the family doctors and 64,964,866 services in the ambulatory specialty
and 7,084,147 hospitalizations; over 180,000 medical services (with an average of 3,000
services provided by one doctor, most of them outpatient, only cases requiring
hospitalization being permanently monitored in hospital units) were offered. A day of
hospitalization represents for the hospital an amount equivalent to 60 euros received from
the state, about 22 times lower than in the western countries. The average length of
hospitalization is 6-7.5 days/patient (figure no 3).
The Romanian medical system has more than 59,000 sanitary units: hospitals, treatment and
diagnostic centers, health centers, specialized outpatient clinics and ambulatory hospitals,
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medical laboratories and dental laboratories as well as cabinets, pharmacies and
pharmaceutical points.

Fig. no 3. Audit indexes in health
Source: authors computation based on INS data for 2016

2- Indicators of quality:
 Hospital mortality rate
 The rate of infections associated with healthcare
 Recurrent patient rate (without appointment) within 30 days of discharge
 Compliance index between diagnosis at admission and diagnosis at 72 hours
 Compliance index between inpatient diagnosis and discharge diagnosis
 Percentage of patients transferred to other hospitals out of total hospitalized patients
 Percentage of deceased patients within the first 24 hours of admission
 Percentage of patients dying within the first 48 hours of surgery
 Number of complaints / complaints of patients, registered
Referring to the quality of medical services in Romania, one can observe the low number of
the medical staff, except the doctors who are insufficient, who have specialty higher
education. An indicator used internationally, present and in increasing statistics by the
European Union, for a pertinent analysis of their health systems, especially of their
performance, refers to avoidable hospital mortality. Eurostat statistics highlight that the
highest rate of avoidable hospital deaths is in Romania (49.4%). Part of these deaths could
have been due to the lack of effective intervention in a timely manner.
Another worrying statistic is the number of hospitals - 20% - using a disinfectant that fails to
destroy inter-hospital microbes. In this context, the rate of nosocomial infections associated
with poor healthcare is very high, well above the average of 1 in 50 cases reported at
European level. In Romania, 8,105 cases were reported in 2010, reaching 12316 in 2015
(according to insse.ro).
Regarding the Luncan Operational Procedures, 2017, recalls the following indicators
(Buttery, 1998) could be:
 The number of complaints from patients, the number of patient complaints from
satisfaction questionnaires. For example, in 2017, there were 684 complaints about
the medical act in Romania, of which only 160 came to the attention of the Superior
Disciplinary Board of the College of Physicians. Coercive measures were only for
26 cases, three of which were exclusions from the medical system. The large
number of reported cases is also due to the introduction, in 2016, of Order no.
1501/2016 which implements the "patient feedback mechanism in public hospitals".
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the number of employees' dissatisfaction resulting from the satisfaction
questionnaires;
 the number of occupational accidents,
 the number of appeals in hiring competitions,
 escalation number in hospitalized patients, number of transfusion incidents;
 number of patient identification errors, number of incidents with regard to
confidential data protection, goods or values of patients, and indicators referring to
the patient's path in hospital, monitoring is the waiting times from entering the
hospital gate to discharge
 the mean waiting time from the patient's presentation to the CPU until the meeting
with the emergency doctor;
 Median time required from the moment the patient is presented to the CPU until the
initial treatment is administered;
 the average duration of the initial consultation for patients presented to the CPU;
 the average time elapsed between the arrival of the ambulance and its release; the
average time elapsed since the patient was presented to the CPU until the FOCG
was drawn up;
 the average time elapsed since prescribing a Para clinically investigation until the
results arrive (for emergencies);
 The medium time elapsed from prescribing a CT or MRI investigation until it is
completed; surgical intervention time/ types of intervention and/ physician; average
use of the operating room, etc.
The way data is collected can be: prospective or concurrent with the existence of efficacy
and efficiency indicators for protocols and procedures, retrospective (data already collected)
by analyzing FO records or combined, especially for patients with chronic diseases. The
methodology of obtaining is sociological, either on a questionnaire, or on a focus group or
interview. Multidisciplinary auditing may require more than one person to complete the data
collection form. In this case, it is important to define the responsibilities of each person
involved. Monitoring will take place over a predefined time period, resulting in a report.
The analysis of the data will be done by the audit team and the management of the
institution through comparative studies between them and the information provided by the
standard reference material, protocol, good practice guide. The results obtained are valid as
long as they allow identification of the problems assumed and can provide improvement
measures, which, through implementation, lead to the quality of the medical act, increase
the safety of patients and staff, meaning to increase the efficiency and effectiveness of the
audited processes.
Audit is the process by which competent, independent individuals collect and evaluate
evidences to form an opinion on the degree of correspondence between those observed and
certain predetermined criteria (Wanda Wallace - CEO of Leadership Forum, Inc.) as
"professional review of information to express a responsible and independent opinion on a
particular standard." Therefore, the importance of clinical audit is aimed at continuously
improving clinical quality, meaning the positive adjustment of medical practice among
doctors in order to satisfy the patient through a superior medical act. Audit efficiency is
ensured when specialized employees facilitate auditing, when the audit team receives
adequate logistic support, as meeting rooms, secretarial assistance, IT systems and technical
assistance, and when interpreting results leads to effective solutions.
Conclusions
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Establishing a clinical audit effectively has positive outcomes both for the patient (care,
perception, offering quality) and physicians (knowing their own results and colleagues,
knowing the financial situation of the provision of services, knowledge strengths and
weaknesses at team level or which leads to the development of a real change management)
by increasing the quality of the medical act. Thus, it is necessary to create as many
professionals as possible in the clinical audit. "Having a modern legal framework and
regulations and procedures developed in accordance with accepted international auditing
standards and good practice within the European Union, public internal audit is in a
development process" (Dumitrescu-Peculea, 2017), so establishing a legislative framework
less volatile in terms of implementing policies, strategies and plans for medical audit would
create responsibilities not only to users of medical services, as well as at suppliers and
targeted and efficient. Dissemination of information and the experience gained from the
medical audit, achieved by observing the methodology in force, at one moment or another,
certainly leads to an increase in the quality standard of medical services.
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Abstract
The Outsourcing Industry in Romania continues to grow, but a talent gap has developed
within the last years. The “war for talents” has reached the industry which competes with
alternative industries such as the manufacturing sector.
The industry has recognized that in order to have a sustainable development it is essential to
understand the perception of the industry amongst the talents and to be able to derive
strategies for talent growth and attraction. All over the world employer branding studies
have addressed this topic. However, they derive the awareness of the industry based on
individual company perception based on human resources practices (Benitez et al., 2015).
The contribution of this paper based on explorative research which studies the perception of
the outsourcing industry in Romania amongst the talent pipeline and not by deriving it from
the clustering of individual companies’ attractiveness.
Therefore, this paper will first introduce the concept of industry reputation followed by the
presentation of initial results of the explorative study. In this study bachelor students of the
Bucharest University of Economic Studies were asked about the industry perception, future
work plans and employability skills needed within the Romanian outsourcing sector. The
results show that indeed there is a lack of awareness about the industry amongst the
students. However, it is perceived as attractive as well as full of opportunities for long-term
career perspectives. It is therefore suggested to close the awareness gap with the support of a
collaborative three-level action plan amongst companies, industry and government.
Keywords
Outsourcing, Industry Reputation, Talent Gap
JEL Classification
L8, L18, M3, M31, M51

Introduction
The Outsourcing Sector in Romania has grown enormously, and until now there are no signs
that this development will stop in the near future. According to the Outsourcing Industry
Report 2017 (ABSL and KPMG, 2017), the industry currently employs 120,000 headcounts.
The sector is expected to grow its workforce to 200,000 employees by 2020 (Outsourcing
Today, 2017).
There is tight competition for talents within the sector as well as outside of it. In the first
years of the industry’s rise, the talent pool was big enough to support the growth. However,
in the last years, the situation has changed. The sector claims that there is a tight competition
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to attract and retain qualified talent (Outsourcing Today, 2016). This is also reflected in
higher attrition rates which on average are 20% for the specific industry in Romania (ABSL
and KPMG, 2017).
According to the latest Most Desired Employers Report of Catalyst (2017) big international
companies such as Microsoft or Oracle count with high resources to invest in employer
branding and will attract the most talented because they have a strong brand and can offer
attractive compensation and benefits packages. However, the Outsourcing Sector in
Romania does not only consist of significant foreign direct investments; it has also
generated many local small- and medium-sized companies that need to be supported in the
talent search as these do not count with the number of resources of multinationals. The
outsourcing industry also claims that it is not perceived as an industry of choice in Romania.
If recognized it has to deal with “old fashion” stigmata of call centres despite new digital
technologies changing the work environment requiring more sophisticated skills
(Outsourcing Today, 2017; Förster-Metz and Marquardt, 2017).
To understand if the potential talent pool has the same awareness of the Outsourcing
Industry as the insiders regarding attractiveness, future work plans and employability skills
needed in the sector, the authors developed an explorative survey on this respect.
Subsequently, further research and actions can be derived that will positively benefit the
industries’ reputation. Therefore, after an introduction of the concept of industry reputation,
this paper will present the initial results of the study having asked bachelor students of the
Bucharest University of Economic Studies about attractiveness, future work plans and
employability skills needed within the Romanian Outsourcing Sector.
The importance of this paper lies on the research of specific industry acknowledgement of
the Outsourcing Industry in Romania by deducting a targeted explorative study on the
industry amongst the talent pipeline, not by clustering individual companies’ attractiveness.
Industry Reputation
A highly competitive and global market forces companies to differentiate and position
themselves against their competitors increasingly. Current economic scandals like
Volkswagen emissions scandal or the Cum-Ex-scandal in the banking sector have an effect
on all companies of the respective industry regardless being involved in the scandals or not.
Hence, a tarnished reputation not only has an impact on the customers’ demands or a
company’s share performance but also can complicate the acquisition of new employees,
especially in sectors with shortages of skilled labour. Thus, surveys about the reputation of
companies like for example the “Great Place to Work”-initiative* in Germany can regularly
be found in media all over the world. Employer reputation results of “the stakeholder
perceptions about a range of human resource management practices such as talent
management, payment and compensation, work environment and workplace conditions, and
social policies” (Benitez et al., 2015). There is a multitude of more or less scientifically
founded studies asking for the perceived criteria of an employer’s attractiveness. The
following table no. 1 shows current examples of top 5 criteria, surveyed in Germany and
Romania within the last two years.
*

Since 2002 conducted by the business journal “Handelsblatt”, the journal “Personalmagazin”, the
demographic network “ddn” and the Ludwig-Erhard-Award “ILEP” (Presseportal, 2018).
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Study

Table no 1: Top 5 criteria for an attractive employer (examples)
Top Criteria

Attractive employer
(Berufsstart, 2018)

Attractiveness of an
employer (Targobank, 2017)

The most desired employers
2017 in Romania (Catalyst
Solutions, 2017)

















further training (69,5 %)
promotion prospects (62,1 %)
salary (58,6 %)
industry (57,5 %)
image (57 %)
salary (61 %)
open-ended employment contract (60 %)
reconciliation of family and working life (37 %)
attractiveness of business location (37 %)
[only top 4 mentioned in source]
pleasant work environment
attractive salary & benefits package
safe job
new professional challenges
training programs

Source: authors’ own compilation based on Targobank, 2017. Studie der TARGOBANK: Frauen
wünschen sich flexible Arbeitszeitmodelle, für Männer ist Führungskultur entscheidend. [online]
Available
at:
<https://so-geht-bank-heute.targobank.de/newsroom/
pressemitteilungen/studie-der-targobank-frauen-wuenschen-sich-flexible-arbeitszeitmodelle
-fuer-maenner-ist-fuehrungskultur-entscheidend/> [Accessed 12 April 2018]; Catalyst, 2017. The
most desired employers 2017 [eBook] eBook-Most-Desired-Employers-Survey-2017.pdf; Berufsstart,
2018.
Studie
Attraktive
Arbeitgeber.
[online]
Available
at:
<http://www.berufsstart.de/karriere/attraktive-arbeitgeber/Studie-Attraktive-Arbeitgeber.pdf>
[Accessed 12 April 2018]

These criteria only refer to specific companies. Though these studies differ considerably
concerning the studies’ approaches and the persons surveyed, obviously the salary is of high
importance for the attractiveness of an employer in all studies.
To derive a significant statement about the attractiveness or reputation of a sector on this
basis is hardly possible, as the companies in a sector differ concerning the criteria
mentioned above. On the contrary, the sector’s identity has a cause-effect relationship with
corporate reputation, because the characteristics and action surrounding a company also
shape its reputation. In this context branch identity is a mix of properties common to all
companies inside a sector, and equally expected and demanded by the stakeholders (Craig,
2016).
Nevertheless, some surveys deduct a sector’s attractiveness by regarding the individual
companies in the respective industry. For example, studies about attractive employers often
take the identified top 10 or top 20 companies and thus conclude on the sectors. This
deduction refers to Spender’s “industry recipe”-approach, which states, that people have
distinctive basic knowledge about industries (Spender, 1989). In 2016, the online rating
platform kununu ranked the industries in Germany, in which the employees declared
themselves to be most satisfied (kununu, 2016); within the survey “The most desired
employers 2017 in Romania” conducted by Catalyst (2017) for instance, the top 10
companies represent the following industries (see table no. 2).
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Table no. 2: Top industries
Top industries
Industries with top 10 employers:
 IT
 Automotive
 Oil&Gas
 Telecom
 Fast Moving Consumer Goods (FMCG)
Industries with top 20 employers:
 Banking
 Consulting
 Business Process Outsourcing (BPO)
Industries of the most desired Ranking of industries with most desired industries:
employers 2017 in Romania
1. Consulting
(Catalyst, 2017)
Internet/multimedia (both 3,89/5 points)
2. IT (3,73/5 points)
3. Insurance
Marketing/advertisement/public relations (both
3,66/5 points)
Survey
Most satisfying industries
concerning working
conditions and work-lifebalance (kununu, 2016)

Source: authors’ own compilation based on kununu, 2016. Die besten Branchen Deutschlands.
[online] Available at: <https://news.kununu.com/die-besten-branchen-deutschlands/> [Accessed 10
April 2018]; Catalyst, 2017. The most desired employers 2017 [eBook] eBook-Most-DesiredEmployers-Survey-2017.pdf

Hautzinger (2009) formulated hypotheses concerning measuring an industry’s reputation
and the relation between the reputation and the attraction for potential employees. He thus
defined an industry’s reputation as the performance and motivation perceived by the
stakeholders and hence being publicly accepted. On the basis of his study he could verify,
that the better the reputation of an industry is, the higher is the attraction for potential
employees to make an application in this industry and the better the attractiveness as an
employer in this branch is – assessed by the applicant. This led to the formulation of 10
indicators for the reputation of an industry. Market-leading companies in the respective
sector thus have a good reputation, integrity, credibility, no scandals, portrayal in the media,
quality of products/services, only rare harmful side-effects of products/services, social
engagement and awareness, high voluntary self-commitments and are environmentally
friendly (Hautzinger, 2009).
Furthermore, findings are highly country-specific. It also should be distinguished between
the company’s size, the gender of the persons surveyed (Targobank, 2018) or their study
courses (for example engineering or economic science), as a study by Berufsstart (2018)
showed. Also, social trends like ethical or environmental aspects must be considered, too. In
a survey conducted by Reputation Institute, energy companies are viewed as the least ethical
industry, whereas the industrial, automotive and healthcare industries performed strongest
(Harrington, 2018). Another aspect can be found in the information economy. The search,
experience and credence qualities of goods determine the extent of uncertainty within a
transactional relationship, which always depends on the demander’s subjective perception
(Weiber and Adler, 1995). This concept could be transferred to the industry, whether it is
producing goods or services. If the services of a service-providing industry have credence
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qualities, this could lead to “spill-over”-effects† to the future employee’s personal appraisal
concerning the processes, standards and requirements for work. Consequently, these
industries could have more difficulties attaining talents as others.
Methodology
The explorative survey was developed with the support of a questionnaire to assess
students’ acknowledgement and perception referring to the Outsourcing Industry.
The paper-based questionnaire consisted of an introduction and 11 questions (closed and
multiple choice) which were divided into three sections. The introduction included the
purpose of the survey as well as a brief explanation of the Outsourcing Industry in Romania
to avoid misconception of the industry. The authors refrained from going into details
regarding the subsectors of the industry to avoid confusion amongst the sample population.
The first section of the surveyed data corresponded to demographics to understand the
composition of the sample (age, gender, numbers of semesters studied, affiliation to
faculty). The second section comprised eight questions which surveyed a combination of
work history in and outside the surveyed industry, acknowledgement of the industry as well
as future career plans in the Outsourcing Industry. The third section (questions 9 to 11)
focused on the perception of the students about employability skills needed by the industry
as well as their exposure to specific activities to develop the required skills and knowledge
to be employable in the industry.
The questions have been designed to gather categorical and numerical data. The duration of
the survey was set to be approximatively 10 to 15 min.
Data Analysed
The simple random sample consisted of anonymized data of third-grade bachelor students of
the Business and Tourism Faculty of the Bucharest University of Economic Studies. The
sample size was 198 students. Students of this faculty were chosen as their curricula make
them eligible to work in the professional service industry. Furthermore, they represent the
next generation of talents that would be available in the market for the referred industry.
Participation in the study was voluntary and informed. The survey was deducted with the
consent of the Faculty of Business and Tourism. Survey administration was accomplished
with relative ease given the use of time prior semester final exams in February 2018. The
response rate was high at 98% as the students were kindly asked to take the questionnaire
before their exams.
A total of 198 students participated in the survey out of which 178 questionnaires have been
considered valid due to the elimination of non-response items. The next section of this paper
analyses the results of the first two sections of the applied survey referring to demographics
and questions 1 to 8. The third section will be presented in a further step after the analysis of
the survey is finalized.
Results
The demographics of the survey are summarized as follows. The average age of the
participants was 21. The entering sample population was mostly female (60%), the ages
range between 20 to 23. The ages in the responding male population were the same as in the
female population. The average number of semesters studied by the population was 5. More
than half of the surveyed population (52%) works next to their studies out of which 70% are
women and 30 % men.
†

These “spill-over”-effects are for example shown in consumer goods industry. A loss of trust
because of a scandal results in the loss of trust in all the goods of the respective company (Hanf,
2000).
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The binary data of the surveyed sample population states that 61% have not acknowledged
the industry as an employer. This goes in line with the statements of the industry that
considers the industry not to be acknowledged by the talent pool, though it does not indicate
the reason why. 67% of students have not considered working in this industry. The high
percentage suggests that there might be a need for clarification on the industry. However,
further research needs to be realized to understand why this is the case. It is an unexpected
result that despite not having acknowledged the industry and not considering the industry as
a potential future employer still 63% of the students consider the sector as an attractive
employer. Furthermore, 58% of the surveyed population also considers that the industry can
offer long-term career perspectives. The survey results suggest that there is an informational
gap in the industry which shows potential to attract as well as to retain talent (see figure
no.1).

Figure no. 1: Survey results on industry perception (n=178)
Source: Authors’ own research results/contribution

Within the sample population, 17% of participants have worked in the Outsourcing Sector.
Table no. 3 shows the distribution of the number of months worked in the sector as well as
under which type of contract. Within this group, 83% consider the industry an attractive
employer. However, 23% of this group do not consider the industry to offer long-term
career perspectives. This could explain the higher attrition rates of the industry but will need
further analysis.
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Table no. 3: Work history of participants in the outsourcing industry (n=30)
Number of months worked in the
Absolute
Relative
Outsourcing Industry
Frequency (n)
Frequency (%)
5
17%
1-3 months
8
27%
3-6 months
6
20%
6-12 months
8
27%
More than 12 months
3
10%
Unknown
Type of employment contract received in
Absolute
Relative
the Outsourcing
Frequency (n)
Frequency (%)
1
3%
Contractor
4
13%
Internship
11
37%
Permanent Contract
11
37%
Temporary Contract
3
10%
Unknown
Source: Authors’ own research results/contribution

Conclusions
The results of the survey show that the Romanian Outsourcing Industry – despite a
clarifying introduction of the industry amongst the sample population – is not very present
as an employer in the students’ mindset. The population has heard little about the industry
and is not able to associate it with a future employer. Also, it suggests that students are not
very informed about the job opportunities the industry can provide. There is a suggested
causality in this. However, the current analysis does not clarify causality. The survey could
be enhanced by adding causality analysis. Despite little knowledge about the industry it is
perceived by students as an attractive industry that can offer long-term career opportunities.
This assessment opens opportunities for the industry to generate awareness campaigns on
the industry based on a collaborative effort of major stakeholders.
The survey suggests that to increase the students’ awareness of the industry, the industry
actors need to collaborate to improve public perception of the sector for future employment
opportunities. For this purpose, the industry could make use of the students already working
in the industry as most of these students consider the industry to be attractive. However,
regarding long-term career perspective, an observed drain of talent seems foreseeable as
23% of students already working in the Outsourcing Industry do not consider having longterm career opportunities in this sector. In further research, a Null hypothesis could be tested
against the attrition rate of the industry. If this hypothesis can be confirmed it is suggested
that early intervention on career development plans within the industry is needed.
Despite the study being of explorative nature the authors suggest starting with an early
action plan in order to increase the perception of the industry amongst students and close the
talent gap. This action plan could be analogical to the one developed by the World
Economic Forum in collaboration with the Boston Consulting Group for the construction
sector (World Economic Forum, 2018). It suggests a collaborative three-level approach
namely on company, industry and government level proposing measures that will foster
industry perception, upskill of skill sets, attract and retain old and new talents as well as
source new talent pools next to promoting the use of innovative technologies.
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Abstract
The aim of the paper is to explore the place and importance of bio-economy and its related
topics in the academic curriculum of higher education institutions (HEI), I addition the
paper debates their stake in the current society and economy & expected challenges and
opportunities. From a methodological point of view we apply an empirical content-based
analysis of the academic curriculum from several Romanian universities. This helps us to
map bio-economy topics and to present main conclusions regarding the question of how
well the Romanian education system is prepared to train specialists in bio-economy.
Furthermore, we provide recommendations and suggestions that might be adopted by HEI
such as to be prepared to play an important role in achieving the Europe 2020 goals with
respect to a long-term smart, sustainable and inclusive development through bio-economy.
Keywords
Bio-economy, academic curriculum, higher education institutions, training
JEL Classification
Q01, Q57, I23

Introduction
Bio-economy has recently become one of the most important European Union concerns
within the broader objectives of achieving a smart, sustainable and inclusive development.
To this purpose, in 2012 the European Commission developed the Bio-economy Strategy.
The key issues included within this strategy refer to the development of new technologies
and processes dedicated to bio-economy, but also to the development of markets and
competitiveness within the bio-economy sector, by supporting a better co-operation between
policymakers and stakeholders (European Commission, 2012). The term bio-economy was
coined by the Romanian origin economist Nicholas Georgescu-Roegen (Iancu, 2006).
European Commission uses term Knowledge-Based Bio-economy referring mainly to the
process of transforming life-science knowledge into new, sustainable, eco-efficient and
competitive products (Aguilar, et al., 2009). Bio-economy refers also to the transfer of
biological sciences knowledge such as to contribute to the production of environmentally
friendly and competitive outputs (Sasson and Malpica, 2018). According to the Organisation
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for Economic Co-operation and Development (OECD), bio-economy encompasses
numerous economic activities that benefit from new discoveries and related products and
services generated by the biosciences (OECD, 2006).
Some of the areas that can mostly benefit from the development of bio-economy are:
agriculture, food industry and nutrition, health, environmental protection industries, energy,
security, etc. The OECD states that bio-economy refers to refer to the aggregate set of
economic operations in a society that use the latent value incumbent in biological products
and processes such as to capture new growth and welfare benefits for citizens and nations.
1. Brief review of the scientific literature
D’Amato, et al.(2017) argue that Bio-economy is related to the Circular Economy and
Green Economy in that all three concepts are meant to reconcile the economic,
environmental and social dimensions of development. However, bio-economy seems to
stand out through its focus on resources, biosecurity and rural policies. These authors base
their research highlighting that bio-economy has to take into account the requirements
according to which industrial inputs should be derived mostly from renewable biological
resources. Thus many of the research studies and innovation are enabling and facilitating
such a complex, dynamic and transformational process. The authors further identify the
main research topics related to bio-economy such as: biomass and renewables in energy
production, rural policies, bio-technologies applications in health science and,
correspondingly, in the materials sciences, bio-mass supply/demand and bio-security. While
the environmental concerns regard bio-security, crops, species, risks, yield and invasive, the
social concerns include: rural policies, research & applications in health science.
Bugge et al. (2016) argue that there are three visions of Bio-economy:
 the bio-technology vision, which stresses the role of bio-technology research and
application and, correspondingly, the commercialisation of bio-technology;
 the bio-resource vision, that refers to the processing and upgrading of biological raw
materials and to the establishment of new value chains;
 the bio-ecology vision, that implies the optimisation of energy and nutrients use, but
also the promotion of biodiversity and avoidance of monocultures and soil degradation.
Due to the relatively high profitability of agricultural research and development and to the
rapid population growth compared to the rate of increase in food resources, as well as to
environmental concerns, Beachy (2014) argues that a reconfiguration of the research
funding and technology transfer mechanisms is needed in order to better, faster and more
efficient and effective use of modern discoveries in this field. Among the required changes,
the education and research pillars have to be reconsidered.
The author incriminates and often points out to the inappropriate and insufficient practical
training of the graduates of the HEI in biosciences. This vision seems to be opposed to the
appropriate cooperation between engineering higher education institutions and the private
sector, whence the proper training of engineers. Conversely, there are authors criticising the
increasing attention paid to the bio-economy and bio-concepts, arguing that this
phenomenon is just new political discourse rather than a new genuine analytical work.
However, it is acknowledged the role of the education science for the bio-economy (Birch,
2017). Irrespective of the definition or understanding of bio-economy, it is obvious that it
has recently become an extremely important stake within the objective of achieving smart
sustainable and inclusive development. Thus we consider bio-economy can be one of the
answers to the current issues of the global economy (food and energy security, healthcare,
environmental protection, etc.). Moreover, there are researchers who suggest that, besides
the economic, environment and social benefits of the bio-economy, the latter can be reach as
far as becoming a yardstick of a new type of political power and technological supremacy.
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Due to the global interest in the stakes and benefits of bio-economy, it is high time that the
higher education institutions (HEI) have to be prepared to meet the current economic,
environment and social requirements. It can be done like this by adapting the academic
curriculum to the latest developments of bio-sciences by fostering a tight and close relation
with the industry, on the one hand, and by preparing the future specialists in the life sciences
and engineering to be equipped with knowledge and skills in the field of bio-economy.
2. Research methodology
We conducted a study of the academic curricula of twelve public universities in Romania,
which fall under the following four categories: universities of agronomic sciences and
veterinary medicine (University of Agronomic Sciences and Veterinary Medicine of
Bucharest – UASVMB, University of Agronomic Sciences and Veterinary Medicine of ClujNapoca – UASVMCN), universities or faculties of medicine and pharmacy (Carol Davila
University of Medicine and Pharmacy of Bucharest – CDUMPB, Iuliu Haţieganu University
of Medicine and Pharmacy of Cluj-Napoca – IHUMPCN, Victor Babeş University of
Medicine and Pharmacy of Timişoara – VBUMPT, Gr. T. Popa University of Medicine and
Pharmacy of Iaşi – GTPUPMI, University of Oradea - Faculty of Medicine and Pharmacy
of Oradea – UO, Ovidius University of Constanţa - Faculty of Medicine, Faculty of
Pharmacy – OUC); technical universities (Politehnica University of Bucharest – PUB, the
Technical University of Cluj-Napoca – TUCN); general universities (University of
Bucharest – UB, Dunărea de Jos University of Galaţi – DJUG (non-medical faculties)).
The main selection criteria for the universities included in our study were: all selected
universities are public universities; all selected universities are accredited universities;
selected universities are raking top positions in their field on national level; selected
universities provide life sciences or engineering academic programmes or are general
universities teaching bio-economy subjects. All the academic curricula programmes in force
at the time of writing this paper (the academic year 2017/2018) were explored, both those
for undergraduate studies and those for master studies.
The main objective of our paper was to screen them and to identify to what extent bioeconomy-related subjects are being taught in higher education programmes, to explore the
nature of such subjects, to find similarities between the curricula of different universities
having the same profile, and to draw conclusions as to how life sciences are included in
engineering studies and as to how engineering subjects are included in life sciences studies.
The information was found on the official websites of the universities mentioned above.
3. Main results and discussion
There is a wide array of subjects related to the bio-economy, but for the scope of our paper
we have sought to identify the existence of the following subjects: Biotechnology,
Bioengineering, Biomaterials, as well as their derivatives, within the academic curricula of
the selected universities. These three main generic subjects will be further analysed
separately. We further present Biotechnology-related subjects for the first type of university
investigated, that of agronomic sciences and veterinary medicine.
The two universities under scrutiny, the one in Bucharest (UASVMB) and the one in ClujNapoca (UASVMCN) provide numerous specialised subjects in the field of Biotechnology.
The distinction between undergraduate and graduate subjects is of lesser importance in this
analysis, reason for which they are listed altogether, without any discussion about the
programme to which they belong. UASVMB teaches the following subjects at the Faculty of
Biotechnologies: General Biotechnology, Food Biotechnologies, Biotechnology and Food
Security, Fermentation Biotechnologies, Biotechnology and Food Security, Medical
Biotechnologies, Biotechnological Therapy Products, Biotechnologies in the Pharmaceutical
Industry, Residual Products Recycling Biotechnologies, Biotechnologies in Environmental

426

New Trends in Sustainable Business and Consumption

Protection, Biotechnological Installations, Quality Control of Biotechnological Products.
Besides, the Faculty of Horticultures teaches Applications of Biotechnologies in Fruit
Farming, the Faculty of Animal Productions, Engineering and Management teaches Food
Biotechnologies in Animal Nutrition, Reproduction Biotechnologies and Biotechnologies,
Residual Products Recycling Biotechnologies, while the Faculty of Veterinary Medicine
teaches Food Biotechnologies and Reproduction Biotechnologies. The second university,
UASVMCN has the following educational offer: Biotechnologies, Agricultural
Biotechnologies (at the Faculty of Agriculture), General Biotechnologies, Food
Biotechnologies, Residual Products Recycling Biotechnologies (at the Faculty of Food
Science and Technology), while the Faculty of Animal Science and Biotechnologies
teaches: General Biotechnologies, Biotechnologies in the Food Industry, Biotechnology of
Fermentation Processes, Biotechnological Methods for Plant Improvement, Biotechnologies
for Processing and Quality Control of Plant and Animal Products, Biotechnology for
Embryo Transfer and In-Vitro Fertilisation, Embryo-Related Biotechnologies,
Pharmacology and Pharmaceutical Biotechnologies, Residual Products Recycling
Biotechnologies, Biotechnologies Applied in Preproduction, Biotechnological Installations.
One important conclusion is that in both universities Biotechnologies faculties operate either as a stand-alone specialisation (in Bucharest) or as part of the Animal Science faculty
(Cluj-Napoca).
It is worth mentioning that the subjects taught in both universities cover fields such as:
general biotechnologies and biotechnologies applied in agriculture and the food industry,
animal industry (reproduction IVF and embryo-related), medicine and pharmacy
(healthcare), environmental issues, quality control and installations.
Moreover, faculties specialised in one branch, for instance in animal science, include in
their curricula subjects from related fields as well, i.e. agriculture. There is an obvious
intertwining of such subjects, which is an asset of these study programmes because they
ensure training in the specific areas of study, but also extend the knowledge and skills in
adjacent fields. Graduates of the Faculty of Animal Science and Biotechnologies will be
equipped with skills in Animal Science, but also in Vegetal, Medical, Pharmaceutical or
Environmental Biotechnologies.
The analysis of the universities/faculties of medicine and pharmacy reveals a common point
in the academic curricula - all the six faculties of pharmacy included in the study provide
education in the field of biotechnologies within the common subject titled Drug Industry
and Pharmaceutical Biotechnologies, which is salutary with regard to equipping the future
pharmacists with skills in this field. Only two out of six universities extend their studies of
biotechnologies to their other faculties, and in only one university there operates a dedicated
faculty of biotechnologies. Thus, the academic offer of IHUMPCN also includes subjects
like: Medical Biotechnologies (at the Faculty of Medicine) and Food Biotechnologies (at the
Faculty of Pharmacy). Similarly, GTPUMPI teaches Biotechnologies and Nanotechnology
at its Faculty of Medicine, as well as Medical Biotechnologies at the Faculty of Medical
Bioengineering.
The educational offer of technical universities is a lot similar in terms of variety and scope
to that of universities agronomic sciences and veterinary medicine. To illustrate this, we
further present the biotechnology subjects taught at PUB. The Faculty of Biotechnical
Systems Engineering teaches the following subjects: Biotechnologies Automation of
Technological Processes and Biotechnologies, Theory of Biotechnical Systems, Analysis of
Biotechnical Systems, Biotechnical and Ecological Systems, the Faculty of Medical
Engineering teaches Biotechnology, the Faculty of Applied Chemistry and Materials
Science teaches General Biotechnologies, Food Biotechnologies, Fermentation and
Biotransformation Processing Biotechnology, Bionanotechnologies, Pharmaceutical
Biotechnologies, Biotechnologies for Environmental Protection, Residual Products
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Recycling Biotechnologies, Biotechnological Installations Design, Quality Control of
Biotechnological Products, Risks in Biotechnology Membrane Separation and
Biotechnologies, Applications of Low Temperatures in Biotechnologies, Oxidic Materials
Used in Biotechnologies, Enzyme and Protein Biotechnology, the Faculty of Materials
Science and Engineering teaches Biotechnology Elements and the Faculty of
Entrepreneurship, Business Engineering and Management teaches Biotechnologies.
According to our main results it seems that, in our country, the best educational offer in
terms of biotechnology knowledge and skills is provided by the Faculty of Applied
Chemistry and Materials Science.
The types of subjects are very similar to those taught in the faculties of biotechnologies of
universities of agronomic sciences and veterinary medicine (general biotechnologies, food
and food-related biotechnologies, pharmacy, environmental biotechnologies), in addition to
which very specific and technical subjects are included. Biotechnologies are included in the
academic curriculum of the Faculty of Biotechnical Systems Engineering, with a focus on
the specific field of study. In our opinion, a single subject of Biotechnologies could be
deemed as insufficient for the academic curriculum of the Faculty of Medical Engineering.
Last but not least, the inclusion of biotechnologies in the academic curriculum of the
Faculty of Entrepreneurship, Business Engineering and Management, an engineering and
economics faculty, is salutary and an example to follow.
The second technical university analysed, TUCN, provides studies of Industrial
Biotechnologies at the Faculty of Civil Engineering, as well as Current Biotechnologies
through the Department of Chemistry and Biology. Eventually, two general universities
have been included in the study in order to identify to what extent biotechnologies have
penetrated their academic curriculum. UB teaches Biotechnology, Applied Genetics and
Biotechnology and Microbian Biotechnology and Genetics at the Faculty of Biology, while
DJUG teaches Biotechnologies at the Cross-Border Faculty of Humanities, Economics and
Engineering. The conclusion is that general universities do not include Biotechnologies in
their academic curriculum unless they provide life sciences or engineering studies.
Bioengineering studies are taught by technical universities or by medicine and pharmacy
universities. Thus, PUB teaches Information Bioengineering, Information Bioengineering,
Bio-Devices and Cell Nanotechnology at the Faculty of Electronics, Telecommunications
and Information Technology, Bioengineering Quality Management and Regulations at the
Faculty of Medical Engineering, Bioengineering at the Faculty of Automatic Control and
Computer Science, Modelling and Simulation Applied in Bioengineering at the Faculty of
Materials Science and Engineering and Carbon-Based Polymeric Nanomaterial for
Bioengineering Applications at the Faculty of Applied Chemistry and Materials Science.
TUCN teaches Introduction to Biomedical Engineering and Special Issues in Biomedical
Engineering at the Faculty of Electrical Engineering, while GTPUMPI teaches Medical
Bioengineering, Recovery Bioengineering at the Faculty of Medical Bioengineering.
It seems that technical universities are more involved in bioengineering than life sciences
universities are. This fact may be explained by the technical skills needed for completing
such subjects, which are mainly offered by technical universities. Conversely, medicine and
pharmacy universities do not teach technical knowledge and skills that could allow the
completion of bioengineering subjects. We have screened all the selected universities for
Biomaterials subject, and obtained results in four of the cases: two technical universities
(PUB, TUCN) and two medicine and pharmacy universities (CDUMPB, GTPUMPI).
PUB educational offer includes the following subjects: Biomaterials, Advanced
Biomaterials, Trial and Expertise of Implant Biomaterials, Micro and Nanostructured
Advanced Biomaterials, Carbon-Based Polymeric Nanomaterial for Bioengineering
Applications (at the Faculty of Applied Chemistry and Materials Science), Biomaterials,
Ceramic Biomaterials, Polymeric Biomaterials, Biomaterials and the Nano-Dimension
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Effect (at the Faculty of Medical Engineering), Smart Biomaterials and Applications (taught
by the Department of Bioengineering and Biotechnology), Introduction to Biomaterials,
Structural Theory of Biomaterials Properties, Biomaterials Degradation, Biomaterials
Testing Methods, Biomaterials Analysis and Control Techniques, Specific Plastic
Deformation Processes of Biomaterials, Specific Moulding Processes of Biomaterials,
Engineering of Metallic Biomaterials, Engineering of Non-Metallic Biomaterials, Thermal
Processes of Biomaterials, Equipment and Installations Used for the Processing of
Biomaterials (at the Faculty of Materials Science and Engineering), Metallic Biomaterials,
Nanobiomaterials for Tissue Engineering, Biomaterials Characterisation by Advanced
Techniques (taught at the Faculty of Engineering in Foreign Languages).
TUCN educational offer includes the following subjects: Biomaterials and Manufacturing
Methods (at the Faculty of Materials and Environmental Engineering), Biomaterials (at the
Faculty of Electrical Engineering), Biomaterials, Biodegradable Materials, Lubricants and
Ecological Fuel for Motor Vehicles (at the Faculty of Mechanics). CDUMPB teaches
Biomaterials and Nanomaterials - Modern Alternative to Biomaterials at the Faculty of
Dentistry and GTPUMPI teaches Biomaterials at the Faculty of Medical Bioengineering.
Medical universities provide very general subjects related to biomaterials, while technical
universities have adopted specialised biomaterials subjects. An explanation of the large
number of subjects in technical as compared to life sciences universities is the same as for
bioengineering - students from technical universities are better (and suitably) equipped to
study this subject, while medical students only study biomaterials and nanomaterials for
very specific purposes, within the scope of their specialisation and training.
Conclusions
The analysis of the current state of bio-economy studies at higher education level and their
mapping is, from our point of view, an extremely valuable step in assessing to what degree
the Romanian higher education institutions are prepared to embrace new technologies and to
keep abreast with the latest innovations in the field. Also, fostering a tight relation between
universities and the industry is a must in such a high-tech field, because the industry also
carries out research and development activities, the results of which universities should be
able to disseminate and further develop. As far as we know, this is the first attempt for
mapping the bio-economy higher education subject represents a starting point for further
research in the area of knowledge creation and management in bio-economy. The results of
the study clearly indicate that technical and agronomic sciences and veterinary medicine
universities are those mostly involved in teaching bio-economy-related subjects, while their
place in other types of universities (medical, pharmaceutical, general universities) is a
marginal one. These conclusions should allow for a rethinking of the technical knowledge
and skills that other universities should equip their students with in order to be able to
include bio-economy studies in their curricula.
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Abstract
Creativity is the human prerequisite that challenges what is known by exploring uncertain
possibilities and thus, what drives innovation. Over the recent years international
organizations such as UNESCO, UNCTAD and the EU have stressed the importance of
developing strategies that aim to unleash the potential of the creative economy. Culturalcreative industries are known to be key drivers of long-term smart and sustainable growth.
However, in order to remain viable, the creative economy has to be competitive and to have
a positive impact on economic growth and human development. The main goal of this
paper is to examine the impact of creativity and creative work on the overall economic
development. We have explored the possibility of connecting the Global Creativity Index to
indicators measuring competitiveness, innovation, ease of doing business and human
development. Conclusions are drawn on Romania’s performance and the importance of
enhancing the creative economy’s potential of generating competitive and sustainable
outcomes.
Keywords
creative industries; competitiveness; global creativity index; global competitiveness index
JEL Classification
C40, O11, Z1

Introduction
Creative industries became one of the most discussed topics in both academia and public
policy. Authors believe that the knowledge economy with its focus on intangible assets has
achieved maturity by evolving into to the current creative and innovative society
(Kharlamova and Gumenna, 2017). Knowledge and creativity are actually interconnected
terms, as they both define a social environment that influences human interactions, labour
relations, art and development (Kačerauskas, 2015). The importance of the creative sectors
has been stressed by the European Union (EU), which considers them to be `the heart of the
creative economy` (European Commission, 2016) with an impact on enhancing the
European tangible and intangible heritage. Furthermore, UNCTAD has adopted the creative
economy within the world economic and development agenda, because of its potential to
provide new opportunities for developing countries (UNCTAD, 2018).
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Competitiveness refers to the ability to innovate with the purpose of gaining a competitive
advantage. At a national level, competitiveness translates as the economy’s ability to
increase overall productivity, while increasing the living standard of its inhabitants. The
World Economic Forum (2016) measures competitiveness through 12 sub-indexes referring
to three categories: basic requirements, efficiency enhancers, and innovation and
sophistication. These three pillars include key aspects such as innovation, human capital,
technological readiness and macroeconomics indicators, all of which impact the ability of
regions to attract and develop a creative class (Florida, 2002) and gain a long-term
sustainable competitive advantage.
Creativity in itself cannot drive innovation and increase competitiveness unless the socioeconomic environment allows for it. From this perspective, creativity is more of an asset,
while the existence of a creative society means that factors that are easier to quantify such as
education, health, an efficient labour markets, market size and institutions are already
developed. Because measuring creativity is no easy task, innovation becomes the liaison
which enhances competitiveness. Often considered to mean the same thing, innovation is
applied creativity. Innovation means to implement a new or an improved version of a
product, process or method within an organization. Creative economies emerge where the
economic environment allows them to thrive. Thus, innovation becomes a prerequisite of a
creative economy because its impact exceeds the limits of the organization (Carayannis and
Gonzales, 2003), affecting competitors but also improving people’s lives and the overall
socio-economic development.
Review of the scientific literature
Florida (2002) and Howkins (2007) were the pioneers of the creative economy and creative
class concepts, stressing their major role in economic development. Starting with the 2000s
and the British efforts in understanding their creative sectors, the number of case studies
assessing the impact of the creative economy has increased. Later on, starting with the 2008
financial crisis, creative industries’ importance in boosting the economy (Suciu, et al., 2015)
and stimulating the EU’s competitiveness and employment has been acknowledged by
scholars and practitioners (European Commission, 2009).
Regarding the Romanian literature on this topic, efforts towards understanding cultural and
creative industries’ strategic importance have been performed. Volintiru and Miron (2015)
researched the economic development potential for Romanian creative industries with a
focus on Bucharest, while Pintilii et al. (2017) analysed the economic profiles of creative
industries and their role in the national economy. In terms of case-studies Teodorescu et. al.
(2015) have analysed the role of creativity and innovation in the tourism industry stressing
the uneven economic performance, while Ficulescu and Cantaragiu (2013) expand on the
relationship between creative industries and innovation using a study on an event planning
company.
Research methodology
The Martin Prosperity Institute, based at the University of Toronto has published the Global
Creativity Index (CGI), a measurement of economic sustainable development based on
Richard Florida’s 3Ts model quantifying talent, technology and tolerance (Martin Prosperity
Institute, 2015). GCI ranks 139 countries and tries to assess the level of creativity in these
countries by looking at levels of R&D investments, talent and education attainment as an
indicator of the creative class, and tolerance towards minorities. We used the GCI as the
main indicator for analysing EU countries’ creative industries potential and we compared it
with a series of other indicators such as the Global Innovation Index (GII), Global
Competitiveness Index (GComp), Ease of Doing Business (DBI) and Human Development
Index (HDI). We used data for 2015 as the GCI was not computed afterwards. We
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compared both the scores and the rankings for EU-28 in order to determine if there is a
significant correlation between each of these indicators and the GCI using Pearson and
Spearman correlation formulas. Furthermore, we have performed an analysis of the results,
focusing on explaining the correlations. We looked at methodologies and outcomes in order
to predict why creativity, innovation, competitiveness and human development tend to
follow a similar trend.
Results and discussion
The contribution of the creative economy to countries development cannot be doubted.
Some of the benefits of creative industries are reflected in economic value but they also
harness something else, a better standard of living. Aggregate indicators are by no means
perfect, but they can still tell us something about countries’ performances, allowing for
comparisons, especially when rankings and scores seem to show similar results.
Table no. 1 shows scores and rakings of EU-28 in the Global Creativity Index, the Global
Innovation Index, the Global Competitiveness Index, Ease of Doing Business Index and
Human Development Index. Countries are listed according to their overall score in the GCI.
We can observe that Nordic countries rank best in all 3Ts, while Eastern and Southern
European Countries have the highest scores, meaning they rank the last. There is a tendency
for Eastern European Countries to score poorly in tolerance, although some of them, like
Poland and Bulgaria seem to score well in talent, meaning they have a relatively developed
creative class, which is the most important prerequisite for enhancing creativity and
transforming it in economic outputs.
According to Florida (2002), there is a clear connection between countries’ economic
development and human capital, measured by the education level.If we link this to the
human capital theory we can determine that talented and creative people tend to cluster on
certain places. However, we see that even though a creative class started to develop in
Eastern European Countries as well, this doesn’t yet translate into a high score in
innovation, competitiveness or human development. Drawing from Florida’s (2002) theory,
other criteria have to be met in order to generate creative cities such as London, Berlin or
Copenhagen - a thick labour market, diversity in terms of ethnicities and minorities and also
a high quality of the place. To these three characteristics we would add (1) an encouraging
socio-economic climate and (2) the existence of an entrepreneurial culture.
We are now trying to determine whether there is a relation between the GCI and the GII,
GComp, DBI and HDI. We use the Pearson correlation to compare the scores of EU-28.
Firstly, we have adjusted the scores to a 0-1 range and we have applied the following
formula
(1)
The rank correlation is determined by using the Spearman correlation coefficient.
(2)
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Table no. 1. EU-28 scores and ratings in GCI, GII, Gcomp, DBI, HDI
GCI
Country
Denmark
Finland
Sweden
Netherlands
UK
Ireland
Germany
France
Slovenia
Belgium
Spain
Austria
Italy
Portugal
Luxembourg
Hungary
Estonia
Czech
Republic
Latvia
Malta
Poland
Bulgaria
Lithuania
Slovak
Republic
Greece
Croatia
Cyprus
Romania

GII

GComp

DBI

HDI

T11
10
5
11
20
15
23
7
16
17
28
31
12
25
35
20
34
33
29

T22
6
3
8
11
20
21
28
26
8
18
19
26
31
36
48
33
16
30

T33
13
20
10
6
5
7
18
16
35
14
12
32
38
22
32
41
87
80

Score
0.917
0.917
0.915
0.889
0.881
0.845
0.837
0.822
0.822
0.817
0.811
0.788
0.715
0.710
0.696
0.673
0.625
0.609

Rank
5
5
7
10
12
13
14
16
16
18
19
20
21
23
25
28
33
35

Score
57.7
59.97
62.4
61.58
62.42
59.13
57.05
53.59
48.49
50.91
49.07
54.07
46.4
46.61
59.02
43
52.81
51.32

Rank
10
6
3
4
2
8
12
21
28
25
27
18
31
30
9
35
23
24

Score
5.33
5.45
5.43
5.5
5.51
5.11
5.53
5.13
4.28
5.2
4.59
5.12
0.46
4.52
5.2
4.25
4.74
4.69

Rank
13
4
10
8
7
25
5
23
70
18
35
21
49
36
19
60
29
37

Rank
4
9
11
27
8
13
1
31
51
42
33
21
56
25
59
54
17
44

Score
0.925
0.895
0.913
0.924
0.91
0.923
0.926
0.897
0.892
0.896
0.884
0.883
0.887
0.843
0.898
0.836
0.875
0.878

Rank
5
23
14
7
16
8
4
21
25
22
27
24
26
41
20
43
30
28

54
73
46
78
65
69

22
49
25
38
12
42

77
25
101
47
105
66

0.563
0.550
0.516
0.505
0.490
0.484

40
43
46
48
51
54

45.51
50.48
40.16
42.16
42.26
42.99

33
26
46
39
38
36

4.45
4.39
4.49
4.32
4.55
4.22

42
47
43
54
41
75

23
94
32
38
24
37

0.83
0.856
0.855
0.794
0.848
0.845

44
33
36
56
37
40

39
60
96
65

43
39
44
60

101
81
45
76

0.484
0.481
0.446
0.425

54
58
66
66

40.28
41.7
43.51
38.2

45
40
34
54

4.02
4.19
4.23
4.32

86
74
58
59

61
65
64
48

0.866
0.827
0.856
0.802

29
45
33
50

*T1 – technology; **T2 – talent; ***T3-talent
Source: GCI (Martin Prosperity Institute, 2015); GII (Cornell University; INSEAD; WIPO, 2015);
GComp (World Economic Forum, 2016); Ease of Doing Business (The World Bank, 2015); HDI
(UNDP, 2015)

Fig. no 1 shows there is a significant correlation of 85% between GCI and GII, which is a
predictable result considering that the level of innovation is computed within GCI as well.
As mentioned before, there is however a certain degree of confusion on the difference
between creativity and innovation. Creativity is more about one’s ability of conceiving and
imagining new things, while innovation requires adopting or implementing new innovative
products within systems with a certain degree of stability.
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Fig. no. 1. Correlation between Global Creativity Index and Global Innovation Index
Source: GCI (Martin Prosperity Institute, 2015); GII (Cornell University; INSEAD; WIPO, 2015)

This is the reason why although correlated, the absolute scores of countries in the two
indicators slightly differ, thus allowing countries such as UK and Sweden to be placed in a
better ranking position, although the creativity score is higher in their case.

Fig. no. 2. Correlation between Global Creativity Index and Global Competitiveness Index
Source: GCI (Martin Prosperity Institute, 2015); GComp (World Economic Forum, 2016)

As presented in Fig. no. 2, the correlation between GCI and GComp is also a significant
one. This result confirms that cultural and creative industries not only improve people’s
living standard but they can also boost the economy and make it more competitive, which is
especially important in the case of emerging economies. Besides regular market indicators,
competitiveness is also enhanced by leveraging the human factor (World Economic Forum,
2016). Creative industries are already known for their impact on education and human
capital, as the members of the creative class are usually highly educated (Florida, 2002).
Fig no. 3 also shows a positive correlation between GCI and HDI. This outcome can be
understood through the fact that creative work provides choices and opportunities and has a
high impact on human capital. Creativity is the way forward in a world where old solutions
cannot solve new problems. Kabanda (2015) explains the dynamics between the economic
and social aspects that affect human development by expanding people’s wealth and
creative capabilities but also by allowing them to do desirable things they enjoy in life. The
two indicators are correlated, showing that the three dimensions of HDI: long and healthy
life, knowledge and a decent standard of living are positively affected by the creative
economy. Creative capital can only be leveraged if creative people monetize their abilities.
Our results show that countries with a high educated population who can earn relatively
well, tend to also have a higher GCI score.

Fig. no. 3. Correlation between Global Creativity Index and Human Development Index
Source: GCI (Martin Prosperity Institute, 2015); HDI (UNDP, 2015)
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Regarding the correlation between GCI and DBI, no significant correlation could be found.
This can be explained by the methodology of DBI which besides indicators such as starting
a business, paying taxes and trading across borders which can definitely impact creative
work, it also contains measurements on getting credit, dealing with construction permits
which do not necessarily reflect the business environment for creative industries, or at least
not for all of them. Creative work is known also for its underground or informal activity
(EY, 2015) and this might be an additional explanation for the lack of correlation between
the two.
Romania’s performance
As shown in Table no. 1, Romania seems to only occupy the last positions in all the
indicators. The distance between the median and Romania’s position confirms again the
idea that creativity, competitiveness, innovation and human development influence each
other and tend to develop together. The creative economy can only be developed in a
framework of innovation and competitiveness. There are several aspects that influence these
results.
 The lack of a coherent strategy supporting the creative economy. Although enhancing
creative industries is one of the objectives enlisted within the Europe 2020 Agenda,
Romanian efforts in defining and developing the creative sectors aren’t substantial.
 The intellectual property framework. Without a framework that supports innovations
and inventions and that allows people to financially benefit from their work, the creative
economy cannot remain sustainable.
 The fiscal legislation. Creative businesses tend to be volatile and they are based on a
trial and error process. One of the reasons which allowed the ITC sector to develop so
well in Romania was indeed related to the tax cuts and a friendly legal environment.
Supporting creative industries at national level should also mean making it easier for
individuals to transform their creativity into economic outputs that then benefit the
whole society.
 Education. Cultural education, participation and consumption are well below the EU
average (Eurostat, 2018). Creative industries and their economic performance is
influenced by people’s openness to cultural-creative works, an outcome that can only be
reached through education.
Conclusions
The creative economy is one of the most discussed topics at the international level. Creative
industries’ outcomes seem to positively impact individuals, but also local and global
communities. In this paper we have analyzed the correlations between creativity and
creative work measured through the GCI and other indicators of economic performance, like
the GII, GComp, DBI and HDI. Our results show that the GCI is closely correlated with
these key measures of economic and social development. Countries with a high score in the
GCI tend to have better economic outputs, a developed entrepreneurial class, to innovate
more and be more competitive. Furthermore, countries investing in creativity and
understanding the importance of the 3Ts have a higher level of human development.
Romania’s performance on these indicators is a modest one. However, this should not be
understood as a lack of potential for developing the creative economy. As other authors
have shown, the creative potential exists, but it just doesn’t translate to economic and social
output. However, this performance could be improved by the existence of a coherent
strategy for enhancing creative industries and leveraging the human capital and a better
legal framework concerning intellectual property and ease of doing business.
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The rationale of this paper research concerns on epistemological perspective over
methodology of positive economics, hence the interest to outline the existence of the
theoretical boundary between positive perspective on economics and normative perspective
on economics. As normative economics is shaping economic policy, there is still huge
interest to develop the core of economics as a science, and this approach has its
methodological roots in positive background of economics. Positive economics relies on
deduction, and this approach with more pitfalls of the classical deductive model could more
integrate the two perspective on economics, as positive and normative.
Considering the evidence from this paper, this approach puts forward new highlights of
epistemological thoughts on knowledge on the theoretical boundaries between positive
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Introduction – Economic methodology versus economic method
Economic methodology helps us to understand economics as a science. Science means
result of scientific research (Boumans and Davis, 2010: 3) but economists cannot become
better if they do not see the general perspective. Philosophy of science helps them for that.
Scientific research is based on: categories, classifications of data, presentations,
explanations, measurement, predictions, testing and modeling data. To talk about
something to be scientifically, these requirements are necessary to fulfill. In “Methodology
of Economics”, Marcel Boumans and John B. Davis present two major differences between
economic methodology and economic method, as follows (Boumans and Davis, 2010: 4-5):
First, related on the questions “why” and “how”? Second, related on the
descriptive/prescriptive character. One of the most important question from science is
“why?”. Methodology of economics is researching how economist answer to the “why?” –
type questions. Why prices change? Why consumer preferences change? Why do we have
economic crisis? Why do not we use all the economic knowledge to prevent them?
Meanwhile, economic method answers to “how?” It reveals procedures, tools, formulas,
ways of thinking used by economists to answer to “why?” questions. At the question about
changing preferences an answer might be: the development of the market, information
asymmetry. Thus, the question “why?” do preferences of the consumers change becomes
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“how?” does the development of a market affect the preferences of the consumer? How
does information asymmetry affect it?
Let us presume that a buyer is willing to pay 20000 for a car. He has no choice, in town
there is only one car dealer. He expresses interest and negotiate and get from dealer an offer
of about 19000. He has a little gain of 1000. He has no other offer to choose, so he probably
should consider a good deal and accept the offer. Why would he change his mind? What
could happen? But during the night additional information came to him. How? In about a
week, another car dealer will start business in town. More, in two months, the new model of
the car he is intending to buy will be released on market. It means that old versions will be
cheaper, at an approximate price of 14000-15000. In this new context, the behavior of the
consumer changes. There is no more rush to make the deal. The consumer got negotiation
power. Now the local market is more developed, and the information asymmetry works in
his benefit, not anymore in the benefit of seller, as in the traditional case.
Economic method uses many examples and premises, hypotheses with implicit true value.
For example, so there are the principle of maximum utility and the principle of maximum
profit. Normally, if a man can chose between small profit and big profit, he eventually will
choose the bigger profit. No one wants to gain a little, if is possible for more. Everybody
wants to be as good as possible.
The second significant difference between economic methodology and economic method is
related on the descriptive/prescriptive character. Therefore science is counting on the
following fact: economic methodology is descriptive and prescriptive. Conversely,
economic method has no value judgments, the method is applied as it is. For example,
statistics, as an instrument of economic method, presents the result of a median indicator
just as it is, without any moral or ethical implications, regardless its social, political or
economic implications. The statistic indicator has signification, but has no value judgment.
Descriptive means positive. Just as it is. Prescriptive, or normative presents an ideal context,
how something ought to be. Nevertheless, methodologies cannot be good or bad. Though,
the context analyzed through their filter can be (Robins, 1932).
Operationalization method
In theory, the words could be without operative meaning. It means that practically one
cannot working with them, as to obtain results with practical relevance. In this case,
theoretical terms must become operational terms. It might be said that they are
operationalized. Let us examine the mainstream definition of unemployment
– On
unemployment, a person is unemployed if: a) he/she has no job, b) is searching for work,
and c) is available to work. This is basic, very simple, everybody knows that. But statements
b) and c) are mostly motivational than operational. Only seeing a man who does not work
and simply stays, one cannot say for sure if he really wants to work or if he has searched for
work, or did something in this aspect. Therefore, the two motivational terms have to be
operationalized to be further useful for economic analysis. Thus, definition becomes: On
unemployment, a person is unemployed if: a) has no job, but during the survey he presented
proves that he is searching for jobs several weeks before and he is ready to work. b) he/she
has already applied for several jobs and is waiting calls for settle interviews. Only at this
level of operationalization, we can measure, asses unemployment.
On operationalize method, great math professor Percy W. Bridgman in his book Logic of
Modern Physics published in 1927, asserted that: The meaning of a term is given by what a
scientist can do with it, is not given by what theory claims can do with it. Also, Percy W.
Bridgman claimed that operationalize method is an extreme form of empiric method.
(Boumans and Davis, 2010: 14)
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The nomologic – deductive model of Carl Hempel and the pitfalls of deduction
In the 19th century, science was working after clear algorithms. All was beginning with
direct and observation, free of any disturbing factor. Then, using induction, scientists were
analyzing consecutive cases, which eventually have been leading to general laws.
Afterwards, these laws and their supporting theories were verified matching the laws to
empiric facts. This is the inductive perspective over science, and was a mainstream until the
discovery of hypothetical-deductive model of scientific explanation (Blaug, 1994: 4).
Explanation is the answer to “why?”. And scientific explanation answer to the same
question, but using a model, a law, a regularity matrix. Therefore it appeared the deductive –
nomological (law) model of Carl Hempel. This model has EXPLANANS (meaning true
statement from which it will emerge a law) and an EXPLANANDUM, which explains the
mechanism of logic deduction. (Hempel et Oppenheim, 1948). Nevertheless, this model
doesn’t mean that if we accept an explanation, we surely shouldn’t accepted a different one,
too. The model has one or more laws, true statements and conclusions. For example, the law
could be: when the price for a good is increasing, the demand for it is decreasing. Yet, Carl
Hempel’s model has a pitfall. Not all deductive correct inferences can be accepted as
explanations. Let us analyse the following example, brilliantly presented by Marcel
Boumans and John B. Davis (2010: 15): Law: Nobody who takes birth control pills under
medical prescription gets pregnant. Statements: George takes
birth control pills under
medical prescription. Deductive conclusion: George does not get pregnant. As we can see,
this cannot be an explanation, even the logic, deductive procedure is correct.
Another example could be: Law: At circus, or at zoo, the probability that animals would
attack the tamers/animal trainers lowers, if animal get fed properly and in time. Statement:
Pigeons get fed properly and in time. Deductive conclusion: Pigeons won’t attack the
tamers. This is not an explanation, generally, pigeons do not attack tamers or men.
Another example could be: Law: When the price of a good rises, demand for it will lower.
Statement:
In pravoslavnic, Christian orthodox countries, the demand for meat is
lowering every year between February and May. Statement: In these countries in this period
the demand for meat has decreased. Conclusion: In pravoslavnic, Christian orthodox
countries, meet demand lowers in that period because price rises. So meat prices have
grown. Meat is a superior food, its demand is elastic related on price, it is very normal to
lower when price rises. But the explanation is incomplete. In that period, every year, in
Christian orthodox countries there is Easter. Some people, for example in Romania many
enough, are fasting. That is way they don’t eat meat, not especially because of the price.
Another example could be: Law: If the purchase power of a currency is growing, the
exports of that country will be too expensive, therefore they will decrease. Statements:
Chinese Yuan got more purchase power against the Euro, therefore in Italy the imports of
food from China became expansive. Conclusion: Therefore, in Italy, imports of pasta from
China will decrease. Nevertheless, in Italy is preferred Italian food products, and especially
pasta made in Italy. Anyway, Chinese pasta, made of rice, are not a part of traditional Italian
menu.
This is why we need antecedent domain, to overcome the limits of deductive – nomological
(law) model.
The methodology of positive economics
In 1738 David Hume published “Treatise of Human Nature” and stated the famous
proposition – “one can not deduce ought from is”. His contribution for the difference
between positive and normative can be synthesized in Hume’s guillotine (Hume, 1987):
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POSITIVE

NORMATIVE

is
facts
objective
descriptive
science
True/false

Ought to
values
subjective
prescriptive
art
Good/bad

Source: Black, 1970, p. 24 in Blaug, 1994, p. 112

“Is”-Statement are true/false but they are not telling anything about the status of the world.
“Ought”-Statements asses the status of the world, approve or contest, appraise or accuse,
and use arguments to convince the others.
In 1891 economist John Neville Keynes (father of great John Maynard Keynes) published
“The Scope and Method of Political Economy”, being one of the first who underpinned the
difference between positive science – meaning what actually is, and normative science –
what ought to be, claiming that there is a distinct positive science of political economy
(Keynes, 1891:34-35). The often confusion between the two terms, positive economics and
normative economics is to some extent inevitable. This is happening because there a
permanent temptation for economists to shape the conclusions of positive economics if they
are not fit to the goals. For example, if the government wishes to encourage the growth of
population or the natality in a territory, it will reduce taxation and will offer houses and land
and different tax cuts to those who wish to establish there. The government will cut taxes
and will offer loans at preferential in poor areas for sustain their development. Conversely,
the government is also able to raise taxes to protect national branches of industry, unable to
face foreign competition. Therefore, if taxation is good or bad, it depends only of
perspective and what government intends to do.
Positive economics is that form of economics freed of any ethical or moral content, or
normative judgment. We need positive economics to discover systems made from general
statements for appropriate predictions when context changes. Therefore, positive economics
should make predictions. Some economist and philosophers wished that economics become
a positive science like sciences derived from physics. But economics is related to human
relationships, and the scientists by themselves can be a part of subject matter for
investigation. Sometimes it is difficult to separate positive economics and normative
economics (Koopmans, 1947). The two cannot be completely independent, because
governments usually have future goals and need simulations. Simulations are to be made on
the basis of already exists, so normative economics depends on positive economics. The
differences in economic policy depend on differences of predictions of future economic
consequences. For example, if there is economic growth, the predictions about government
budget based on taxation are good. Therefore, the government will calculate that it can
reduce taxation a little, without affecting the expected budget before the economic growth.
Conversely, the budget might even grow a little. There is hope that the tax cuts will
discourage the tax evasion and more economic agents will pay their taxes. Thus, more funds
will be available to invest in infrastructure to create more jobs (Myrdal, 1953).
Positive science makes predictions and uses for this task: language for analysis and
hypotheses to abstract the reality. Afterwards, the theory is assessed after its power of
prediction and to explain classes of phenomena. Validation of the hypotheses is made by
comparing its predictions and real life experience. Thus, there is the following cases: a) A
hypothesis is rejected if its predictions are contested; b) A hypothesis is accepted if its
predictions are not contested (it means that the hypothesis will be accepted until a better one
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will be available); c) A hypothesis gains great trust if its predictions resist to several
attempts and still cannot be contested; d) A hypothesis is confirmed if its predictions fit with
the real life experience. Nevertheless, one might said that a hypothesis will never be true,
proved, but only accepted. The most interesting thing is that predictions can be done for the
past as well, not only for the future. All that it matters is that the hypotheses are confirmed
or rejected (Blaug, 1994). For example, the disappearance of settlers from Greenland and
some villages in Alps between 1600 and 1700 lead to the hypothesis of climate change
along with possible social and historical events usually to be blamed. Nowadays, technical
progress allowed to date and to analyze chemically the samples of ice and rock and the
hypothesis was validated. Between 1550 and 1850 in West Europe was a little Ice Age.
During this period, temperature tumbled and famine raised, cities from cold are depleted of
population and the glaciers shift destroyed the villages of high altitude.
The four types of the hypotheses assessment reveal that the validity of the hypothesis does
not constitute sufficient criteria to choose between alternative hypotheses. If there is a
hypothesis related with an observable fact, then there will be a multitude of hypotheses,
maybe an infinity of hypotheses related with that fact. For example, if we observe that the
quotation for a particular company tumbled on the stock market, on the main hypothesis that
economic indicators will reveal a bad report about its future, then other different hypotheses
could also be related to the case: deflation, too much invest or buy back of own shares, raise
of purchase power of the national currency which make exports to expensive. With every
data or additional fact the number of hypotheses should reduce and provide thus more
accuracy. But it never will remain in the end only one. To sum up, when there are more
hypotheses using the same data, the chosen hypotheses will be: the most simple to explain,
the most probable to happen and the most fruitful fur further analysis, with soft
methodological limits. And, important as well, a hypotheses is preferred if it has fewer
prerequisites conditions (Blaug, 1944).
The boundary between positive economics might be a consequence because economics is
claimed to be a said science. And this is a consequence of the fact that mainstream is relying
on the following hypotheses: Man is a shellfish being and is interested mainly on his
personal interest; man is interested on material wealth; life is a continuous trade-off
between gain and loss, pleasure and effort and opportunity cost ; man is in a continuous run
and state of alert; man has to change permanently and to evolve, otherwise he will be
surpassed; the market game should be perfect; competition should be pure and perfect; labor
and capital should be homogenous; economics as positive science is a whole of conventions
accepted on economic phenomena. Progress needs new hypotheses, not only acceted old
hypotheses, inspiration, imagination, vision, intuition, more examples than theorems and
definitions (Blaug, 1944).
Case study: Paretian optimum and positive economics
Paretian optimum is about efficiency of alternative arrangements for given needs: if markets
are in equilibrium, there is no variation able to permit a better status for one man, without
alters the status of at least one another man. Thus, men chose according to their own
interests. There is no need to know what are these needs. It is enough for Paretian optimum
to be considered just needs. Man has a map of preferences, meaning a map of wealth. If a
man lives in a status A, and there is a status B better than status A, then man, if possible,
will move from A to B. Pareto optimum rises the following situation: under what formula
the switch from A to B of a man will affect the wealt of another man? Or under what
circumstances a PPI should be gained? (potential Pareto improvement) ? PPI means a
compensation for wealth loss for a man, while another man has just gained something on
expense of the other man. This is a true positive economics situation, because value
judgments is only if one might analyze the content of PPI (Archibald, 1959: 327 in Blaug,
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1994). Once again, Pareto optimum is an example of positive economics because is
interested only on shift of satisfaction between two statuses A and B for one man,
respectively the reallocation of satisfaction between two parties, once which gains, one
which loses.
Conclusions
In all, the methodology of positive economics reveals old limits and new quests. On the one
side, on theoretical field there is still interest to bring economics closer to the core sciences
like mathematics and physics, whereas there is also practical interest to provide practical
solutions to real life, and this means that social facts are to influence and lead to normative
issues.
The main contributions of this paper is to provide a different perspective of the methodology
of positive economics, and the implications of shifting to much to only one side, normative,
or positive. However, the methodology of positive economics is open to be completed by
normative economics, in order to provide the best solutions within the key frame of
economic policy.
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Abstract
The complex, diverse and dynamic world of today is the result of the historical process of
economic, social, cultural and spiritual development of humanity. The factors that have
determined and continue to determine the development of humanity are numerous, some
with favourable action, others with adverse effects on development. Their continued local
amalgamation, combined with the influence of the international environment, results in the
distinct levels of gross or net product and per capita or total and / or individual incomes of
the members of society, which contribute to higher or higher quality modest life of the
members of society. Material well-being is only part of the development aspirations.
Specifically, meeting the needs for material subsistence and the gradual increase of physical
well-being have created the premises for becoming aware of a growing range of immaterial
needs that are not related to daily subsistence. Their satisfaction has the effect of improving
the quality of individual and social life, the progress of scientific knowledge, the
development of the spiritual-cultural component of human existence.
Keywords: modern economy, economic freedom, Calvin, economic and labor ethics
JEL Classification: E71, G15, J01, J17

Introduction
Throughout the development process, the exchange of goods and ideas between individuals
and between communities - as an expression of economic freedom - has always played a
role as the engine of progress, as a source of inspiration for new projects and new
aspirations. In the preface to his Development as Freedom, published in 1999, Amartya Sen
highlighting the contribution of the market mechanism to economic growth and overall
societal progress, concluded: "It is hard to think that any process of substantial development
can do without very extensive use of markets, but that does not preclude the role of social
support, public regulation, or statecraft when they can enrich-rather than impoverishhuman lives."(Sen, 1999)
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1. Freedom from the perspective of economic thinking
The classics of economic thought placed at the center of their concerns freedom of
exchange. Thus, Adam Smith (1776) spoke of the invisible hand of the market - a metaphor
that he wanted to emphasize the ability of the market adjustment mechanism of economic
and social development, and David Ricardo (1817) advocate for free trade as a means to
ensure economic growth. Too few people have noticed that the origins of liberties in the
economy, including freedom of exchange, lie in the thinking and actions of the Church
theologian and reformer, Jean Calvin (1509-1564).
The expansion of the market economy on a global scale has two fronts: on the one hand,
some regions of the world are experiencing an unprecedented opulence; on the other hand,
other areas face severe deprivation, from poverty, malnutrition and endemic diseases,
limited access to education, the suppression of free expression of opinion, oppression and
terrorism, failure to respect women's rights and non-recognition of their role in society, etc.
During the twentieth century, fundamental human rights and freedom of opinion have been
recognized, at least formally, almost all over the world, but the model of political
organization and democratic development is far from the ideal form of democratic
governance of society.
Of course, some significant progress achieved on a planetary scale cannot be silenced.
Average life expectancy is higher than ever in the history of mankind. Against the backdrop
of the accelerated globalization of all aspects of economic, financial, social, cultural,
scientific and political life, the interdependence between the countries of the world has
reached a level of unprecedented complexity and diversity in history, and the exchange of
material and immaterial goods, as well as ideas take place (almost) without arbitrary
limitations. On the other hand, the continuous deterioration of the environment and global
warming are just two of the worst examples that highlight the inefficiency of the
development model currently applied by mankind.
Such a contradictory situation may call into question the long-term validity of the political,
economic and social model followed by the countries of the world, a model based on the
mechanisms of the market economy. At the same time, on the academic front, the
discrepancies between the levels of economic and social development of the world countries
have generated many debates about the influence of market mechanisms on development,
the way to limit / diminish / recover the development level differences, usually addressed by
approaching gross domestic product or total national and / or per capita income. Against this
backdrop, Sen argues that although it is hard to imagine a real process of development
without massive market appeals, constructive state intervention for social support for those
in need is a reality both in developing societies, and in the most prosperous countries, and
this is achieved through government regulations, policies and guidelines addressing health
issues, equal opportunities in education, access to resources for growth and social welfare,
etc.
Milton Friedman, in his work Capitalism and Freedom, published in 1962, is even more
treacherous about the government's limited role in ensuring freedom and development: “Our
minds tell us, and history confirms that the great threat to freedom is the concentration of
power. Government is necessary to preserve our freedom, it is an instrument through which
we can exercise our freedom; yet by concentrating power in political hands, it is also a
threat to freedom”.
In other words, the government cannot create economic freedom; through the legal system
and measurements for rigorous and effective implementation of regulations. But the
government can protect private property rights and freedom to conclude contracts, being
fundamental components of the liberties in the modern economy.
As evidenced in the volume Economic and Property Liberty, coordinated by Cosmin
Marinescu (2011): "Modern economic literature has provided ... three different explanations
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for differences in national income levels and different rates of growth among countries. The
most well-known explanation goes from the assumptions and production function of Robert
Solow's model" (neoclassical perspective). “The second explanation, promoted by J. Sachs,
analyzes the implications of geographical areas and locations for economic growth"
(perspective of geo-climatic factors). "The third approach sees income differentials and
growth rates as determined by institutions" (the institutionalist perspective originated in
works of D. Norton and D. Landes).
The authors of the quoted volume noticed that these three alternative approaches are not
excluded, but rather have the capacity to reinforce each other. For example, if geographic
and institutional factors stimulate capital formation and productivity factor productivity
growth, they will certainly have positive effects on national income growth (Marinescu,
2011).
At least two aspects that mark the differentiated development of the countries of the world:
the cultural affinity for wealth (see the works of the neo-institutionalists, among which those
of Paul Fudulu), and the capacity to generate and capitalize the innovation in the context of
the progress of knowledge in the field of new technologies, especially in the field of
information and communication technology. Both aspects have determined and continue to
influence the institutional model and behaviour of organizations, the transformative changes
over the last 2-3 decades, which have shown that they also become a source of economic
growth and development.
All of the above-mentioned approaches, however, have an explicit or implicit common
denominator - a binomial that Adam Smith has yet identified as follows: "the right of
private ownership and free market economy are factors that provide (together) the best
results at the individual level but also socially. " He also mentioned that "these will lead to
harmony and prosperity only if they are surrounded by other favourable institutions and
laws" (quoted by Marinescu, 2011).
This emphasis highlights Smith's ability to limit government functions, and implicitly the
safeguarding of private property rights, and the fact that the freedom to make transactions is
only an aspect of the freedoms that provide the grounds for the modern development of
society.
It can also be noticed that in these speeches another important element of development is
understood even if it is not explicitly mentioned: business ethics built on the moral values
shared and defended by the whole developing society.
2. Freedoms in the modern economy
Despite the massive interest in the concept of freedom as the engine of economic and social
development, it must be recognized that there is no single definition at present.
Thus, in the Concise Encyclopaedia of Economics, Robert A. Lawson, Economic Explained
Economic Dictionary, mentions that "the key ingredients of economic freedom are personal
choices, freely consented exchange, freedom to compete (in the material goods and services
market, including in the labour market) and protection of person and property."
It is also stated that public institutions and policies are consistent with economic freedom
insofar as they do not distort free trade by means of taxes and duties or restrictive
regulations, and may favour individual persons and their property.
Another definition is used by the Heritage Foundation, which has been producing together
with the Wall Street Journal since 1995 an index of economic freedom frequently invoked
in comparative analysis between countries of the world. This definition considers that,
beyond the measures to protect and preserve the personal freedom of the members of
society, "economic freedom is equivalent to the absence of government coercive measures
on the production, distribution and consumption of goods and services" (Miller and Kim,
2010).
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In this approach, the only danger / risk of limiting economic freedom in the modern
economy is the state, which through adopted institutions, policies and regulations can
obstruct the achievement of personal economic benefits and increase individual prosperity.
Even in the 2014 edition of the extensive investigation into the economic freedom index in
178 countries of the world, one finds the statement that "Any discussion of economic
freedom is reduced to the relationship between individuals and the government."
This definition undoubtedly offers an incomplete approach to the realities of the
contemporary economy, since recent history and day-to-day practice bring arguments in
support of the precept that economic freedom is not restricted / obstructed / aggravated only
by actions, policies and regulations established by state institutions. Any action by a third
party, be it a natural person, a corporation or a private law organization that directly or
indirectly distorts the freedom of action or transaction of an economic agent (a natural or
legal person) is considered to limit / reduce freedom not only to the individual level of the
person affected by the action, but also at the societal level. Such an action limits the
economic involvement of the economic operator in the production, distribution and / or
consumption process and reduces the size of the development at the level of society. There
are, unfortunately, many examples of recent history that express such aggressions, whether
or not the nature of the intimidation or threat, which causes distortions in the market
behaviour of threatened or blackmailed economic agents.
Beyond this methodological limit whose motivation is largely due to the difficulty of
quantifying such actions and attitudes in the private sector and of providing long series of
data, the Heritage Foundation's economic freedom index has gained notoriety in the 20
years of uninterrupted publishing, among others, and because it is presented in an extremely
easy to understand way for the general public. The ten vectors of liberties in a modern
economy are grouped into four broad categories that highlight key aspects or components of
the level of economic freedom in each country:
• Rule of law = property rights, freedom from corruption;
• Limited governance = government spending and fiscal freedom;
• Regulatory efficiency = business freedom, labour freedom, monetary freedom;
• Open markets = trade freedom, investment freedom and financial freedom.
Each dimension of economic freedom is assessed on a scale of 0 to 100%, and the general
index is the simple arithmetic mean of the ten components. Depending on the aggregate
score, each country is included in one of the five categories: free economies (score over
80%), mostly free economies (70-79.9%), moderately free economies (scores between 60
and 69, 9%), mostly unfree economies (50 to 59.9%), repressed economies (score below
50%).
It is appreciated that the Fraser Institute in Vancouver / Canada is working with a number of
other think-tanks and institutions around the world to define the most complete definition of
economic freedom. James Gwartney and Robert Lawson (2002), authors of the First Report
on Economic Freedom in the World, published by the Fraser Institute in 1996, appreciate
that economic freedom refers to the quality of being free of market-specific institutions and
that the essence of individual economic freedom consists of two fundamental aspects: (a)
the property he acquires without resorting to force, fraud or theft is protected by the physical
invasion of others; (b) the individual is free to use his property, trade it or give it to another
person, insofar as such actions do not violate the same rights of others. It is noted that the
assurance of economic freedom requires minimal regulatory intervention on the part of the
state that focuses on guaranteeing private property and observing contractual obligations,
but without mentioning the types of subjects that could limit freedom, it also leaves room
for other economic agents that could aggression or violation of privately acquired property.
The recourse to the definition of the quality of free market specific institutions is remarkable
not only for the generalizing force of expression but also because the original link between
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the macroeconomic process of wealth and welfare growth and the microeconomic
fundamentals of its implementation (Berggren, 2003).
Fraser Institute's Economic Freedom Index is grounded in five broad areas, which group 38
sets of data quantifying the factorial variables of liberties in the modern economy. Each of
the five sub-components uses a specific weighting method (equal weights for all variables in
the group) to obtain a value on the scale from zero to ten, and the general index is a simple
arithmetic mean of the five components:
• The size of the government = Government size;
• Monetary stability = Sound money;
• Property rights and rule of law = Property rights and rule of law;
• International trade = International trade;
• Regulatory framework = Regulation.
And in this case, the more the value of the index is closer to the maximum, the more
economic degree of economic freedom is closer to the ideal of functioning of the market
economy. On the other hand, the authors of the methodology recognize that any attempt to
measure economic freedom necessarily disregards some details, which may be more
important for one country than another, so that the index is no more than an approximate
estimate of reality, and comparisons between countries are for information only.
Why is economic freedom so important? The answer has been given in various formulations
which, after all, can be simply summarized as follows: Economic freedom is a prerequisite
for economic growth and natural development (uninfluenced by the will of an agent to the
detriment of the freedom of other economic subjects in society).
Milton Friedman said in his lectures in 1980: "A society that puts equality before freedom
will get neither. A society that puts freedom before equality will get a high degree of both."
The same idea of the role of freedom in assuring the premises of development is resumed in
1996 in the introduction to the Fraser Institute Report: "I believe that free societies have
arisen and persisted only because economic freedom is so much more productive
economically than other methods of controlling economic activity."
Also Friedman, in his book Capitalism and Freedom, underlined (35 years ago): "A major
source of objection to a free economy is precisely that it … gives people what they want
instead of what a particular group thinks they ought to want. Underlying most arguments
against the free market is a lack of belief in freedom itself”.
It should be noted that economic freedom does not automatically produce economic growth
and well-being for all members of society. Economic freedom is a prerequisite for a positive
development.
3. Calvinistic origins of today's economic freedoms
Calvinism proved to be the most influential form of Protestantism that swept the world in
the first two centuries after the Reformation, an active and radical force that was able to
change the world and rebuild the Church and the State. Calvin not only assumed, but he also
introduced a new economic organization and a relatively advanced social order for that era,
laying the foundation for their own ethics and their own institutions.
In his paper Die Protestantische Ethik und der Geist des Kapitalismus, first published in
1905 and became a reference book in the analysis of the relationship between the spheres of
religion and business, Weber (2001) observes: the Protestantism offered a set of values and
beliefs about labour, saving, investment and acquiring welfare that have proved to be
essential for the development of modern capitalism. This new ideology, considered by
Delacroix (2001) a mental revolution, was a real rupture of the traditional worldview
(quoted by Dorius and Baker, 2012). We acknowledge in this wording some of the essential
freedoms necessary for the development of the modern economy: the right to private
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property, the right to work, the right to accumulate and to invest, which, as will be seen
below, adds the right to trade and to conduct bank transactions.
The English historian Tawney notes in his book Religion and the Rise of Capitalism. A
Historical Study, published in 1937: "The impetus to reform or revolution springs in every
age from the realization of the contrast between the external order of society and the moral
standards recognized as valid by the conscience or reason of the individual."
The contrast between the two above-mentioned elements become more evident and trigger
transformation into periods of rapid material progress, as was the sixteenth century, the
century of affirmation of Calvinism with priority in urban areas, respectively in cities such
as Geneva and then Antwerp, London or Amsterdam where the need for capital for
development became acute, and capital itself was rare. Also in this environment, the practice
of transactions has also proven that there are other ways of accessing wealth / capital than
the land of the great landlords. It only needed recognition that interest is as less
incriminating as land rent if it is rationally used for the development needs of society.
In other words, Calvin changed the social perspective on wealth, the accumulation of
capital, and the source of this reconsideration is not denying the fundamental values of
Christendom, but recognizes the need for capital and credit for the industrial and
commercial development of urban communities. His legal profession, combined with the
recognition of the realities of urban economic practice and his aspiration to create the
premises for social progress, to increase opportunities for honest gain, is the origin of
Calvinistic social ethics. Historians agree that since Calvin and his followers focused on the
environment promoted by industrialists and traders, they had to reconcile faith with the
practical needs of society. They did not abandon or reject the Church's exigency to keep
watch over the moral principles of society, but admitted that these moral principles must
find their natural way of application in the context in which the main features of commercial
culture are present in society as defining elements of everyday life. Among these are the
recognition of the legitimacy of the economic interest (the right to a free enterprise and the
right to work) beyond what is necessary to cover daily subsistence. Calvin himself wrote in
his correspondence "What reasonable motivation can be invoked to claim that business
income should not exceed land rent. Where does the trader's profit come from if not his own
concern and activity? "
By promoting this belief, Calvin implicitly acknowledged the need for capital, credit and
banks, large-scale trade, and all the other aspects that make up the business world. It is no
less true that the same promoters of the new economic order have solemnly declared that
capital accumulation should not be criminalized, but its immoral use by resorting to
extortion for those already in a critical situation. As it is known, Calvin made a clear
distinction between the commercial / productive loan, for which he considered to be moral
to negotiate a reasonable interest rate, and the loan to the poor in difficulty, for whom loan
should be made free of charge. In all the circumstances of the money economy, shyness was
considered as not moral, at least morally dubious. Dual attitude towards peace must be
discussed in the context of a growing assertion in society of a new category of bourgeoisie
active in such business and contributing to the development of the urban community. The
witticism of an English exegete asserts: Calvin operates with shame as the poison
pharmacist uses (Tawney, 1937).
Therefore, in the Calvinist doctrine, the interest-bearing loan is not a sin provided that the
interest level is reasonable. It is interesting to note that even during Calvin's life his thinking
has also embraced the germs of institutionalizing his application in the Geneva society. The
Consistory of Geneva - the administrative and disciplinary court at the top of the Church has been given the task of supervising the conduct of economic agents (including during the
period 1564-1605 in which Consistory was headed by Théodore de Beze). From the point of
view of practice and the outcome of deliberations, it can be considered as a first instance to
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defend consumer rights and fight racism. The Geneva Consistory is a worthy precursor of
modern institutional arrangements, since: the whole body of regulation, by which modern
societies set limits to the free play of economic self-interest implies the acceptance, weather
deliberate or unconscious, of moral standards, by reference to which certain kinds of
economic conduct are pronounced illegitimate (Tawney, 1937).
Conclusions
To conclude this essay one should make the observation that the Calvinist doctrine contains
values and practices that have facilitated the market economy. According to Weber (2001),
"this new ideology emphasized work as a calling, thrift and savings as a way of life, and the
investment of profits into further business development. In combination with other factors,
once this “spirit of capitalism” began to pervale economic life, industrial capitalism was
born and ushered in a period of economic growth never before seen in human history"
(cited in Coleman, 1990).
One cannot omit Calvin's role in demonstrating the concrete and applicable character of
economic ethics, in particular the ethics of commercial and banking affairs, to which we
refer today. In the work dedicated to Calvin as a reformer and promoter of ethics of the
market economy, Professor Wildbolz noted that "Calvin savait qu’il vivait au sein d’une
société animée par des aspirations très contradictoires et propres à susciter les
antagonismes. Genève était bien loin d’être une ville ou régnaient la crainte de Dieu, la
confiance et la paix. Calvin était convaincu que dans sa ville la foi chrétienne devait se
manifester par la solidarité des riches et des pauvres, par des relations de confiance entre
autochtones et étrangers. Pour cela, il fallait s’exercer à la foi et à la discipline de vie, a la
solidarité et à l’Esperance. Tous ces éléments ont contribué à donner à Genève dans le
monde de l’époque la réputation d’un lieu d’asile pour les persécutes, d’une place ou le
commerce et l’économie se pratiquaient dans la sécurité, d’un Etat de droit ou régnait la
liberté. Avec une obstination sans faille, Calvin a préparé le terrain a une Eglise de
tradition reformée active dans le monde entier, ainsi qu’a une mentalité chrétienne marquée
par l’ouverture, l’honnêteté et la charité, dans un esprit de confiance en Dieu et de respect
d’autrui” (Wildbolz, 2009).
Such a teaching, whatever its merits or theological flaws, was admirably conceived by
Calvin to unleash the energies of the market economy and to determine the moral
regeneration of a society tailored to the skills cultivated by the world of commerce and
business (adaptation after Tawney, 1937).
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Abstract
The consumer focus is an important interdisciplinary trend reflected in several European
Union policy sectors, like competition, banking and finance, energy, common market
related aspects and data protection. The European Union is a heterogeneous entity, trying to
use its heterogeneity as an advantage and as a source of diversity. An interesting research
question addressed in the present paper is to analyze to what extent this approach really is
applicable at the level of the European Union, which challenges are related to it and if at a
certain point diversity becomes fragmentation. The present article has as research objective
to illustrate the perspectives for consumers opened by the use of double standards by
multinational companies and which consequences on consumer protection are generated by
this commercial practice. It is important to analyze the role of harmonization in ensuring a
unitary level of consumer protection at the level of the European Union given the context of
globalization and to assess to what extent this harmonization is possible, taking into account
the diversity of consumer preferences and the differences of purchase power as well as
different consumer behavior in several countries. The topic is analyzed from an international
perspective, presenting interdisciplinary aspects in a comparative manner and it is illustrated
in the latest documents issued by the European Commission as well as in the literature and
in the current applicable legislation. Possible solutions are outlined based on the latest
developments related to this subject.
Keywords
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JEL Classification
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Introduction
The consumer focus is a developing trend which is reflected in an interdisciplinary manner
in various fields of the business environment and in several policies. Management,
marketing, European policies, European law, competition, banking and finance, energy
policy, data protection – they all have consumer orientation as a common benchmark. The
focus on consumer protection is a feature of European Union strategies and at the same time
it is a key issue in the business environment of the United States of America, where it has its
roots. The process of globalization and the globalized business environment further
strengthened the consumer focus as an important element of business strategies. This
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orientation towards the consumer is not only an element of the private business
environment, but it is as well an issue on the agenda at the level of European Union policies.
The European Union as a political, economic and legal conglomerate is a heterogeneous
entity, trying to use its heterogeneity as an advantage and as a source of diversity, as its
motto “united in diversity” (https://europa.eu/european-union/about-eu/symbols/motto_de)
states it. Given this constellation of heterogeneous legal systems, economies and political
systems it is likely that conflicts occur between several Member States of the European
Union or between the European Union as an entity and its Member States. The occurrence
of such conflict situations is illustrated in the topic of double standards used for products
commercialized on the common market of the European Union under the same brand, but
with different product quality. The use of this commercial practice becomes a statement
regarding consumer discrimination within different Member States of the European Union,
leading to segregation of the common market of the European Union and it is therefore very
controversial at the present moment. Such a conflict occurred when the Visegrad-group, to
which the Czech Republic, Slovakia, Poland and Hungary belong, claimed that the use of
double standards by multinational companies is in fact a statement of discrimination of
consumers in Eastern Europe and should therefore be forbidden. The European Commission
had to react to this important claim and is now searching for solutions to solve this
challenging conflict. The present paper analyzes the position of the European Commission
towards the use of double standards by multinational companies, the proposed measures and
recommendations of the European Commission in order to solve this problematic issue, the
answer of the multinational companies using double standards to the recommendations of
the European Commission, the perspectives for consumers and the consequences on
consumer protection which are related to this discussion. The paper analyzes the role of
harmonization in granting unitary consumer protection for all European Union consumers,
as well as the limits of this harmonization process. Shared competencies between the
European Union and the Member States are the basis of this collaboration. The present
paper analyzes as well the changes that occurred over time in the consumer profile and the
differences of this consumer profile in the European Union and in the United States of
America. Instruments for granting consumer protection, such as class actions, are as well
analyzed.
The topic is illustrated in the latest documents issued by European institutions, for instance
by the European Commission and is analyzed as well in the specific literature and in the
current applicable legislation. Case studies illustrate the topic in a concrete manner. The
present paper is in line with previous research, further developing it and presenting a
multidisciplinary perspective on the research questions, which combines legal and economic
aspects that act together and that define the globalized business environment.
Review of the scientific literature
The European Union as it looks today has developed to a very complex entity, characterized
by a wide range of economies, legal systems, consumer preferences, with different purchase
power in each Member State, different levels of income, different costs of living
(Wirtschaftsdienst, 2007, p. 495), so that heterogeneity is a feature of the European Union.
This differences are on the one hand an advantage, as they are a source of variety, but on the
other hand they generate fragmentation within the European Union. This fragmentation has
a concrete expression in the concept of multi-speed Europe, as it appears in the scientific
literature. The concept of multi-speed Europe was first related to the Euro-zone and to the
Schengen Agreement (https://www.euractiv.de/section/europakompakt/news/intervieweuropa-der-zwei-geschwindigkeiten-bedeutet-mehr-wahlmoglichkeiten-de/), but it can be
nowadays extrapolated as well to other areas. The challenge which rises with this issue is
the fact that harmonization needs more efforts in order to be achieved, as the whole picture
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becomes more confusing (Wirtschaftsdienst, 2007, p. 495), like a mosaic. Divergent
opinions are in this context difficult to harmonize. What really acts as a bridge in this
mosaic structure are the common values that build the basis for the European Union. One
such value is consumer protection. Consumer protection acts like a catalyst for innovation,
in order to offer a wide range of possibilities to the consumer. Consumer focus builds a
bridge between several fields that interact in the business environment, for instance between
economics, competition law, consumer protection law, and intellectual property law. This
common value of consumer orientation is illustrated in the development of the more
economic approach, as presented in the scientific literature. This approach has its roots in
the American scientific literature and states that legal issues, for example related to
competition, should be evaluated taking into consideration the impact on the consumer
(Möller , 2008, p. 38). Moreover, it suggests to use economic methods for these assessments
(Albers, 2006). This way consumer welfare becomes a common value of business,
economics and the legal field (Möller , 2008, p. 38). An instrument in order to facilitate a
harmonized framework for consumer protection could be the class actions, like they appear
in the American law system (Tamm, 2009, pages 169–174). The main difference between
class actions as they are used in the American system and collective actions as they appear
in the European Union related to consumer protection is that the American class actions rely
on the opt-out model, while the European class actions rely on an opt-in-model. Due to the
legal systems in the European Union, only an opt-in-model could be implemented in the
European Union (Tamm, 2009, pp. 169–174). Given the legal tradition in continental law
systems, the American class action model cannot be implemented in the European Union as
an instrument granting consumer protection, but it needs to be adapted to the legal milieu of
the European Union (Meller-Hannich, Höland, 2011, pp. 168–176). In the American system
of class actions, the consumer is part of the defined class and has an opt-out possibility. In
the European system, this situation does not exist. Consumer organizations deal with
collective actions for consumer protection, but the consumer is not part of the litigation
process. So in fact it is not a litigation process ending with damage claims, but only a
process which aims to stop the consumer harming actions, but without paying
compensations to the harmed consumers (Tamm, 2009, pp. 169–174). Moreover, different
countries in the European Union have divergent opinions related to aspects of consumer
protection and to the instruments for ensuring fair consumer protection. In this context, it is
challenging to create a harmonized framework for consumer protection at the level of the
European Union.
An important goal of the European Union reflected in the initiatives of the European
Commission is to create a unitary level of consumer protection within the European Union,
through Regulations and Directives and to ensure the enforcement of the provisions
regarding consumer protection in the European Union (Lurger, Augenhofer, 2008, p. 12).
Research topics and research methodology
An interesting research question addressed in the present paper is if diversity as a feature of
the heterogenuous European Union is an advantage, as it provides diversity or if it can lead
to fragmentation and to segregation of the common market of the European Union. As a
concrete situation of market fragmentation, the situation of double standards is analyzed.
The present article has as research objective to illustrate the perspectives for consumers that
derive from the use of double standards by multinational companies and to present which
consequences on consumer protection are generated by this commercial practice. The
present paper deals with the role of harmonization in ensuring a unitary level of consumer
protection at the level of the European Union given the context of globalization and to what
extent this harmonization is possible, taking into account the diversity of consumers within
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the European Union and the related consumer preferences, different consumer behavior and
the differences of purchase power in the Member States of the European Union.
The present paper analyzes the position of the European Commission towards the use of
double standards by multinational companies as well as the position of multinational
companies, which are global players, towards this issue. The present paper analyzes as well
the changes that occurred over time in the consumer profile and how the consumer profile is
defined in the European Union versus the approach in the United States of America. The
consumer profile nowadays is the one of an informed and responsible consumer, compared
to the naive consumer of the past, that was easy to mislead. Instruments for granting
consumer protection, such as class actions, are as well analyzed in a comparative manner,
presenting the system used in the European Union versus the American view towards this
issue.
The topic is illustrated in the latest documents issued by European institutions, for instance
by the European Commission and it is analyzed as well in the specific literature and in the
current applicable legislation. Case studies illustrate the topic in a concrete manner. The
results of investigations performed in the countries of the Visegrad-group, but as well in
some other countries in Eastern Europe are evaluated and intepreted in order to find possible
solutions to the debated issue of double standards.
The present paper further develops previous research, presenting the research results from a
multidisciplinary, international perspective, combining legal and economic aspects that
interact in the business environment in the context of globalization.
The paper uses a comparative, interdisciplinary approach with focus on international
aspects, presenting the American perspective versus the European perspective towards class
actions as an instrument granting consumer protection.
Qualitative methods are used in the present paper, as the research topic is multidisciplinary.
Data and quantitative results of investigations are as well interpreted and evaluated in order
to draw conclusions from the performed analysis.
Results and discussion
Double standards – a source of market fragmentation
The issue of use of double standards refers to the fact that multinational companies
commercialize products under the same brand in various countries in the European Union,
but these products have different ingredients and thus different quality. So in fact the
multinational companies use a double quality standard for Western Europe and for Eastern
Europe. This commercial practice leads to the fragmentation of the common market of the
European Union and to conflicts between the Member States of the European Union.
Multinational companies are chriticized by the Visegrad-group for the practice of using
double standards. The countries in the Visegrad-group are the Czech Republic, Slovakia,
Poland and Hungary. This issue was discussed at the Consumer Summit in Bratislava in
October 2017 and it is a current issue of debate at the level of the European Union. The
Visegrad-group claims that double standards for food products should be prohibited on the
common market od the European Union. The reason behind this is that it is not fair that
consumers from countries in Eastern Europe receive products of poor quality compared to
consumers from countries in Western Europe. This kind of practice is a clear statement of
discrimination, according to the Visegrad-group. The problem of use of double standards
splits the European Union and creates conflicts. The problem is that the ingredients used in
Eastern European countries have a poor quality. The reason behind the use of these
ingredients is that the purchase power in these countries is reduced compared to the
countries in Western Europe and the multinational companies want to commercialize
cheaper products, corresponding to this lower purchase power. Investigations performed in
the Czech Republic, in Slovakia and in Hungary, countries belonging to the Visegrad-group
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have proven the fact that the quality of products commercialized here was poorer than the
quality
of
the
same
products
in
countries
from
Western
Europe
(„https://www.dcnews.ro/produse-dublu-standard-un-alt-stat-din-ue-diferen-e-uriae_559138.html“) . These countries have informed the European Commission about the
results of these investigations and they claimed a change of European Union legislation, so
that such a situation should not occur any longer. A product should have exactly the same
ingredients on all the markets of the European Union, according to the claim of the
Visegrad-group. The claims of the Visegrad-group had an extended impact on several other
countries in Eastern Europe and the initiative to support this claims and to fight against the
use of double standards spreads in some other countries in Eastern Europe, which are
affected by this issue, such as Bulgaria, Croatia, Estonia, Lithuania and Romania.
The results of the peformed investigations are summarized in the table below.
Table no. 1. Results of double standards related investigations in Eastern European
countries
Country
Investigation results
Czech Republic

→ 1/3 of the investigated products have a poorer quality than the
corresponding products in Germany.

Lithuania

→ 60% of the investigated products have poorer quality in Lithuania
than in Germany.
→ 33 products have been tested in Lithuania and in Germany => only
10 had the same quality. The other products presented differences
regarding the taste, the colour, the ingredients (ingredients of poorer
quality were used in Lithuania compared to Germany, less chemical
products and colorants were used in Germany).
→ for chips: In Germany chips contained sunflower oil, while in
Lithuania they contained palmoil, which has a poorer quality compared
to sunflower oil („https://www.dcnews.ro/produse-dublu-standard-unalt-stat-din-ue-diferen-e-uria-e_559138.html“)

Romania

→ An investigation was performed in July 2017.
→ meat products were tested, such as ham, bacon and cold meat
products.
→ milk products, canned fish, chocolate were as well tested.
→ 29 products were tested: thereof 9 cheese products, 2 butter products,
1 sour cream, 7 ham products, 3 cold meat products, 1 sausage type, 3
fish products, 2 liver pâté , 1 chocolate product.
→ double standards were found at 9 products from the categories cold
meat products, canned fish (mackerel and herring canned fish), ham,
liver pâté, bacon („https://www.dcnews.ro/produse-dublu-standard-unalt-stat-din-ue-diferen-e-uria-e_559138.html“).
=> differences in fat content and protein content were found.

Source: Mureșan, 2017

Legal basis
The legal issue related to double standards is the question if this commercial practice is an
infringement of European Union Law provisions. The legal basis for assessing this aspect
can be found in Regulation (EU) No 1169/2011 of the European Parliament and of the
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Council of 25 October 2011 on the provision of food information to consumers, according
to which consumers must receive exact and enough information regarding the food product
and all the ingredients must be labeled. The problem is that in the case of double standards,
the ingredients are labeled and the products are technically safe for the consumers. It is
rather an ethical aspect and as well an issue of economic realities to use ingredients of lower
quality in some poorer countries, with lower purchase power. Important provisions can be
found as well in Directive 2005/29/EC of the European Parliament and of the Council of 11
May 2005 concerning unfair business-to-consumer commercial practices in the internal
market, according to which unfair business-to-consumer commercial practices, like
commercializing different products under the same label, are misleading for the consumer
and thus prohibited. The use of double standards is thus a practice that is misleading for the
consumer and it has negative conseqences on the consumer.
Position of the European Commission versus position of multinational companies
The European Commission is willing to help affected Member States of the European Union
to fight against discriminative practices like the use of double standards, but without
changing the legislation in force. According to the position of the European Commission
stated by its President Jean Claude Juncker, all consumers in the European Union must be
treated equally. In order to achieve this, strengthened competencies for the national
authorities will be put in place.
According to Vera Jourova, Commissioner for Justice, Consumers and Gender Equality,
double standards are misleading for the consumer and show a lack of loyalty towards
consumers, so they are against European Union Law. There is no need for new legislation in
the field, but the legislation in force should be better applied. One possible solution provided
would be to enhance the quality of all commercialized products, so that double standards
should
no
longer
exist.
One
other
option
could
be
rebranding
(http://www.euractiv.ro/agricultura/comisia-europeana-duble-standarde-produse-alimentare8900.).
In the field of consumer protection, there are shared competencies between the European
Union level, represented by the European Commission and the national level, represented by
national authorities from the Member States, as shown in the figure below.

Fig. no. 1. Shared competencies between European Union institutions and national
authorities in the field of consumer protection
Source: Neagu, 2017

The reaction of the multinational companies using double standards was the explanation that
they adapt their recipes according to consumers’ preferences on the local market. Some
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companies have nevertheless changed their recipes according to the recommendations of the
European Commission, for example the company Hipp for baby food and the company
Bahlsen, which now uses butter instead of palm oil for the waffles for the Eastern European
market.
Conclusions
Measures taken at European Union level could provide solutions for the arising issue of
double standards that splits the market of the European Union. The European Commission
prohibits double standards as a form of consumer discrimination. As possible solutions, the
European Commission published in September 2017 new rules for food producers. The
European Commission as well published guidelines with the relevant legal provisions and it
offers support to the Member States of the European Union in order to fight against this
commercial practice. Furthermore, as complementary supportive measures, the European
Commission offers financing in amount of 1 Million Euro for the elaboration of a new and
unitary methodology for assessing the practice of double standards, it offers as well
supportive enforcement measures for the Member States of the European Union, it initiates
a dialogue with the food producers in order to elaborate a Code of Conduct and it organizes
summits on the topic of consumer protection and workshops for the national authorities in
this field.
The present article further develops previous research, by providing a multidisciplinary
perspective on a very recent and debated topic, of great interest for the consumers in the
European Union. Research in this dynamic field will for sure develop and further research
will be needed. This contribution is important, as the results can be used as well for further
research and studies on consumer protection at European Union level. Extensions of the
work provided for the present paper are possible and will be needed in future, as the topic is
one of great interest.
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Abstract
Organizing large-scale events are becoming more and more important for business tourism.
MICE (Meetings, Incentives, Conferences, and Exhibitions) are one of the most profitable
industries globally. In Romania, it is activating trough all its four components: meetings,
incentives, congresses and exhibitions/fairs. Business meetings and fairs are better known
and used.
We have examined the features of visitors' tourism behavior at the tourism fairs from 2016
to 2017. In order to achieve the research objectives, we had to apply questionnaires to the
tourists in Romania from 2016-2017 and to the tourist fair in Hungary in 2017. The issues of
qualitative research we followed were: the change of the consumer behavior concerning the
participation in the tourism fair and the way the tourism industry can handle this by creating
appropriate tourist services and offers.
The paper ends with examples of measures suggested by the respondents, to help both tour
fair organizers and exhibitors in creating high-quality services at competitive prices on the
Romanian tourism market.
Keywords
Tourist behavior, business tourism, Mice industry, tourism fair
JEL Classification
L83, M2, M3, Z33,
Introduction
In the last years, the organization of events in a profesional way has become a component of
the Romanian hospitality industry, generating a positive image and substantial incomes for
our country. It can be considered to be the most efficient and profitable component of
tourism. In the literature, we meet the MICE industry in all forms of meetings, from small
groups (seminars, symposiums, training, team buiding, etc.) to large conferences, congresses
or fairs. (Getz, 2008 & Whitford, 2009) Participants in these events are related to tourism by
the fact that they often travel from their residence to another location for more than a day. It
is worth mentioning that besides the fact that the participant enjoys the event that he attends,
he also benefits from an entire package of services. These services are assimilated to
tourism because their organization and realization imply the use of tourist accommodation,
food, leisure, as well as the consumption of specific services provided by travel agencies.
For more than 50 years, fairs and exhibitions have been successfully launched on the event
market, either as marketing and promotion tools or as MICE-related events. The fair is
usually organized by larger dimensions and on a longer time interval, with the purpose of
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purchasing products or products by consumers or users. Many large-scale fairs have become
tourist destinations. Exhibitors and participants visit such events on a regular basis since
repeated participation could lead to lower costs for obtaining information, as well as a
sustained connection with other participants (Godar & O'Connor, 2001).
Researchers are increasingly interested in identifying the factors that motivate the continued
participation of participants in fairs and exhibitions (Lee, Reisinger, Kim & Yoon, 2014; Lin
& Lin, 2013), as well as perceptions and behaviors related to the purchase of products
offered by exhibitors. The objectives of the research are built around the behavior of the
tourist, from the position of a visitor to the tourism fairs in Romania and Hungary, between
2016 and 2017. Identifying the factors that lead to the purchase of a touristic package and
what amounts were spent on it. Listing the criteria for choosing tourism fair and what
entertainment activities the participants took during the fair. The interest in applying the
questionnaires is of a qualitative nature and we want to know what motivates the tourist to
return to the tourism fair and what is the impact of this event on the tourism sector? In this
way, the industry will know how to prepare their touristic offer for the next edition of the
fair.
Lecture review
The literature has not yet been able to agree on a generally accepted definition of this
concept, the MICE industry. Thus, the industry has been named in the most common way as
"Industry of Meetings, Incentives, Conventions, and Exhibitions (MICE). This concept has
the disadvantage of presenting the industry as a collection of separated parts, rather than in a
holistic way. UNWTO has used the term "Meeting Industry" and "International Meeting
Industry", these terms include organizing, promoting, selling and delivering events for
corporate meetings, associations, and government, corporate incentives, seminars,
congresses, conferences, conventions, technical visits, exhibitions, and fairs. (UNWTO,
2006)
Fairs are a basic component of MICE industry and business tourism. That's why visitor’s
feedback and opinions are valuable information in research and prospecting the market.
Maintaining contacts with traditional partners, consulting them on the innovative elements
introduced in the promotion activity are advantages of participating in tourism fair. For the
exhibitor, the fair involves lower costs and gaining time compared to other existing
promotional ways.
The most important features of the tourism fair industry are the following: the tourism fairs
are presentations of products and services aimed at informing the visitors in order to
promote sales. They last between 3 days to a week and they bring together 2 types of
participants: exhibiting companies and visitors who come with the intention to buy; both
categories form the demand for travel related services: hotel, food, transportation,
telecommunication, excursions, cultural events, city tours, distribution services for the
destination. The size of the fairs varies: small, medium, large, regional, national and
international. The volume of the tourist market is difficult to assess, the most accessible is
the number of visitors and their tourist consumption behavior.
In an initial research on fairs and exhibitions, Pop and Dabija (2009) conclude that visitors
are the key to the success of any event, especially in the case of fairs. For our study, in
which we want to identify the traits of visitors' consumption, we note their importance in
maintaining the interest of exhibitors to participate in the next edition. They have a
determining role in placing new orders, concluding contracts, and initiating new tourist
offerings. Last but not least, the value of information and opinions expressed by visitors
about the products and services exhibited by exhibitors has an effect on the way the event is
organized.
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Studying the consumption behavior of visitors of the tourism fairs contributes to the tourism
literature by empirically investigating how they respond emotionally to the organization of
fairs, advertisements, tourist destinations and what intentions they have when choosing the
touristic package. We also see from other studies that the relationship between emotional
responses and other advertising effectiveness measurements it is not clear in tourism
advertising. Because tourism advertising research is dominated by exploring the effects of
various elements of publicity, such as the presence of a presenter / bidder (Scott, Green and
Fairley 2016, Li and others 2016), with a low focus on the role of emotion in mental
processing of the advertising by the customer. (Kim, Kim, and Bolls, 2014)
Research methodology
This research took place between years 2016 and 2017 and was made at the tourism fairs in
Romania and Hungary. The tourism fairs in Romania took place in November 2016 and
February 2017, each year it has two editions, one in autumn and one in spring and takes
place in Bucharest. The second, Utazas - The international tourism fair, which takes place in
Budapest, Hungary, every year, is one of the most important fairs of its kind. For both
tourism fairs, we applied the same questionnaires to visitors. The questionnaires were
composed of thirteen questions, some with open answers, and others with multiple answers.
They were applied to a total number of 200 visitors of the two international tourism fairs.
The respondents for this research were randomly selected, they were visitors aged between
18 and 75 years, income below 350 euro or between 500 and 1500 euro, or even exceeding
that amount. The data gathered from the questionnaires were processed through the IBM
SPSS Statistics 19 software and their analysis was based on correlations between several
variables. Identifying the traits of visitor's tourism consumption behavior was largely based
on the correlations between variables such as income and the activities carried out by the
fair, the choice of tourist packages according to age or sex, as well as the area where they
come from and where they are, based on income. Our study has as objective the evaluation
of the motivation in the fair selection and the identification of visitors' opinions about the
influence of fairs on tourism itself. We are interested in exploring the relationship between
the packages the tourists are interested in and the ones they have purchased, what age and
what income have those who buy tourist packages.
Results and conclusions
From the analysis of the collected data we noticed that we have a sample of visitors,
predominantly residing living in the capital cities of the two countries, Bucharest and
Budapest, with minimum incomes below 350 euros for the ones living in Romania and with
incomes between 700 and over 1000 euro for the ones living in Hungary. We have a
distribution of the visitors based on residence and income (fig. no. 1). A big percent of the
visitors (21%) have their residence in the citys in whitch each of the exibitions took place.
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Fig. no. 1 Distribution of visitors by residence and their income
In the same time the distribution of the visitors based on residence an age shows an
increased presence of the young people below 25 years – 40% of whitch are living in the
capital city (this result was linked with the analisis based on income and occupation). This
number is represented most by the students, which explaines the large number of visitors
with income below 350 euros from Bucharest. If we look at the onest hat are living outside
Bucharest, we also notice a high percent of young people aged between 18 and 25, almost
18% (fig. no. 2).

Fig. no. 2 Distribution of visitors by residence and age
By analyzing the tourism consumption behavior of visitors based on age and income, we
can see the purchasing power, but also what are their preferences. Thus, with regard to the
distribution of the amounts of money allocated for the purchase of tourism packages at the
fair by age, it is remarkably noteworthy that persons under 25 have purchased packages with
values up to EUR 500 (15%), between 501 and 1000 euro (25%) and 1001-1500 euro
(6.77%). On the other hand, the age of those who have purchased holiday packages of more
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than 1500 euros can be found in the category 26-35 years (2%), and also in the category 3645 years.
At the same time, it is noticed that 15% of young people fewer than 25 years have not
bought any packages. This result, corroborated with the distribution of visitors occupations
(which are mostly students), points out their poor capacity for tourism consumption. But
let's not forget that they are participating in international tourism fairs, becoming educated
consumers in a competitive market (fig. no. 3).

Fig. no. 3 Correlation between the respondents' age and the amount of money spent
on a tourist package
From the analysis of the collected data, we notice that most of the visitors are living the
capital city of the two countries, but we also have a percentage of participants from other
cities of the analyzed countries. They are consumers of accommodation services during their
participation in the fair. In figure no. 4 we identify the preferred accommodation facilities
among these respondents. Thus, we have a significant percentage of about 60% of those
outside the capital who have rented an apartment, either through the Airbnb reservation
system or hotel apartments, but we cannot mention the exact type. The second category
chose to stay at friends, about 25% of them, and those who prefer accommodation in hotel
structures are about 14%. There is a significant difference between the rental of apartments
and hotel accommodation; it seems that the consumer of tourism fairs is inclined to a
comfort close to the personal dwelling than the tourist comfort offered by a hotel trough its
services (figure no. 4).
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Fig. no. 4 Analysis of the accommodation of those from outside the capital
In order to understand the type of tourist consumer participating in the tourism fairs, we
analyzed the correlation between the residence of the respondents and the way of spending
the free time every day after the end of the fair. This shows the tendency for socialization
through group and cultural activities (shopping, theater, visiting the city) for respondents
living in the capital city. The same hierarchy is visible for those living in Budapest, but also
for those living outside the capital. Interestingly, for both countries analyzed, the major
interest is towards shopping activity, a total of about 30% of Romanians, who certainly go
to the shopping malls in Bucharest. The second place as a leisure activity is spending time in
the so-called old centers of the city, over 20% (fig. no. 5).

Fig. no. 5 Distribution of visitors by residence and mode of leisure after leaving the fair
Visitors' consumption behavior in this study has emerged from the following: the
acquisition of tourist packages, the opinions expressed in the choice of the tourism fair in
which they participate or the influence that they believe the fairs can have on the tourism
sector. In selecting the tourism fair in which to participate, based on gender visitors have
chosen the number of participant exhibitor’s criteria, as being very important, about 37% of
men and 17% of women (fig. no. 6).
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Fig. no. 6 Evaluation of the diversity of visitors to the tourism fair according to the sex
of the visitors
The market importance of the fair on the market was rated as important by a percentage of
approximately 31% men and 18% women (fig. no. 7).

Fig. no. 7 Evaluation of the importance of tourism market according to the sex of the
visitors
It is noticeable that the number of men is much higher among respondent visitors.
Concerning the distribution of the influence of the fairs over the turism based on the age of
the visitors, analyzing the collected data we can say that the respondents aged below 25
years believe, in general, that the impact of the fairs for the tourism is a positive one (6.77%
- positive, 12.5% - important, 9.9% - excellent). Almost the same believe also the
respondents aged between 36-45 years (5.21% - positive, only 1.56% - important, 0.52% no influence). We can identify a certain confidence of the visitors in these events and in
their power to influence the tourism market.
From figure number 8, we can extract respondents' views according to their age, and
indirect from education, because most of them have higher education. Thus, it is evident
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that the young people have a positive attitude, approximatively 9% believe the fairs promote
the country, but adults over 35 years are a bit more reserved about the influence of the fairs
and exhibitions over the tourism (only 1% share this opinion).
The conclusion is that young people are positive and that this attitude influences the
organizers of tourism fairs, to specialize even more in order not to disappoint a critical and
educated part of the potential customers at the next edition.

Fig. no. 8 Distribution of the opinion on the influence of fairs on tourism according to
the age of visitors
Conclusions
The more a manifestation of a tourism fair is visited by more people, the more the chance is
that the exhibitors will be visited precisely by the target group they are targeting through the
offer. Of course, not only their number is important, but also their quality of the purchasing
power. Here we can also take into consideration several types of visitors, from the general
public or from professionals, potential buyers or partners. The tourism fair through the
stands, the rooms or the related events becomes an attraction and a catalyst for the
promotion of the offered products in the tourist fairs of the tourist packages as well as the
destinations. This type of event promotes the relationship between the seller and the buyer.
As we have identified in our study, we have a significant percentage of young people who
currently do not have a high purchasing power, but by participating in these exhibitions,
they are actually interested in the tourist offer and this is very important for the participating
travel agents. They may already observe the behavior towards which the young generation is
heading, what they prefer as destinations, accommodation, and entertainment, and thus they
can form their future offer.
Visitors of tourism fairs outside of the capital are automatically consumers of tourist
services, and thus bring important incomes to the community through accommodation, food,
entertainment, and income earned by applying different taxes and duties on these services
and other tourist facilities. We found in the study that, after a fairy day, most visitors have a
tourist consumption behavior aimed at visiting a museum or touring the capital, but also an
overwhelming majority towards shopping and entertainment. The respondents also had a
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number of proposals for the organizer of the tourism fairs, so 16.15% demand that the event
be more publicized on all channels of communication, the visitors of both fairs in the
proportion of 7% demand the elimination of the entrance fee at the fairs, but also the
promotion of the destination: Romania 6.77% and Hungary 2.08%. In addition to investing
in the infrastructure required by modernizing the pavilions, 4.69%, it is hoped that the
organizer will have inspiration from other major international fairs such as FITUR, IMEX,
etc. A proportion of 5.73% of Romanians and about 2% of Hungarian visitors recommend
this.
A great advantage of the tourism fair for the community is held by the moment when it is
organized. Because it takes place off-season, many tourist destinations rely on participants
to attenuate the effects of seasonal tourism. As a final conclusion, we can say that a visitor
to the tourism fair of Romania or Hungary is a consumer of tourist services, either a direct
buyer of the tourism industry's offer as an exhibitor or a consumer of tourist services offered
by the host community. Regardless of the role, its impact is important for the development
of the economy, tourism, and the community indirectly, so bidders have to turn their
attention to the critical mass and educate the young generation in the sense of a consumer
who is conscious of its acquisition.
We can appreciate that a visitor to a fair or exhibit, which has a good impression on the
event and the host location, becomes an "ambassador" for that destination.
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Abstract
Romanian public entity can be seen as a service provider company that use/ manage public
funds and/ or public patrimony. The manager of every public entity need to order the
necessary measures for elaboration and/ or development of the internal/ managerial control
system.
This study presents factors that can influence internal/ managerial control system and the
situation regarding the implementation stage of the standards contained in the Internal/
Managerial Control Code.
Even if the self-evaluation questionnaire of the internal/ managerial control system is
completed by every public entity, centralized and sent to General Secretariat of the
Government, not all the standards related to the internal/ managerial control system were
implemented.
The main factors which can lead to an improvement of the internal control system, as shown
by the analysis of the study, are internal audit and information technology.
Keywords
internal control, internal audit, annual report, decision-making process, audit tools,
automation.
JEL Classification
H83, M42, M15, O32

Introduction
The regulation of the internal control at the level of the public entities in Romania started
with the publication of Government Emergency Ordinance no. 119/1999. Subsequently, in
2005, with the entry into force of the Order of the Minister of Public Finance no. 946/2005,
the implementation of internal/ managerial control has become mandatory for public entities
in Romania. The internal/ managerial control systems had to be developed taking into
account the specifics of each public entity, after the Internal/ Managerial Control Code,
including a number of 25 management standards. Subsequently, in 2015, the Order was
repealed and replaced by the Order of the General Secretariat of the Government (OGSG)
no. 400/2015 for the approval of the Code of Internal/ Managerial Control of Public Entities,
which establishes 16 internal/ managerial control standards.
For the management, internal control and audit (Ciuhureanu, 2016) contribute to a more
efficient organization, ensuring economic and financial discipline, resources’ efficient
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management, compliance with rules, procedures, regulations, actions which are ultimately
reflected in the reported accounting information and in the users’ decisions.
According to Cobb-Douglas production function Y= Z*Kα*L1-α, where:
Y = total production (the real value of all goods produced / services provided in a year)
L = labor input (the total number of person-hours worked in a year)
K = capital input (the real value of all machinery, equipment, and buildings)
Z = total factor productivity / technology
α and 1-α are the output elasticities of capital and labor, respectively. These values are
constants determined by available technology.
there are quantitative, qualitative and technological factors that impact on the productivity
of a company.
Even if Cobb-Douglas function demonstrates that every element of the equation transforms
the final result (Y - total production), the purpose of this article is to prove that there is at
least one qualitative, one quantitative and one technological factor that can modify the
internal/ managerial control activity.
1. Method
This paper aim is to demonstrate three hypotheses by analyzing the qualitative data.
According to the law and professional standards and using the knowledge of informational
technologies we will demonstrate that exists at least one element which confirms the
assumed hypothesis.
1.1. H1: Increasing the level of understanding the internal control notions and
enforcement mechanisms it will raise the degree of implementation and development of
the internal/ managerial control system in public entities.
According to OGSG no. 400/2015, internal/ managerial control is defined as representing all
the forms of control exercised at the level of the public entity, established by management in
accordance with its objectives and legal regulations, in order to ensure the management of
public funds in an economically, efficiently and effectively manner.
Within the public entities, annually, the self-assessment of the managerial internal control
system is carried out in accordance with point 1.4 of Annex 4 - Instructions for drawing up,
approving and presenting the Report on the system of internal managerial control in OSGG
no. 400/2015, with subsequent modifications and additions (Calu e al., 2016).
The annual self-assessment of the managerial internal control system in public entities
involves assessing how to implement the internal control standards by each compartment of
the public entity structure and then generalizing the information from the self-assessment
questionnaires developed by these compartments in accordance with the Annex 4.1 - Selfassessment questionnaire and Annex 4.2 - Synthetic summary of results of self-assessment
of OSGG no. 400/2015, with subsequent modifications and additions.
Standards of internal/ managerial control are reviewed based on the general assessment
criteria specific to each standard and can be implemented, partially implemented or not
implemented.
The assessment of the compliance of the internal/ managerial control system with the
internal/ managerial control standards is achieved in relation to the number of implemented
standards, as follows:
• the system is compliant if all 16 standards are implemented;
• the system is partially compliant if 9 to 15 standards are implemented;
• the system is inconsistent if less than 9 standards are implemented.
According to The report of Internal/ managerial Control for 2016 published by Management
internal control and interinstitutional relations department of the General Secretariat of the
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Government, a number of 50 central public entities and 2.040 public entities under
subordination or coordination had to implement the internal/ managerial control system.
The degree of implemented standards, as it results of the centralized reports on selfassessments within public entities, notes that 5 standards have a high implementation rate of
over 95% (Standard 1 - Ethics and integrity – 96,21%), 5 standards have an implementation
rate between 90% - 95%, 5 standards have an implementation rate between 80% - 90% and
a single standard has an implementation rate under 80% (Standard 16 – Internal Audit –
69,01%).
According to Standard 16 from OGSG no. 400/2015 for the approval of the Code of
Internal/ Managerial Control of Public Entities, the public entity should establish or must
have access to a competent audit team which is formed by professional auditors and whose
activity is usually carried out according to programs based on risk assessment.
As Internal Audit law says, the internal audit department must be distinct in the direct
subordination of the entity's manager and must have at least two employees. Internal
auditors should perform their tasks objectively and independently, professionally and
integrally, following the professional practice stands (rules and specific procedures) of the
internal audit activity.
In this context, the internal audit department should be sized according to the size of the
public entity and the risks associated with the activities carried out within the entity. Internal
auditors should have the professional competencies required for internal audit work and they
should pursue to upgrade their skills through a continuing professional development
program.
Complying with these requirements can lead to a high degree of implementation for
Standard 16 and for the previous standards too.
1.2. H2: If the internal audit activity follows its purpose, it will contribute to the
improvement of the internal/ managerial control activity.
Internal auditors are responsible for complying with the International Standards for the
Professional Practice of Internal Auditing (Standards) with regard to individual objectivity,
professional competence and conscientiousness. In addition, internal auditors are
responsible for complying with the Standards that are relevant to the fulfillment of
responsibilities associated with their function, while Audit Executives are responsible for
the full compliance of the Standards.
The International Standards for the Professional Practice of Internal Auditing developed by
the Internal Audit Institution apply to all internal auditors and internal audit work carried out
by them. In Standards, updated in 2016, Performance Standard 2100 - The type of activity
describes the broad scope of internal audit activity:
“Internal audit work should assess and contribute to improving governance processes, risk
management and control, using a systematic and methodical approach.”
In practice, internal audit team may assess the internal/ managerial control within an audit
mission, sometimes define it as an objective or audit the entire internal control process.The
achievement of this objective on impartiality led sometimes to a comparison between the
documents related to the existing internal/ managerial control system and the answers given
in the self-assessment questionnaire of the stage of implementation of the internal/
managerial control standards.
Taking into account that the number of internal control standards have been reduced from
25 to 16 standards and the legislation applicable to the internal/ managerial control system
has been changed, internal audit team should be informed from the self-assessment
questionnaire about the stage of implementation of internal/ managerial control standards.
Discussion or questionnaire addressed to the person in charge with the development of
internal/ managerial control system is used during the internal audit mission. The purpose of
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these discussions is to gather information, the accuracy of the answers to the questions
formulated by the internal auditors being validated by the compliance with the documents
existing in the files provided by the audited structure.
During the internal audit mission, the objectives, findings and recommendations main aim is
to improve the activity of the audited structure. Usually, they also contain information about
professional trainings of/ for the employees, to assure they are permanently updated.
As Petrașcu and Tamaș says, in order to rationalize the companies' activities for better asset
management, cost reduction, profit maximization and achievement of medium and longterm objectives, any entity requires, besides control and internal audit, coaching.
In order to ensure that the entire staff of the audited structure is able to fulfill successfully
their tasks and is aware of everything that the internal control system involves, the managers
should continuously share new information on this subject, in order to make all employees
accountable for this purpose.
1.3. H3: If an integrated approach of internal processes is considered, improving internal/
managerial control involves the informational technologies (IT) implementation of the
internal control management system.
The Romanian public entities implemented applications for automatization of one or a part
of their activities (especially in economics and human resources departments). The lack of
dedicated software or having different features and databases may include extra cost and
time for the entity and its employees.
Innovation implies the improvement of an existing concept or idea, as Nigel Slack (2016)
says, using a process that tracks the stages of the idea's development, ending in a viable
product/ service that can be marketed.
The process of innovation involves a succession of activities through which the designer
tries to transform one or more ideas into products or services for the market. The models
described in the imagination of a designer rarely define all the technical specifications.
Innovation activity usually involves passing through key stages and deciding how to
implement: open source software - using a community of development, crowdsourcing or
idea management.
An integrated approach (Kim et. al., 2009) of internal control processes may be an
improvement of the internal/ managerial control system. The IT solution can be developed
as a web application, easy to model, accessed and personalized according to the specifics of
the public entity, having a user-friendly interface.
The IT package should assure the risk management in the organization, correlated with the
activity and evaluation of the employees, as well as the management of the documents and
processes necessary for the implementation of a managerial control.
For example, the areas covered by the internal/ managerial control activity should include
the following:
- the control environment - will include issues related to organization, human resources
management, ethics, deontology and integrity;
- performance and risk management - target management issues related to goal setting,
planning (multi-annual planning), scheduling (management plan) and performance
(performance monitoring);
- control activities - focuses on documenting procedures, continuity of operations, recording
exceptions (deviations from procedures), separation of duties, supervision;
- information and communication - the problems related to the creation of an adequate
information system and a system of reports on the implementation of the management plan,
the budget, the use of resources and the management of documents will be grouped;
- evaluation and audit - development of the assessment capacity of the internal / managerial
control, in order to ensure the continuity of the process of improvement.
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An integrated IT package can provide management with real-time access to the internal/
managerial control system.
Nowadays, we are taking about robots and artificial intelligence and about the employees
that should be prepared for the new job families that will be created by using IT in every
activities sector. Artificial intelligence can improve the activities of the public sector. There
are different kind of applications which can be used in public sector.
For exemple, Humanyze fuses the badge data with employee calendars and work emails. It
is useful if office plans favor team work. Slack, a messaging application at work, helps
managers to assess how quickly employees perform their tasks. Microsoft has a product that
shows employees how they manage their time in the office, but gives managers information
only in aggregate form.
The workforce strategy should take into account the automatization of activity, as well as
traditional workforce and contract workers.
As Aral Sinan (2012) says, the combination of data on individual worker project
completion, email messages, and work practices reveals a pattern of relationships among
multitasking, technology use, and output. In this way, public entities will provide
competitive services and will make effective use of their resources.
2. Results
Public entities should continuously monitor their internal control system and track it in
dynamics. Related activities include defining/ updating their objectives and allocate the
resources needed to meet them, manage their risks properly, constantly monitor the internal
control environment, manage work procedures and documents in a centralized system,
define performance indicators.
The internal control system can improve the public entities’ activity by empowering the
workforce with the right skill sets and using the appropriate technology.
The internal/ managerial control system can be improved by the internal audit activity and,
if the internal audit functions properly, it can sustain the internal control in implementing
standards and developing knowledge for employees.
On the other hand, the internal control can be improved by informational technologies in
terms of efficiency and economy. To reflect tasks transformed by the informational
technologies, we must focus on end-to-end process. The impact of informational
technologies on the workforce must be analyzed continuously. Implementing and
developing the suitable form of control for every public entity can also improve the process
of decisional transparency.
Conclusions
The aim of this paper is to demonstrate that Cobb-Douglas production function applied for
public entities has the same impact as it was designed.
The Cobb-Douglas production function has a major role because, based on it, can be found
qualitative, quantitative and techonological factors which impact the internal/managerial
control activity.
Starting with three hypostasis: H1: Increasing the level of understanding the internal
control notions and enforcement mechanisms it will raise the degree of implementation and
development of the internal/ managerial control system in public entities, H2: If the internal
audit activity follows its purpose, it will contribute to the improvement of the internal/
managerial control activity, H3: If an integrated approach of internal processes is
considered, improving internal/ managerial control involves the informational technologies
(IT) implementation of the internal control management system which can be noticed in the
study that exists at least one element to confirm their true value.
The conclusions of each assumption can be defined:
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H1: The involvement of employees in the internal/ managerial control activity and the
degree of knowledge of the legislation in force can increase the level of implementation of
the internal/ managerial control system.
H2: The internal audit activity may lead to an improvement of the internal / managerial
control system if it has the necessary organizational and functional levers.
H3: Information technologies can bring several benefits to the internal / managerial control
system (for example: reducing time spent on identifying data and registering in the system,
eliminating human error, operational services at any time, cost reduction, eliminating the
risk of personnel migration, speed and efficiency in the services provided and other).
The results are meaningful because they highlight that internal/ managerial control system
of a public entity can be improved if public entity management takes into account two
important factors: internal audit and information technologies.
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Abstract
Society is increasingly reliant on technology in most areas, from commerce to education.
Numerous IT applications appear and most of them try to address the needs and traits of
different generations. In this context, both private and public organizations, are searching
for innovative ways to attract and engage their clients. Gamification is one important
solution. Studies show that using gamification in areas such as health, commerce, tourism or
learning plays a crucial role in motivating, engaging and changing psychological behavior
of users. For a consumer, gamification can make an activity, like learning, more appealing
and rewarding, for an organization, it can enhance performance, while for society, it can
increase the quality of life.
This paper aims to contribute to the research in the field of gamification and to highlight
current traits of consumers’ behavior in e-commerce.
A quantitative research was performed through a statistical survey which shows that age has
an important influence on the approach towards technology, on the frequency and the
purpose of using the Internet. Compared to older generations, Generation Y prefers using
mobile devices and socializing is an important activity, while older generations prefer
searching for different information. A great challenge for e-commerce providers is ensuring
the satisfaction of new consumers that are generally more computer educated and less brand
loyal. Gamification is the trending option, through its social and entertainment components,
as well as through motivating and retaining consumers.
Keywords:
consumer behavior, gamification, Generation Y, e-commerce.
JEL Classification:
O30, M10.

Introduction
The development of innovative technology has generally attracted researchers’ attention,
especially in the retail context. Gamification is a new tool, that has been implemented in
social behavioral science as well as in software development with the purpose to motivate,
and influence subjects’ actions. In this context a need to further study the characteristics of
the modern consumer has emerged. Generation Y’s approach towards innovative technology
is different than in the case of previous generations. Their needs and desires are to be
involved in decisions and processes that include them, be it a social context, political, or
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economical one, which has led organizations to develop new ways to adapt and one popular
tool in this case is gamification.
The main purpose of this study is to follow the trends in e-commerce and identify
Generation Y’s approach towards new technologies and to offer some solutions to improve
consumers’ satisfaction, by using gamification as a tool.
1. Consumer satisfaction - adapting to Generation Y
Generational cohorts are groupings of people determined by similar traits generated by
common experiences. Sociologists have started analyzing these groups after the second
World War (Whitehouse, Flippin, 2017).
The modern consumer group is mostly formed of Generation Y or Millennials, people born
in the 20th century. One of their main traits is a positive approach to technology, especially
mobile phones. Their reliance on these devices is so strong that some studies have pointed
out a negative impact similar to drug use, like chronic stress or depression when the device
is not in reach (Augner, Hacker, 2012). Some users present physical symptoms linked to
anxiety and high stress and researchers named the behavior: No Mobile Phone Phobia
(Musa, Saidon, Rahman, 2017). The process of researching, or making purchases through
mobile devices has been name m-commerce and is part of e-commerce (Balasubramanian,
Peterson, Jarvenpaa, 2002). Today’s society has significantly changed compared to just a
few decades ago and this can also be seen in the relationship between customers and
suppliers. Markets nowadays are characterized by an oversupply of goods, most of them of
high quality, current generations are much more informed and educated than previous and
are more likely to make the proper choice when purchasing. Even if they don’t, they can
easily opt for complaining or changing their suppliers (Hill, Brierley, MacDougall, 2017).
Furthermore, a satisfied customer can positively influence others, and most people rely on
feedback from peers when deciding to make a purchase, as revealed also in the current
study. A measure taken by some businesses to gather feedback from customers is running
satisfaction surveys through their support teams. In the case of m-commerce, some studies
show a positive and significant impact on the satisfaction perceived by subjects when using
a mobile device to make purchases, generated by variables as: easy access to information or
fast speed of completing the transaction (Agrebi, Jallais, 2015). The impact of the internet
on the way consumers’ behavior has been shaped is compared to that of the Industrial
revolution. Studies show that there is a direct link between the quality of online services
provided by a company, consumer satisfaction and loyalty (Nisar, Prabhakar, 2017).
2. Gamification – an innovative tool in ensuring the satisfaction of new consumers
Gamification is an innovative subject that gained increased popularity in technology and
motivational and behavioral psychology in recent years. It can be defined as the use of
gaming elements, such as avatar, achievements, hierarchy through levels, challenges,
rewards, in non-gaming contexts (Werbach, 2015). Gamification can lead to increased
motivation in subjects, better retention of clients and overall improved results for a
company. It has already been used in fields such as: army training, healthcare, public
services, and learning.
Some studies show that more than half of all organizations have implemented in some
regard gamification in their processes or organizational software by 2015 (Benedikt et. al.
2018), thus the need for a better understanding of the topic is crucial.
Humans have enjoyed playing games since early history and, along with the development of
informational technology, the characteristics of the games played have changed.
Nonetheless, the motivations subjects have while performing this activity have remained the
same and implementing them in a business environment is an innovative approach
increasingly desired by companies. Thus, from an organizational point of view, using the

476

New Trends in Sustainable Business and Consumption

emotional mechanics of games, their utilitarian, hedonic and social value (Werbah, 2015)
can bring benefits for all parts involved. The utilitarian aspect refers to the extrinsic rewards
associated to the output of an activity, in gamification, the prize; this can be financial or in
the form of recognition through achieving a leadership position. The hedonic mechanics is
related to the enjoyment, the pleasure felt while performing this activity and it has an
intrinsic value, and the social value comes from the collective aspect of the activity, as
gamification activities are often based on social networks and online groups of users (Guang
et.al., 2017).
From a modern’s consumer point of view, gamification can cater to the needs of Generation
Y, as one of their main characteristics is the need to feel involved in social, civic or
organizational decisions or processes that involve them (Lissitsa, Kol, 2016).
3. Modern consumers’ traits in e-commerce
3.1 Research objectives
Generation Y is the most connected to technology from all social cohorts so far. Their
approach towards life in general and satisfying their needs, in particular, is shaped by this
context. Ensuring the satisfaction of these modern customers is a challenge for
organizations, thus a better understanding of their approach towards e-commerce and
innovative technologies is crucial.
The main objectives of this study is to analyze the approach the new consumers have on
innovative technology and identify their preferences when it comes to using the Internet,
and in e-commerce.
The study is based on the following hypothesis:
I1a The age at which new generations have access to mobile technology is continuously
decreasing.
I1b New generations use the Internet with an increased frequency compared to older
generations.
I1c Mobility and accessibility are the main requirements when using the internet
I2 While the new generations use the internet for socializing and e-commerce, older ones
use it mainly for information.
I3 The confidence of new generations is much higher in the use of online payment
instruments; this has a significant impact on the evolution of electronic commerce.
I4 Generation Y has a positive approach towards innovative technology such as artificial
intelligence or advanced cyber security.
3.2 Research methodology
Most new consumers that have currently reached maturity are significantly different from
the previous generations, in response to the development of the Internet and information
technology. The current research has focused mainly on this cohort, based on the
assumption that their preferences and needs shape e-commerce and stimulate organizations
to find innovative solutions, such as gamification, to ensure their satisfaction.
Thus, an exploratory quantitative survey of 116 e-consumers who belong to a generational
cohort of the Y Generation served as the respondents for the data analysis. The invitations to
reply to the questionnaire have been initially sent to a group of 600 subjects, during May to
June 2017, out of which 19% responded, meaning 116 responses, which represented the
core of this analysis. The survey ran through an online platform, and was based on a set of
questions, ranging from general to specific.
The main questions of the research were: What is the age of first time users of mobile
technology in Generation Y? How often does Generation Y use the Internet? What is the
main device used to access the Internet by Millennials? What payment methods does
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Generation Y prefer for online purchases? What determines the decision to buy online for
Millennials?
3.3 Results and discussion
I1a The age at which new generations have access to mobile technology is continuously
decreasing.
The results’ analysis shows that most Generation Y advocates have had their first mobile
phone in their adolescence, all replies ranging in the 7 to 18 years’ interval, as seen in table
no.1, with the highest percentage (63% of replies) between 11 to 14 years. Taking into
consideration the general development of society at that time and the availability of such
technologies, one can conclude that Generation Y did have access to mobile devices at an
earlier age, in their adolescence, than previous generations, thus the first hypothesis is
confirmed.
Table no.1 Age at which Generation Y members received their first mobile phone
Age interval
Percentage
11-14 years
63%
15-18 years
26%
7-10 years
11%
Source: Own research

I1b New generations use the Internet with an increased frequency compared to older
generations.
Most Generation Y respondents (94.8%) use the Internet several times per day, as seen in
table no.2, this frequency and the degree to which individuals rely on mobile devices
raising, on edge cases, the concern of addiction. The sites most frequented by respondents
are Facebook, YouTube and Google, hence the main activities are leisure, entertainment or
socializing. This constant need for Internet access has not been encountered in any previous
generation cohort, proving that the second hypothesis is validated.
Table no.2 Frequency of Internet usage for Generation Y
Frequency
Several times per day
Once per day
3-5 times per week
Less than 4 tims per month
I never accessed the Internet
Source: Own research

Percentage
94.80%
2.60%
0.90%
1.70%
0.00%

I1c Mobility and accessibility are the main requirements when using the internet
As seen in table no.3, Generation Y needs to be connected to the Internet continuously,
turning access to information technology into a basic need; they rely most on mobile
devices, which give them flexibility and independence. The results, thus, confirm the third
hypothesis.
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Table no. 3 On what device Generation Y prefers to access the Internet
Device
Phone
PC
Tablet
Phone and laptop
All of the above
Source: own research

Percentage
77.60%
18%
1.70%
0.90%
1.80%

I2 While the new generations use the internet for socializing and e-commerce, older ones
use it mainly for information.
Most of the respondents, 61%, choose socializing, through email or social platforms, as their
main activity on the Internet, followed by entertainment 23%, searching for information 9%
and online shopping 3% (table no.4). As revealed in a previous research that included a
survey ran on a random group including mixed generation cohorts, the main online activity
for previous generations (36% of respondents) was searching for information (Vasilcovschi,
2015). In conclusion, this hypothesis is validated as well.
Table no.4 Online activities preferred by Generation Y
Activity
Percentage
Socializing
61.20%
Entertainment
23.30%
Searching for information
8.60%
Work
2.60%
Shopping
2.60%
Games
1.70%
Source: own research

I3 The confidence of new generations is much higher in the use of online payment
instruments; this has a significant impact on the evolution of electronic commerce.
Although new generations are much more connected to the Internet and new technologies,
Generation Y respondents preferred paying on delivery for online purchases, as seen in table
no.5, with 35% of those that prefer paying on delivery, replying that they have never used a
credit card for online transactions. This can indicate a lack of trust in online security
measures or a lack of information about the solutions one can use to ensure a safe and
secure online environment for his transactions. Thus, the third hypothesis is invalid.
Table no.5 Payment methods preferred by Generation Y

Payment method
On delivery
Credit card

Percentage
71.30%
27%

Source: own research

I4 Generation Y has a positive approach towards innovative technology such as artificial
intelligence or advanced cyber security.
Current socio-economic changes are a measure of progress and development, still some
aspects such as improvement in information and education should represent a drive for new
generations of online consumers. The current study showed that Generation Y chooses a
certain site for e-commerce mostly based on the criteria of ‘quality customer support’, if the
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organization can provide fast and easy information and assistance about its products, with
49% of respondents choosing these criteria as very important. Aspects such as ‘use of
secure connection’ and ‘site speed’ have been ranked less important. Furthermore, although
quality support services are deemed important by respondents, most (44%) prefer using a
classic approach to contact support, by phone, instead of online platforms. Most feel that an
innovative approach to offering customer support, through artificial intelligence is not
satisfactory enough, only 4% opting for such a solution (table no.6). Hence the final
hypothesis is invalid.
Table no.6 Generation Y’s approach to artificial intelligence in customer support
Type of customer support
Percentage
Traditional
44%
Both chat-bot and traditional
39.70%
I don't know what a chat-bot is
12.10%
Chat-bot
4%
Source: own research

Conclusions
Modern society has seen an unprecedented development in information technology, which
allows easy and fast access to information, entertainment, socializing platforms and many
more activities. Of all the previous generations, Millennials are the most trained and
educated towards using these innovative technologies, they rely on mobile devices to fulfill
a wide range of activities to an extent that can actually be dangerous for their health. In this
context, organizations search for new ways to achieve competitive advantage and ensure the
satisfaction of new consumers.
Generation Y feels the need to be involved in social, economic and political processes that
concern them to a greater extent than previous ones.
New consumers see mobile technology as an integrated part of their lives and need to have
easy access to internet anytime and anywhere. Most of Generation Y has had access to
mobile devices since their early adolescence, thus using gamification as an organizational
tool to promote e-commerce, to engage or to retain, or even on a social level, in health or elearning, can be popular within this cohort. Growing up with games and further integrating
theme in non-gaming contexts of their lives can contribute to motivate, guide and stimulate
behaviors.
In contrast to previous generations, Millennials spend most of their online time socializing
and on entertainment activities, such as watching movies, listening to music or online
gaming, and less on targeted activities like searching for information. This aspect can prove
positive for implementing gamification, as it turns a regular activity into a form of
entertainment, thus engaging and retaining the user.
Although they are generally experienced in using technology, Generation Y takes an online
purchasing decision mainly on traditional market criteria, on the human factor involved and
the level of quality they could offer through customer support, rather than on on-line related
aspects such as security or site functionality. Furthermore, respondents considered that a
traditional customer support agent can offer better services than a chat-bot reliant on
artificial intelligence.
Gamification can create an environment that ensures consumer satisfaction by catering to
the needs of Generation Y, promoting an environment of socializing and entertainment, as
well as bringing value to organizations through behavioral psychology and software
innovations. Although their might be some hesitation towards edge technologies, such as
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artificial intelligence, Generation Y’s exposure to informational technology and needs of
being actively involved in decision processes can soften the gap.
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Abstract
Since the introduction of the Ecological Footprint concept, the researchers have analyzed its
main determinants and have tried to continuously improve the computing mechanism of
Ecological Footprint, taking into account different driving forces and using different
models. The difficulty of this process is fueled by the very complexity of the concept. In the
present analysis, three main pillars were outlined: Economic Development pillar (through
GDP per capita variable), Social Development pillar (through the Population with tertiary
education% variable) and Environmental Quality/ Pollution Pillar (through the Greenhouse
Gas Emissions variable), to which it was added a variable that characterizes the
sustainability of development and which has common points with all three pillars: the Share
of renewable energy (%).The multiple linear regression model developed brought together
the four explanatory variables and the Ecological Footprint of Production as the explained
variable. The results revealed that the four explanatory variables have a significant direct
influence on the dependent variable, the model explaining 79,5% of its variability.
Keywords
Ecological Footprint, Biocapacity, Biocapacity deficit/reserve, Regression model.
JEL Classification
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Introduction. Literature review
Increasing human pressure on the environment, extensive and, sometimes, chaotic use of
resources, global warming, new natural resource constraints have amplified the importance
of quantifying and monitoring ecological footprint. These developments lead to an increase
in the environmental footprint, to a decrease in the Earth's biocapacity and, as such, to the
decrease of the biocapacity reserve. Currently, according to the Global Footprint Network's
National Footprint Accounts 2017 Edition, the world needs 1.7 Earth planets to provide the
resources for everything it consumes.
Given the complexity of the concept, quantifying the components of the Ecological
Footprint is not very easy. The concept of Ecological Footprint was introduced by Rees &
Wackernagel, 1996, in “Our Ecological Footprint: Reducing Human Impact on the Earth”,
as an attempt to determine whether the environment resources and the nature regeneration
capacity can face the people higher demand. It has been performed over time using different
models, some of them been improved since then. Tang Wei et. al. 2011 identified the
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population as the most important driving force of Ecological Footprint; in addition, they
revealed a positive association of the urbanization process and the share of industrial GDP,
on one hand, and the Ecological Footprint, on the other hand. Kazutoshi Tanabe & Takahiro
Suzuki, 2013 considered various factors in accurately measuring the Ecological Footprint,
like the meat consumption, air pollution, population and land area or GDP. Thi Anh Dam et.
al., 2017 have taken into consideration the biocapacity per capita in order to explain the net
export or import of Ecological Footprint. Based on a cross-section regression model applied
on EU-countries, Magdaléna Drastichová, 2016 revealed a significant positive relation
between the Ecological Footprint and the standard of living. Hyung Cheal Ryu, 2005
revealed that education have a positive impact on personal ecological footprint, highly
educated people tend to increase their footprint, especially through the consumption of
goods and services and the shelter component.
Recent evolutions of Ecological Footprint
The Ecological Footprint includes the following components: Cropland, Forest land, Fishing
grounds, Grazing land, Built-up land and Carbon footprint. The last component – the
„Carbon”component - has the highest share in the total Ecological Footprint, of 60% for the
whole world. This component is an equivalent of the Forest Land required to annihilate CO
emissions from the use of fossil fuel (Global Footprint Network - National Footprint
Accounts 2017 Edition).
In many developing countries, an acceleration in the pace of development or the economic
growth can often be achieved through extensive, rather than intensive means, hence the need
to increase their environmental footprint, sometimes up to at unsustainable levels. On the
opposite side there are the developed countries, which have the largest ecological footprint,
although they have greater and advanced technologies to use of renewable energy.
According to the previously mentioned Report, low-income countries are characterized by a
balance between the Ecological Footprint and the Biocapacity, the Biocapacity deficit being
close to 0. The situation is changed for high-income countries: the Ecological Footprint
(consumption-based) is approximately two times higher than the Biocapacity, being
necessary the resources of 3,71 Earth Planets to cover their consumption. The gap is,
however, very large between the two categories of countries. Thus, the Ecological Footprint
of a high-income country is 6.42 higher and, correspondingly, its Biocapacity is 6 times
higher than the ones of a low-income country (Fig. no. 1).

Fig. no. 1 Ecological Footprint and Biocapacity
b) by income-category countries
a) By continents
Source: authors’ processing, based on data provided by Global Footprint Network,
National Footprint Accounts 2017 Edition.
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By continents, the supremacy is held by North America, with an Ecological Footprint of 8.6
global hectares per person (here, an important role is played by the United States of
America, which occupies –together with Canada, a leading place in the top world countries
by the Ecological Footprint), followed by Europe (EU) - with about 5 global hectares per
person. These continents have also the highest Biocapacity deficit. Among European
countries, Luxembourg has the highest Ecological Footprint (13,1 global hectares per
person), followed by Estonia (7,0 global hectares per person). Romania is among the
countries with a low environmental footprint ( 2.6 global hectares per person) and with an
approximately equal biocapacity. To the opposite side, Latin America has the largest
biocapacity reserve (2,5 global hectares per person) (Fig. no. 2).

Fig. no. 2 Biocapacity Deficit/Reserve (Global Hectares per Person)
Source: authors’ processing, based on data provided by Global Footprint Network, National
Footprint Accounts 2017 Edition.

Fig. no. 3. Correlation between the Ecological Footprint and the Human Development
Index
Source: performed by the authors, based on data provided by United Nations Development
Programm, Human Developments Reports.
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The scatter diagram between the Ecological Footprint and the Human Development Index
reveal a positive relationship between the two variables; the higher the social development
of human resources – the higher the ecological footprint (Fig. no. 3).
Data and methodology. The main results
The analysis aims at identifying the most important factors that can explain the variability in
the Ecological Footprint, using a multiple regression model, considering the productionbased Ecological Footprint. Three pillars were tracked, in order to find the explanatory
variables: the human resources (social development), the economic-development level, the
environment quality, to which it was added a sustainable component. Thus, the four
explanatory variables chosen were as follows (Table no. 1):
Variable
Gross domestic
product per inhabitant
at market prices,
(current prices, Euro
per capita) (GDP)

Table no. 1. List of variables
Pillar
Significance

Economic
development

Type of the
variable
Gross domestic product at market Explanatory
prices, (current prices, Euro per variable
capita)

% of population with tertiary
education in the population aged
15-64 years
Environment Greenhouse gas emissions per
Greenhouse Gas
quality
capita (Tonnes of CO2 equivalent
Emissions (GGE)
(pollution)
per capita)
Share of renewable energy in gross
Renewable energy
Sustainability
final energy consumption (%)
(RENEW_EN)
Ecological Footprint of
The area needed to produce goods
and services and the area needed to
production
(ECOL_FTP)
absorb
the
carbon
dioxide
emissions.
Source: made by the authors.
Tertiary education
(TERTIARY_ED)

Social
development

Explanatory
variable
Explanatory
variable
Explanatory
variable
Explained
variable

The data were provided by the EUROSTAT (Gross domestic product per inhabitant at
market prices, Population with tertiary-education, Share of renewable energy in gross final
energy consumption, Greenhouse gas emissions per capita) and by the Global Footprint
Network - National Footprint Accounts 2017 Edition (Ecological Footprint of Production)
and refer to 32 EU and non-EU countries. The correlations between the four independent
variables aren’t significant, they are low to medium. The data were processed using SPSS.
Previously, the main assumptions of the multiple linear regression model were tested: the
linear relationship, the residuals’ normality, non-auto-correlation of residuals,
homoscedasticity, and no or little multicollinearity. The histogram of the Standardized
Residuals and the Normal P-P Plot of Regression Standardized Residuals reveal that the
errors are approximately normally distributed (Fig. no. 4 and 5).
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Fig. no. 4. Histogram of the Standardized Residuals. Fig. no. 5. Normal P-P Plot of the
Standardized Residuals
Source: authors’ processing in SPSS, based on data provided by Global Footprint Network, National
Footprint Accounts 2017 Edition and by EUROSTAT.

In testing the multicollinearity between the explanatory variables, the Tollerance values
(higher than 0.2) and the Variance Inflation Factor (VIF – lower than 4) reveal that there is
no significant collinearity between the independent variables. (Table no. 2)
Table no. 2. Results on model parameters

Source: authors’ processing in SPSS, based on data provided by Global Footprint Network, National
Footprint Accounts 2017 Edition and by EUROSTAT.

The homoscedasticity of the residuals was tested by applying the White test, the results
revealing that the residuals have a constant variance. Also, the Durbin-Watson test showed
that the residuals are not auto-correlated (Table no. 3).
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Table no. 3. Model Summary

Source: authors’ processing in SPSS, based on data provided by Global Footprint Network, National
Footprint Accounts 2017 Edition and by EUROSTAT.

All the model parameters are statistically significant (using 0.05 significance level). The
positive values of the slope-parameters reveal significant positive correlations between the
explanatory variables and the explained variable; thus, the direct correlation between the
share of tertiary-educated people and the Ecological Footprint of Production can be
explained by the fact that employees with tertiary education level develop a more efficient
and productive activity, leading to a higher output obtained, and thus an increase in the
share of highly educated population implies an increase in the peoples’ demand on nature
and in a higher Ecological Footprint. The explanation of the she significant positive
correlation between the pollution level (quantified through Greenhouse Gas Emissions) and
the Ecological Footprint is obvious. Also, the model revealed a similar positive relation
between the share of renewable energy and the Ecological Footprint level, which can be
explained by the fact that usually, countries with a high Ecological Footprint of Production
are developed countries, which benefit to a large extent from high performance
technologies, for using and capitalizing the renewable energy sources. According to the
model results, the Ecological Footprint of the Production is likely to increase, on average,
by 0,156 global hectares per person, as a result of 1% increase in the share of renewable
energy, keeping the other explanatory variables unchanged; also, we expect an average
increase in the Ecological Footprint of the Production by 0, 087 global hectares per person,
as a result of 1% increase in the share of tertiary-educated population, keeping the other
explanatory variables unchanged; the explained variable is likely to increase due to 1%
increase in the Greenhouse Gas Emissions, maintaining all the other independent variables
at the same level.
The statistically significant regression model, through its four independent variables,
explains 79,5% of the variability in the Ecological Footprint. There is a strong significant
correlation between the combined explanatory variables and the explained variable
(Multiple Correlation Ratio 0,982) (Tables no. 3 and 4).
Table no. 4. ANOVA results

Source: authors’ processing in SPSS, based on data provided by Global Footprint Network, National
Footprint Accounts 2017 Edition and by EUROSTAT.
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Based on the previously identified regression model, the predicted Ecological Footprint
value for Romania is 3,73 global hectares per person (adjusted predicted value: 3,82 global
hectares per person), ranging between 2,86 and 4,61 global hectares per person. The
confidence interval is guaranteed with 95% probability level (Table no. 5).
Table no. 5. Predictions – Romania
Ecological Unstandardized Adjusted Standardized
95% Lower
95% Upper
Footprint
Predicted
Predicted
Predicted
Confidence
Confidence
(Production)
Value
Value
Value
Interval for
Interval for
Ecol_ftp mean
Ecol_ftp
mean
Romania
3,73419
3,81660
-,52848
2,86180
4,60658
Source: authors’ processing in SPSS, based on data provided by Global Footprint Network, National
Footprint Accounts 2017 Edition and by EUROSTAT.

Conclusions and future work
Over time, the researchers have analyzed the main determinants of Ecological Footprint, and
have tried to continuously improve the computing mechanism of Ecological Footprint,
taking into account different driving forces and using different models. The difficulty of this
process is fueled by the very complexity of the concept. In the present analysis of the
Ecological Footprint, three main pillars were outlined: Economic Development pillar
(through GDP per capita variable), Social Development pillar (through the Population with
tertiary education% variable) and Environmental Quality/ Pollution Pillar (through the
Greenhouse Gas Emissions variable), to which was added a variable that characterizes the
sustainability of development and which has common points with all three pillars: the Share
of renewable energy (%).The multiple linear regression model developed brought together
the four explanatory variables mentioned above, on one hand, and the Ecological Footprint
of Production as the explained variable, on the other hand. The results revealed that the four
explanatory variables have a significant direct influence on the dependent variable, the
model explaining 79,5% of its variability. The authors aim to improve the predictability of
environmental footprint for European countries, taking into account the particularities of the
country's economies in this area and to identify new significant elements in the
quantification of the Ecological Footprint.
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Abstract
The purpose of this study was to refute the hypothesis which states that companies in which
public authorities are involved fulfil their legal obligation to conduct energy audits and act
as role models.
For this study, only companies with headquarters in North Rhine-Westphalia and a
municipal participation of more than 25 percent were interviewed. A total of 44
participation reports were analysed and 204 companies were surveyed.
Based on these results, it was found that the hypothesis could, at least, be partly refuted in
light of the legal obligation.
Keywords
public authorities, energy efficiency, energy audit, DIN EN 16247
JEL Classification
K23, K32, L88, L97, L98, P18, Q01, Q04, Q48

Introduction
Although the public sector accounts for a relatively small proportion of total final energy
consumption in Germany, there is considerable potential for saving energy, for example, in
the areas of the energy-efficient renovation of public buildings or lighting.
Owing to federalism in Germany, 16 federal states and around 11,000 municipalities in
Germany also play a major role in increasing energy efficiency. Thus, subnational units
together account for about two-thirds of the total energy consumption of the public sector
(BAFA, 2018).
In addition to its economic importance, the public sector also has a role model for society.
Their energy efficiency measures add additional interest and persuasiveness to the desire to
promote energy-efficient behaviour among private actors.
In recent years, a number of legislative acts have been adopted at the European Union level,
with measures and arrangements for increasing energy efficiency. The new Energy
Efficiency Directive (EED) was adopted in 2012 as an essential part of the European Union
energy policy (European Parliament, 2012). The German act on Energy Services and
Further Energy Efficiency Measures (EDL-G) was adapted in 2015 as part of the
implementation of EED (Bundestag, 2015).
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The EDL G now obliges a large number of German companies to conduct an energy audit in
accordance with DIN EN 16247 1. Not only are all the so-called non-SMEs affected but also
the companies that actually fulfil the SME definition in terms of size and turnover if they
have a municipal investment over 25 percent (BAFA, 2015).
These regulations, therefore, also particularly affect municipal companies as they too are
included in the auditing obligation.
The question that arises with this implementation is whether or not the public authorities are
aware of this legal obligation and fulfil their function as role models.
In addition to this legal obligation and under the aspect of the existing model role for the
public sector to use energy services and to implement energy efficiency measures, the
author would like to refute the hypothesis which suggests that companies with public
participation fulfil their role model function.
The author assumes that the companies concerned are not fully aware of their legal
obligation to implement energy audits and that they are not acting as role models.
The presumed effect is empirically demonstrated by this study and, in this way, the above
formulated hypothesis is rebutted. In this manner, the author wants to provide important
insights for the entire energy policy research field so that better legal decisions can be made
in the future.
Methodology of Research
First, a literature search (Method 1) on the number of public sector enterprises was carried
out. In a subsequent step, the companies concerned were questioned (Method 2) on whether
they had carried out an energy audit (with expected responses of yes or no).
1. Literature Review
Germany initiated a far-reaching transformation of its energy system, the so-called
“Energiewende” meaning “energy transition” (BMWi and BMU 2010). Alongside
intensifying the use of renewable energies, reducing energy consumption by increasing
energy efficiency is a key pillar of the Energiewende. The Energy Concept also includes
ambitious energy efficiency targets for Germany (Schlomann, Rohde and Ringel, 2016).
The structure of the Germany’s targets according federal authorities is illustrated in
Energiewende Monitoring Report (2016) as in fig. no. 1.
With the National Action Plan on Energy Efficiency (NAPE), the Federal Government has
launched a comprehensive strategy to deliver on the energy consumption goal, defining
immediate actions and farther-reaching work processes in order to meet the national
efficiency and climate goals. In order to achieve goals, the NAPE defined cross-cutting
measures designed to reduce energy consumption on the demand side for the following
important action areas of energy efficiency policy:
 Step up energy efficiency in the buildings sector
 Establish energy efficiency as a business model and a model for generating returns on
investment. For exemple, in the field of renewable energy, the political statements in
Germany and the macroeconomic perspective present a big trend in expansion of new
renewable energy plant. For several reasons, like delayed taxation and supervisory
regulations, the investments of the private sector in renewable energies are impeded.
Nonetheless, beginning by end of 2014, investments have arisen. Especially institutional
investors are looking for adequate returns of their investments to fulfill obligations in
context with their statutes (Maftei, Stiegler and Ulrich, 2017).
 Increase personal responsibility for energy efficiency.
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Fig. no. 1 Structure of the goals of the Energy Concept
Source: The Federal Ministry for Economic Affairs and Energy (BMWi), 2016. Fifth “Energy
Transition” Monitoring Report. The Energy of the Future. 2015 Reporting Year, Publisher BMWi,
Public Relations. Berlin https://www.bmwi.de/Redaktion/EN/Publikationen/monitoring-report2016.pdf?__blob=publicationFile&v=11

For the industry, the implementation of the European Energy Efficiency Directive
(2012/27/EU) in Germany followed a two-step approach differentiating SMEs and nonSMEs (Weber, Mateescu, Lange and Rauch, 2016).
One of the central measures in the area of energy efficiency is mandatory energy audits for
non-SMEs, in order to identify potential for energy savings in company energy supply
systems and provide incentive for the introduction of an energy management system to ISO
50 001 (BMWi, 2016).
This measure is based on the Energy Services Act that requires large businesses (nonSMEs) to perform energy audits according to EN 16247-1 by December 2015, and every
four years thereinafter, or alternatively introduce an energy management system to ISO
50001 or an environmental management system to EMAS by 31 December 2016. Up to
50,000 businesses in Germany fall under the rules for mandatory energy audits. The energy
management systems might experience a much higher rating going forward, as with the year
change to 2015, several legal regulations became effective in Germany conditioning the
implementation of energy management systems and for smaller enterprises (<250
employees) alternatively specific energy audits following defined requirements (Weber,
Olaru and Surugiu, 2015). The Federal Office for Economic Affairs and Export Control is
responsible for the enforcement of the law. In 2016, it conducted a representative number of
spot checks to check compliance with the requirement for mandatory energy audits.
For this study, systematic business research based on municipal investment reports was
conducted between February and June 2017. The study was mainly carried out online on the
respective municipal websites and by means of telephone inspections on the participation
reports of respective municipalities. In accordance with the legal requirements, an
investment report must contain information about
 the fulfilment of the public purpose,
 the financial impact of the investments,
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 participation ratios, and
 the composition of the organs of society.
The focus was on publications with regard to shareholdings from the calendar year 2014.
The research area can be divided into the following three main parts:
 Federal state participations
 Circle participations
 Municipal investments
North Rhine-Westphalia consists of a total of 396 politically independent cities and
municipalities. These are distributed over 271 cities and 125 other municipalities. In the
context of this study, only participations at the municipal level in North Rhine-Westphalia
were analysed.
The aim of this literature research is to identify companies with a municipal participation of
more than 25 percent and to question them in the context of a downstream survey with
regard to completed or unperformed energy audits.
1.1 Sample size of the Participation Reports to be Analysed
The following Formula (1) (Kauermann and Küchenhoff, 2011) was used to determine the
minimum sample size of the participation reports to be analysed:
(1)

, where
n
N
e
z
p

= minimum sample size
= population size
= margin of error; is the percentage in decimal notation
= confidence level (as z value)
= proportion of the sample components that have the explored feature (when ‘p’ is
unknown, it is considered equal to 0.5—the corresponding maximum
dispersion)
To determine the minimum sample, the coefficients of the aforementioned formula have the
following values:
N = 125
e = 0.1
z = 1.65 (corresponding to a confidence level of 90 percent)
p = 0.5 (corresponding to the maximum value of dispersion)
By entering the value quantities N, e, z, and p in Formula (2), a value of 44 participation
reports for the minimum sample size resulted in the following equation:
(2)

1.2 Sample Size of the Companies to be Questioned
The analysis of the 44 participation reports showed a result of 432 affected companies. The
aforementioned Formula (1) was used to determine the minimum sample size of the
companies to be questioned. To determine the minimum sample, the coefficients of the
aforementioned formula have the following values:
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N
e
z
p

= 432
= 0.1
= 1.65 (corresponding to a confidence level of 90 percent)
= 0.5 (corresponding to the maximum value of dispersion)

By entering the value quantities N, e, z, and p in Formula (2), a value of 59 companies for a
minimum sample size resulted in the following equation:
(3)

Survey
To conduct the study, organizations that perform sovereign tasks were excluded from this
survey. For example, responsibilities in the areas of security, police, and justice as well as
the responsibilities of publicly funded educational institutions and the management of statecontrolled social security systems were excluded (BAFA, 2015).
To complete the research, 204 companies were consulted. The planned telephone
interviews, among other things, dealt with the following main questions:
Question 1: Are you aware of the legal obligation to conduct an energy audit?
Question 2: Have you checked whether your business is affected?
Question 3: Did you do an energy audit?
Question 4: If not, now that you are aware, will you be doing an energy audit?
Research Results
The results of the evaluation criteria are shown in Figure no.2. The research findings for
Question 1 show that more than half (55%) of the surveyed companies were unaware of the
fact that there is a legal obligation to conduct energy audits.

Fig. no. 2 Results of the survey
Source: author

The research results for Question 2 show that of the remaining companies (45%), four-fifths
have checked whether their organization is actually affected. Further action has not been
taken by 19 companies.
The research results for Question 3 show that a quarter (25%) of all the companies surveyed
conducted an energy audit. In terms of the companies that know the law, 55 percent have
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carried out an energy audit. In terms of the group of companies that tested their organization
positively, 70 percent performed an energy audit. Twenty-two companies did not carry out
an energy audit, despite their knowledge and positive assessment.
The research results for Question 4 showed that more than half of the companies that
answered ‘No’ in response to Question 1 will not conduct an energy audit in the future, even
though they are now aware of the legal obligation.
Conclusion
The research carried out exhibited that 75 percent of the companies surveyed did not carry
out an energy audit and thus could not exercise their role model function; this large number
could be due to a lack of knowledge.
Thus, as an initial idea, we can take into account that only companies that have legal
knowledge can act as role models.
Above all, the special feature of size-independent classification as a non-SME has to be
taken into account. A company is considered to be a non-SME even if 25 percent or more of
its capital or voting rights are directly or indirectly controlled, individually or jointly, by one
or more public bodies or public-law entities.
As a further idea, we can take into account that the assessment of whether a company is a
so-called ‘non-SME’ and thus is obliged to carry out an energy audit, which is the
responsibility of the company itself and can, therefore, lead to uncertainties.
The fact that companies alone are responsible for determining whether they fall within the
scope can be identified as an essential criterion. The information gained from this research
will be used at a later stage in order to develop recommendations for politics and
enterprises. Detailed policies could help companies make lawful decisions.
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Abstract
Romania is one of the countries that came out of the communist regime relatively recently
and tried to make a new way by adopting a democratic regime. In the context of this regime
change, an analysis of the Romanians' living has become a necessary initiative. The paper
tries to analyze the changes over the last 20 years with access to studies on living conditions
since the 1990s just after the fall of communism. It is interesting to analyze how the
Romanian society has changed in the 20 years of democracy, and it is possible to clearly
observe in the statistical data how influence factors such as economic crises have affected
the quality of life.
The paper presents a series of data that leads to a correlation between the welfare of the
individual that comes from a good economic status and the quality of life. This work focuses
on data such as the subjective perception of people on the level of quality of life, as it can be
seen how these perceptions vary in the context of periods of well-being and in times of
economic crisis. Another part presents comparisons between the perception of the quality of
life before 1989 and the present, while at the same time it can be noticed how different
social categories perceive the changes brought about by a new political and economic
system.
Keywords
financial crises, quality of life, income, saving
JEL Classification
G01, D15

Introduction
Lately, the quality of life in Romania has been influenced by the emergence of the financial
crisis. Recent studies show deterioration in quality of life for a number of indicators,
comative with existing statistics up to the year 2000. Among the elements indicating a low
percentage of quality of life, we can enumerate the population's concern about insufficient
veins, lack of jobs, as well as rising prices and rising taxation (Baltatescu, 2009).
The chapters where Romania is better positioned are those such as relations with neighbors,
home and family. Income is one of the chapters in which people are bad, with 1/3 of the
population believing that their earnings strictly meet their basic needs (Zamfir, C., 1984). A
significant percentage of the population, 46% think they can not cover their expenses each
month. In the context of the economic crisis, 2010 reveals the impact that the crisis has had
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on the population, considering that the living conditions worsened compared to the previous
year in a percentage of 74%.
As far as education is concerned, 32% of the population thinks the educational system is
bad, while 31% think it is good. For example, in 2006, the education-related trend towards
people's satisfaction is depressing, and this can also be caused by constant changes to the
education system. It is estimated that, in addition to legislative changes and elements such as
the quality of teaching staff, and the deterioration of school buildings, they have affected
people's perceptions of this area (Baltatescu, 2003).
In the health-related chapter, 46% of respondents believe that their health is good and very
good, while another 28% find it satisfactory, and 26% consider it bad and very bad. The
statistics thus indicate that a considerable number of people have health problems. This is
also due to the lack of prevention, few people questioned saying they go to regular checks
(43%). An overwhelming percentage of the population reaches the doctor only when faced
with signs of illness (55%).
The most important indicator of the life of the Romanians, related to the quality of life, is
that of the family. When it comes to satisfaction, it seems that the family offers the highest
degree of satisfaction with their life. In very high percentages, the country's population
thinks that relationships within their families are positive, so this chapter is an important
source of stability for people (Marginean and Balasa, 2002).
At the social media level, the Romans predict this chapter largely negatively. They are not
satisfied with the trust in other people and also when it comes to safety. Another element
worthy of mention here is related to the negative perception that people have about the
changes that occurred after the revolution. Thus, at the level of 2010, a significant
percentage of people, 54%, considered that the changes that occurred after the revolution are
negative, compared to only 13% who consider that the Romanian society has evolved in a
positive way after the revolution.
Paper Body
1. Estimated earned income households
Chapter on income is, overall, one of those areas with negative impact on living standards in
Romania. When it comes to citizens' perception of their level of satisfaction with household
income, the vast majority, 35%, think family income is bad and very poor, while only 24%
are satisfied with the level of income, considering them good and very good.
Also, when it comes to meeting needs with existing income, the vast majority of people say
that in the best case the acquired resources cover the basic needs: 34% think income only
covers basic needs, while 31% are that income does not cover even the basic needs.
Unfortunately, the trend of recent years shows that the income of the population has not
increased considerably compared to the basic needs considered. Thus, achieving a high level
of perceived well-being is a hard target for people. 2003 is considered as the year when
more people began to declare that their income covers a reasonable life.
Unfortunately, the percentage of 31% corresponding to the option where incomes are not
enough to meet basic needs is relatively unchanged compared to the level reported in the
mid-1990s. So the subjective threshold of poverty remains unchanged. Although it is quite
possible that people's expectations have increased with the passage of time.
While in the 1990s people were not very well aware of the living standards of citizens in
developed countries, recent studies indicate reporting the subject of a number of people who
have begun to see their living standards in Western countries as a result greater openness
and increased information. It is quite possible that people who now feel dissatisfied with the
level of income that does not provide their basic needs have now more satisfied needs than
in the 1990s. That is why these studies must be interpreted with this in mind, since the
expectations people are a subjective factor that evolves over time as a result of the evolution
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of a society and the level of openness in formation and globalization it reaches (Laertions,
1998).
It is noteworthy that people claiming that the income they receive is not enough to meet
minimum living needs, most often they are people with a rather low level of education,
namely persons who have never attended school or who have at most completed primary
education, 1-8 classes. There is also a close correlation between the level of education and
the level of satisfaction with the income / needs ratio: as the interviewed subjects had more
years of active education, their financial situation was better and they could afford to meet
have more needs. Thus, those who are able to acquire more expensive but hard work
products are people who have at least post-secondary studies or have higher education.
People with the lowest living standard seem to be retirees and farmers. Of the people who
consider that their income does not even cover their basic needs; most of them are
pensioners and farmers: 26% of those who said this are retirees and 35% are farmers.
This situation once again reveals that for a considerable number of pensioners the pension is
not enough. This situation is most common among pensioners who, during the communist
era, worked in the Agricultural Production Cooperatives (CAPs), and they have low levels
of retirement. As far as farmers are concerned, this is an area where you can hardly get
decent earnings. Turning agriculture into a business is a difficult thing, as long as there is no
association between landowners. Profitable agriculture can be done only if there is a
significant area of land, which also has a high degree of compaction. So, if farmers continue
to be in the current state of organization, it is hard to believe that their income will evolve.
2. Savings (INS, 2018; Eurostat, 2018)
Savings have been on a downward trend since the 1990s, a trend that continued until 2010.
It is worth noting the steep fall in the savings rate between 2006-2010, the most likely cause
being the increased financial resources that were needed in the context of the economic
crisis. This decline can be generated either by a loss of work for people who in the past were
accustomed to saving (they cannot save), but it can equally be an increase in credit, which
may have urged its people spends more, the monthly installments then pushing on their
monthly income.
If we report to people who have failed to save, 46% of them said they could not cope with
the previous month's expenses. This is worrying, evoking either heavier living conditions, or
a lack of proper management of existing resources, which is also correlated with poor
financial education (Rebedeu and Zamfir, 1982).
3. Poor-rich scale (INS, 2018; Eurostat, 2018)
Another interesting way of seeing how Romanians are valued on the basis of material
welfare is confronting a scale of 1 to 10, from which they are asked to choose the value that
suits them best when it comes to the level of financial satisfaction , defined here by the
poor-rich scale. When asked where you are placed on a scale of 1 to 10, where 1 means
poor, and 10 rich, 45% chose grades up to 4 inclusive, 31% (the largest group) chose 5 and
the rest 22 % chose grades starting from 6 up including (2% of people did not respond).
It is worth mentioning that in the study the two extremes. Both rich and poor, may not be
adequately represented, so a generalization of the country's population should be made with
this observation (Zamfir, E., 1997). As a result of this chart, we can interpret the fact that
most of the respondents consider neither the poor nor the rich, with the 5 most votes (31%).
It is worrying and the evolution of the population group that has chosen grades 1 and 2,
cumulating 14%. Thus, according to their own subjective assessment, they have a very low
standard of living.
By comparing the situation in 2010 with that of other years, we can see that the percentage
of grades 1-4, which indicates poverty, has been on a downward trend since the 2000s.
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Thus, people who chose scores between 1 and 4 were 43 % in 1994, in 1999 they grew
aggressively to 58%, in 2006 they were 47% and in 2010 45%.
Again it is surprising the percentage recorded in the period immediately after the revolution,
when 43% of the population think it's rather poor, a percentage that has not been achieved
yet in the 2010 assessment. This may also be due to the scale of values, in the immediate
aftermath of the revolution, there is no awareness, as now, of living standards in developed
countries (Zamfir, E., 1997). It is possible that the stock scale also has changed since 1994.
But these considerations are more valid for those who have chosen grades 3 and 4, notes 1
and 2 representing more extreme cases of poverty. Otherwise, the percentages indicate a
decrease in those who are rather poor (range 1-4) and a continuous appreciation especially
reported at 58% in 1999. Indicators that represent more extreme poverty, grades 1 and 2,
had a level of 10% in 1994, 20% in 1999, 15% in 2006 and 14% in 2010.
Although these percentages have fallen in 2010 compared to 1999, it is noteworthy that 10%
of people who consider themselves to be in a state of extreme poverty in 1994 are low. This
is somewhat surprising since the inception of the 1990s was characterized by instability and
inflation reaching very high levels. When it comes to identifying with a certain social class,
43% of people think they are part of the working class, 33% said they belonged to the
middle class and 22% said they were part of the peasantry. A percentage of 1% said it was
part of the upper class.
4. Health services and health (INS, 2018; Eurostat, 2018)
Statistics show that Romanians appreciate that their health level on a scale of 1 to 5, the
average of the results is 2-3, 46% of the population consider it good and very good health,
28% consider it satisfactory, and 26% think it bad and very bad. Those 26% who consider
their health condition to be bad and very poor, most likely are mostly in the most vulnerable
categories of health degradation: the elderly, the smoker. Prevention also plays an important
role. People who seem unsatisfied with their health are most likely among those who have
not adopted a prevention attitude. Prevention is only adopted by 43% of the population; they
say they are going to routine controls, compared to 55% of people who reach the doctor
only when they think they are sick.
There are also gender differences when it comes to assessing health: 21% of men feel that
their health is bad or very bad, while 30% of women say the same thing.
Health is a second part of the quality of life that is conditioned by education. As noted in the
above-mentioned statistics, people with higher education say they are most satisfied with
their health - 70% have good health and good health, while 22% consider it satisfactory.
This is because of greater access to resources, allowing them to take more care of their
health. Also, educated people better understand the risks they are exposed to and are more
prone to adopt prevention strategies.
A person with higher education is also characterized by greater appetite for information
about healthy lifestyle, or eating habits. As a matter of fact, the habit of education in the
profession and in the faculty is also reflected in the field of health, and they also develop a
series of basic knowledge in this field, accessing various medical information.
In comparison, people with unfinished general school accuse the greatest health
deficiencies: only 17% say they have good health and very good health, while 67% of them
think their health is bad and very bad. The very large differences between two close
categories, namely those who did not complete a general school and those who finished
school, reveal the importance and impact of basic knowledge (biology, health education) on
health. As for age, there is a close correlation between aging and health. Health has a
significant decline especially for people over 65 years of age. This is especially true for
people who have not been on prevention and have not had a healthy lifestyle.
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5. Primary social insurance (INS, 2018; Eurostat, 2018)
Overall, feeling about primary care is positive. In addition to the fact that in 2010 84% of
the respondents qualified as a minimum satisfactory level of healthcare, we can also see an
upward trend in our good and very good opinion, in increasing growth since 1990. Also, the
number of people say dissatisfied is on the downside.
The only notable differences when it comes to assessing health care occur when we compare
the views of the country's residents with those in the city. Those in the rural area appreciate
these services in a higher percentage. This is most likely due to the lower expectations of
rural people. This growing positive sense of healthcare can be attributed to the evolution of
technology and new technologies, diseases and drugs, as well as the diversification of
services and the emergence and development of pharmacies and private hospitals.
6. Unemployment and employment (INS, 2018; Eurostat, 2018)
A stable job is a desideratum for many of the Romanians. Work is seen as an element of
stability for them. Unfortunately, the crises that have hit the Romanesque society over time
have also had a major impact on the employment rate. After the 2007 financial crisis began
to feel in Romania, the unemployment rate began to rise immediately. The financial crisis
began to be felt in Romania in 2009, when unemployment reached 6.29%, after four
consecutive years of continuous decrease in unemployment. 2010 was the peak in terms of
the impact of the economic crisis on the unemployment rate. Unemployment rate reached in
2010 to 7.6% unseen in Romania since 2003. Fortunately, 2011 was the year that signaled
the return to better conditions, the unemployment rate dropping to lower values, 5.38%,
respectively. That in 2013 it will reach 5.21%.
In absolute terms, the number of unemployed reported in December 2013 is higher than the
numbers for the similar period of 2011 and 2012. The number of unemployed in December
2013 was 512333, up from the level of 461013 in December 2011 and 493775 in December
2012.
Age groups that are most likely exposed to an increased unemployment rate are those
between 40 and 50 years of age, with 137337 unemployed, followed by the 30-40 year
group by 110955. The lowest unemployment rate is registered in the age group 25-30 years:
38086.
Despite this data, unemployment is not exactly the most relevant tool by witch waken see
the deficiencies in the labor force. The problem with unemployment is that only those who
have filed for unemployment are registered in these statistics, after a period of one year they
are taken out of statistics. Thus, even if a social problem remains, unemployment data may
reveal something else. On the contrary, data relating to people without employment and
lacking the most basic income, or unemployment, would be very interesting to analyze.
When it comes to the structure of the fields of activity, agriculture dominates the ranking by
28%. This number is well above the European Union average of 4.7% of people engaged in
agriculture in 2009.
7. The family (INS, 2018; Eurostat, 2018)
The family is considered by the Romans as the most important source of stability and also
the most relevant domain. Although the classic model of cohabitation, coupled with children
is the most common, single parent families and consensual unions are increasingly common
ladies. The appeal to the classical family system is also relevant to the percentage of 2/3 of
the population who is married. The average family size was estimated in 2010 at 3.29
people, with 50% of families being made up of 2 or 3 people.
When it comes to children, Romanians most often have one child. This is also due to the
financial stability that every family perceives. Heavier living conditions can only encourage
a family to be limited to one child. Over 50% of families have no children under 16 years of
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age, around 25% of families have one dependent child, while 15% have two children in their
care and only 4% have 3 or more dependent children . Poverty cases are more common in
families with 2 or more children.
When it comes to people's satisfaction with family relationships, it has remained constant
over the years, with very small variations. Only 1999 saw a 7% decrease in the average of
87% (1991) people who consider good and very good relationships, most likely due to the
economic challenges that have affected the well-being of families and lead to creating
tensions. The happiest of family life are married people and those who have never been
married. In this case, the level of education is also a good indicator for satisfying family
relationships: 44% of people with higher education consider family relationships as very
good compared to those without school or with unfinished primary school which in
percentage only 20% declare family relationships as very good.
Young people are the ones who evaluate the most positive family relationships, while the
elderly are the ones who offer the most negative evaluations. Young people aged 18-24 in
40% consider very good family relationships, compared to 18% of over 65.
Conclusions
Romania faced many difficulties during the transition from a closed, socialist, communist
regime to a market economy. The major differences in the two philosophies of thinking
have put their mark on the way in which this passage has been made in Romania. It has been
difficult for the Romans to adapt to this new system, which puts even more emphasis on
economic development, added value, competitiveness and entrepreneurship.
The study reveals to great extent dissatisfaction among the people when it comes to the
quality of life. Several indicators have reached the level of 1999, while others have fallen
below these values. If we refer to indicators with the highest positive values (where the
positive answers are over 50%), we can conclude that the positive factors for the Romanians
are represented by indicators such as family, housing and relations with neighbors. Instead,
the Romanians' biggest fears are related to insufficient incomes, low accessibility of jobs
and tax fears and rising prices.
Another very important conclusion that results in this work is related to the place where
education is concerned when it comes to people's satisfaction with the quality of life.
Education is closely correlated with higher incomes, with higher optimism, better health,
and assimilation of economic principles such as saving; therefore the level of education is
one of the best indicators when it comes to predicting the satisfaction of an individual with
his or her life.
Even if many of the Romans are skeptical about the future of our country and how this new
democratic system is superior to the Communist, these people will be able to see with time
the effects of economic growth and rising living standards on the quality of their lives. The
current study shows, not to forget, the subjective estimates of people. And as many of them
are still nostalgic after the communist era, we can also think if this nostalgia is real. Are the
challenges that we are now facing are not they exaggerated, in the way that the difficulties
in the communist era are forgotten too easily and only the positive memories of the socialist
era are left?
Certainly, the Romanians have gained one thing that is freedom of speech. By comparing
with the past, we can now see through clear data the way people look at society, with good
and evil. In the past, when criticism was not allowed, we now have a clear starting base
through which we know the things we have done and are good in our society, and we also
know our weaknesses where we need to work on which we need to improve.
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Abstract
The fast and changing trend in media has challenged advertisers to develop new and
innovative forms of advertising in order to be able to attract the consumers’ attention.
Celebrity endorsement is one form to attract the attention of the consumers towards the
advertising. Celebrities have an increased attraction potential and besides consumers have
the tendency to imitate their behavior. Therefore if the star wears or consumes a certain
product, this will have an impact on the consumers. In order to be successful, there should
exist a match between the personality and the lifestyle of the celebrity and that of the
advertised product. Despite this, the celebrity might have an overshadowing effect on the
advertised product. In this paper, we analyze with the help of an eye-tracking experiment,
which are the elements with the highest attraction potential in an advertising with endorsed
celebrity. The results of the experiment for a perfume advertisement, with a male film
industry celebrity, show that the consumers have first watched the logo of the product and
that they have spent more time watching the celebrity.
Keywords
Eye-tracking, celebrity endorsement, advertising, neuromarketing
JEL Classification
M10, M31

Introduction
In a world with an intense and dynamic competition, one of the biggest challenges of
advertising is to be remembered and to have an impact on consumers. In this sense, celebrity
endorsement has appeared to be a real opportunity to promote products, as famous people
have an increased attraction potential and a power to influence consumers. Most of the
researches about celebrity endorsement have focused on the match between the celebrity
and the advertised product. In order to promote in a credible way, the celebrity has to share
the same values, the same attitudes and have the same behavior as the advertised product.
Besides the celebrity can increase the perceived value of the product (Puja, 2007) and it also
associates it with a certain social position. All these aspects seem to matter for consumers
and therefore have a positive impact on the sales of the advertised product. Recent research
has shown that there is also the possibility that celebrities should distract the attention of the
consumers from the advertised product. In this article, there have been presented the results
of an eye-tracking experiment having as objective the determination of the attention catcher
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in a perfume advertising endorsing a male film industry celebrity. The analysis focuses on
the attractiveness of the different elements of the advertising.
Literature Review
In the past years companies have faced more frequently the challenge to catch the attention
of consumers by the advertising they have designed. A strategy in this sense has been the
endorsement of celebrities in advertising. Celebrities are famous people, who have gained
the public recognition (McCracken, 1989), by activating in the film, music, television,
sports or other industries that are interesting to the large public. The performance and
success of the celebrities in their activity has increased the popularity of their name and
have therefore a higher power to attract the attention of the consumers (Hoffstäte, 2007).
Moreover, in many cases the consumers have the tendency to imitate their behavior.
Moreover the celebrities have a high media exposures, which can also have an effect on the
advertised products.
In order to increase the efficiency of celebrity endorsement in advertising, several
researches have been carried out about the elements which contribute to its performance.
Some researchers have shown that celebrity endorsement has an important influence on the
attitudes of the consumers and also on their purchase intentions (McCormick, 2016;
Zamudio, 2016). The effect of advertising is higher if there is a higher identification
between the celebrity and the advertised product (Albert et al., 2017). For instance the
credibility of a celebrity is transferred to the brand, by increasing its credibility and by
developing a favorable brand attitude (Wang et al., 2017; Nistoreanu et al. 2017).
Consuming the products endorsed by celebrities makes the consumers believe that they are
closer to the stars and that they share their beauty and glamour. In the nowadays society
consumers buy certain products not only to fulfill a certain need, but also to gain social
status. Wearing or using celebrity endorsed products, can increase the social status of the
consumers by being associated with that of the celebrity. Wearing a certain brand is
especially important for the young generation (Popa & Pelau, 2016). Besides all the glamour
associated with famous personalities, there are also researchers who believe that the
celebrities can have an overshadowing effect in advertising. They have the power to attract
the attention of the consumers and consumers have the tendency to focus their attention
towards the celebrity and neglect hereby the advertised product (Erfgen, et al., 2015). In this
article, we examine with the help of an eye-tracking experiment the attention of the
consumer towards different elements in an advertisement with celebrity endorsement.
Methodology of Research
In order to analyze the attention of the consumer, we have organized an eye-tracking
experiment. Eye-tracking is a methodology that helps researchers to analyze and understand
the visual attention of an individual. With the help of this method one can determine where
a user looks at an advertisement, how long he keeps his eye on a certain point and one can
follow the path of his eyes. With the help of such research, we can understand the whole
experience of a user, while he is viewing a commercial (Rosca, 2017). So we can notice
what the user cannot describe, because it is unconscious for him. Eye-tracking allows the
researchers to observe the position of the eye and to understand where the user is actually
looking. These modern tools rely on a method called corneal reflection. The eyes are
illuminated so that their reflection can be discovered and tracked. The eye tracking tool can
analyze the movement of the eyes and the three attributes location, duration and movement
can be accurately determined (Rosca, 2017).
In our experiment, we have chosen one commercial for a renowned perfume brand. The
advertisement contained an internationally recognized male celebrity from the film industry.
The sample of the experiment contained 24 participants (15 female participants, 9 male
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participants, with ages between 20-30 years). The participants had to watch the commercial
for 10 seconds on the same screen, while the eye tracking data have been registered by the
eye tracking tool. In order to be able to analyze the results we have defined the following
five Areas of Interest (AOIs) from the print as presented in table no. 1. The AOI are
subareas from an advertisement, which can be selected in order to measure specific
indicators for them. For example, if there are people in the advertisement, you can separate
the body from the face using AOI and then measure the KPIs for the selected zones.
Table no. 1. Description of variables
Variable
Description of variable
AOI 001
Face of male film industry celebrity
AOI 002
Hands of male film industry celebrity
AOI 003
Price of the product
AOI 004
Product
AOI 005
Brand of the product
Source: Own determination of variables

The defined areas are the following: the face of the male film industry celebrity (AOI 001),
the hands of the male film industry celebrity (AOI 002), the price of the product (AOI 003),
the product (AOI 004) and the brand of the product (AOI 005). For each of the five defined
area, the key performance indicators have been calculated and analyzed.
Research Results
In order to measure the impact of the commercial with endorsed celebrities on the
consumer, we have calculated, with the help of the eye-tracking tool several Key
Performance Indicators (KPIs) like sequence, entry time, hit ratio as it can be observed in
table no. 2. These KPIs give us valuable statistical information about the advertisement after
watching it such as the elements of a picture viewed by the participant, the number of
participants in the experiment, who have looked at a certain element, the order of watching
the elements of the advertisement.
Table no. 2. Key Performance Indicators for the Eye-Tracking Analysis
Variable

Sequence

Entry
time
(ms)
AOI 001
2
2234.6
AOI 002
4
2648.2
AOI 003
5
2801.3
AOI 004
3
2536.3
AOI 005
1
388.9
Source: Own research results

Average
fixation
(ms)
520.2
304.7
551.2
268.8
259.7

First
Fixation
(ms)
404.1
233.4
561.1
228.8
204.2

Dwell
time
(ms)
1291.4
1469.3
1320.7
1257.7
2404.0

Dwell
time
(%)
16.6%
18.9%
17.0%
16.2%
31.0%

Hit
ratio
(%)
100%
75%
87%
100%
100%

The sequence shows the order in which a certain AOI from the advertising was observed by
the participants. It is calculated based on the average of the entry times in milliseconds (ms)
of all the participants, from the moment the commercial is seen by the consumer. As it can
be observed in table no. 2, in the case of our advertising, the majority of participants saw
AOI 005 for the first time. So the most attractive element in the advertisement is the brand
of the product and the Logo. It has an average entry time of 388.9 ms. The second most
attractive element in the image is the face of the famous actor (AOI 001), with an average
entry time of 2234.6 ms. The third position is occupied by AOI 004, representing the
product itself, the perfume in our case. It has an average entry time of 2536.3 ms. As we can
observe from table 2, AOI 002 and AOI 003 were less attractive by having an average entry
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time of 2648.2 ms and 2801.3 ms, which are represented by the hands of the male celebrity,
full of accessories and tattoos and the price of the product. So the Logo and the face of the
famous endorser beats the product and its price.
The average fixation is called the ratio between the sum of the total fixation durations on a
certain AOI and the sum of the total number of fixations in that AOI. For our perfume
advertisement we have extracted the following average fixations: AOI 001 – 520.2 ms, AOI
304.7 ms, AOI 003 – 551.2 ms, AOI 004 – 268.8 ms and AOI 005 – 259.7 ms. The highest
fixations has been generated by AOI 003, the price of the product. This means that the
participants looked a lot to the price of the product, as they cannot ignore it.
The first fixation reflects how much time the participants of the research have spent at a
certain point in an AOI with their eyes. The average time for the first fixation has had the
longest value of 561.1 ms for for AOI 003, the price of the product. It is followed by the
face of the worldwide known celebrity with 404.1 ms. For this KPI, the average time for the
first fixation of the celebrities’ hands have been less successful, by having an average first
fixation time of only 233.4 ms. This result has been obtained, despite of the fact that his
hands were full of accessories and interesting tattoos. The product itself has an average first
fixation of 228.8 ms. On the last place we have this time the brand of the product, the logo
with a value of 204.2 ms. The consumers have watched the price of the product and the
celebrity endorser for a longer period of time and the product and its brand for a shorter
time. We can also observe that the brand has the lowest first fixation, even if this was
sequence number 1. So it was first observed by the participants, but not for a long time.
Afterwards they have moved quickly their look to another AOI.
The dwell time shows the total time watching a certain area of interest, so a certain element
in the advertisement in milliseconds. For our perfume advertising with the international
famous male celebrity, we obtained the following percentages: AOI 001 -16.6%, AOI 002 –
18.9%, AOI 003 – 17.0%, AOI 004 – 16.2% and for AOI 005 – 31%. So we can observe
that in this commercial, the participants spent most of their time, watching the brand of the
product and the Logo (AOI 005). This element was the most attractive one for them. It was
followed by the hands of the famous actor (AOI 002). They were very attractive because of
his many accessories and tattoos, containing a lot of details which have captured the
attention of the participants. The price of the product (AOI 003) was next. It has been also
catchy for the participants with a dwell tome of 1320.7 ms. The shortest time had been for
the celebrity (AOI 001) and for the product (AOI 004). This means actually that both
elements have been immediately recognized by the consumers and they have not spent so
much time watching them.
The hit ratio is the percentage which tells researchers how many participants from their total
number have viewed at least once a certain area of interest from the advertising. The number
of participants, who have watched the analyzed elements in the advertisements at least once
is a very important indicator for the researchers. In the top hit rations for our commercial
have been the face of the male celebrity (AOI 001) the product (AOI 004) and the brand
(AOI 005). These 3 items are the key elements from our commercial and were not passed
unnoticed by any of the 24 participants of the research, everyone looked at them at least
once. For the price of the product (AOI 003) we had a hit ration of 87.5%. Not everybody
looked at the price in this advertisement. The hands of the celebrity are on the last place and
have the lowest hit ratio score with a percentage of only 75%, so only 18/24 participants
have looked at his hands, even if they were full of accessories and tattoos.
The results of the discriminant analysis for the entry times, shows that there is a
significantly different reaction towards the logo in comparison to the other elements of the
advertisement, as it can be observed in table no. 3. The logo is the first watched element
(388.9 ms) in the advertising, being followed by the face of celebrity (FAOI001=10.71,
pAOI001=0.002<0.01), by the product (FAOI004=31.95, pAOI004=0.000<0.01), by the hand of the
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celebrity (FAOI002 = 10.71, pAOI002=0.000<0.01) and by the price (FAOI003 = 30.08,
pAOI001=0.000<0.01). It is interesting to remark that the discriminant analysis for the other
elements didn’t show significant result, proving that there is no pattern of watching the
selected advertising.
Table no. 3. F values of the discriminant analysis for the advertising objects based on
entry times in relation to the logo of the advertised product
Item in advertising

Mean
(ms)

Standard
F-value
Wilks’ λ
deviaton
(ms)
AOI 001 – Face of celebrity
2234.6
2747.9
10.71***
0.811
AOI 002 – Hand of celebrity
2648.2
2681.6
16.84***
0.732
AOI 003 – Price
2801.2
2135.4
30.08***
0.605
AOI 004 – Product
2536.3
1839.1
31.95***
0.590
AOI 005 – Logo
388.9
285.2
--N= 24 participants in the experiment; ***p < 0.01, **p < 0.05, *p < 0.1

In the case of the dwell times, the discriminant analysis results also show a significant
difference between the reactions of the consumers to the logo in comparison to the other
elements. The logo has been element which the consumers watched for the longest time
(2403.9 ms). It was followed by the hands of the celebrity (FAOI002=5.03,
pAOI001=0.030<0.05), by the price (FAOI003=7.231, pAOI003=0.010<0.05), by the face of the
celebrity (FAOI001=11.11, pAOI001=0.002<0.01) and by the product (FAOI004 =11.07,
pAOI004=0.002<0.01). It can be observed that the lowest significance has been obtained for
the dwell times for the hand of celebrities. This means that there are participants at the eyetracking experiment, who have watched for a longer time the hands of the male film
industry celebrity because of its details. Therefore in some cases there has been a distraction
effect caused by the celebrity and its accessories.
Table no. 4. F values of the discriminant analysis for the advertising objects based on
dwell times in relation to the logo of the advertised product
Item in advertising

Mean

Standard
F-value
Wilks’ λ
deviaton
AOI 001 – Face of celebrity
1291.4
666.7
11.11***
0.805
AOI 002 – Hand of celebrity
1469.3
1391.9
5.03**
0.901
AOI 003 – Price
1320.6
1291.0
7.231***
0.864
AOI 004 – Product
1257.7
786.3
11.07***
0.806
AOI 005 – Logo
2403.9
1492.7
--N= 24 participants in the experiment; ***p < 0.01, **p < 0.05, *p < 0.1

Conclusions
The results of the research show that the consumers have watched the logo first and for the
longest time. Despite this, the results of the discriminant analysis have shown that the hand
of the celebrity containing a lot of details have distracted the attention of the consumers. The
celebrity itself has caught the attention easier in comparison to the product and the price.
Moreover if we take the cumulated time, when the consumers have watched the celebrity
(AOI001 and AOI002), it is definitely longer than the time watching the brand. The results
presented in this paper refer only to one advertising, but it confirms that the consumers have
the tendency to watch for a longer time the celebrities. For this reason, it is important to
analyze which are the attention catcher in an advertising and design them according to these
results. Celebrities have an important role in catching the attention and influencing the
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consumers, as several researches show. This presence of the celebrities in advertising could
be improved and therefore it is important to analyze how they should be endorsed in
advertising so that they should not overshadow the promoted product.
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Abstract
The interest for sustainability, especially in construction, product quality and
competitiveness is increasing the focus on aligning legislation and practices on the cost of
building life cycles, a tool that underpins strategic decisions. For this purpose, well-defined
but punctual practices already exist in countries such as Germany, Austria; such practices
take into account specific national legislation. Yet, no of life cycle cost (LCC) calculation
models could be identified in Romania.
The aim of this paper is to identify relevant aspects that are included as a basis for existing
LCC calculation models and to make a proposal underlying a LCC calculation model
tailored to the specific market in Romania.
In order to develop this model, a comparison is conducted, focusing on existing software
models in Germany and Austria. Based on the advantages and disadvantages identified,
taking into account the theoretical aspects of sustainability and LCC, the limitations related
to the complexity of the models and the market specificity, we propose main elements
which may fundament the development of a LCC calculation model adapted to the
Romanian market requirements and specific regulations.
Keywords
Sustainability, Life cycle cost (LCC), facility management.
JEL Classification
M10, L86, R30

Introduction
The international trends in competitiveness and quality of products and services are
redefined in national practices, which requires a national alignment to the international
regulations. One of these aims the life cycle cost, which not only represents a necessity, it is
also a support in strategic and investment decisions, especially in the construction field.
In recent decades, there has been a growing focus, both on national and international level,
on the increased attention of service consumers to values such as competitiveness,
transparency and the quality of services received. These values are promoted by
harmonizing legislation within the European Community.
In the construction sector, in order to make the most accurate investment decisions, it is
useful and necessary to have an overview of current and future costs.
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Life cycle cost (LCC) analysis requires laborious work, as the results of the analysis should
include information on cost variations by surface area, functional units, time, cost
categories, etc. Interpretation of the results has to be done with much responsibility because
the methods of calculating LCC, based on evaluations and assumptions, have a high degree
of subjectivity. Parameters such as inflation rate, operational costs, etc. are the result of the
estimates and hence the imprecise lack of precision that needs to be considered in making
sustainable decisions (Mehedinţu & Postăvaru, 2016).
Life cycle cost and sustainability
The construction sector has a major impact on the environment. According to a study by
The Chartered Institute of Building (The Chartered Institute of Building, 2011; Statistik
Austria, 2015), more than 45% of the fossil fuel combustion energy is used for lighting,
cooling and heating buildings, and another 5% for the construction of buildings, leading to
major emissions of carbon dioxide (Dubina et al., 2010).
In order to implement the environmental principles and achieve significant results, it is
necessary to evaluate construction and technical equipment throughout the life cycle. An
appropriate tool is to analyze sustainability within facility management. Sustainable
development is a continuous process throughout the building's life cycle, just as facility
management is a continuous process of optimization.
In the sustainability discussion, the real estate sector is involved not only in the high
consumption of resources and carbon dioxide emissions, but also in the high lifespan of
buildings with high potential for economic influence. At the "Sustainable Building"
conference in Oslo (Pettersen, 2002), concrete actions with clear methods and concrete
criteria for implementing real estate sustainability were discussed.
By applying the principles of sustainability, not only sustainable planning and construction
is pursued, but also an improvement in economic indicators, characterized mainly by
optimizing life cycle costs. These aspects may reduce the operational costs and increase the
construction costs, which is why it is useful a thorough analysis of the lifetime of building
components in relation with decisions on the used materials, the associated costs and the
environmental impact.
A sustainable building is one that uses energy, water or natural gas efficiently and provides
a safe and productive interior environment. LCC analysis is primarily designed to identify a
cost-effective design of the building, with building strategies throughout the life cycle of the
building. The most effective solution is not always the most environmentally friendly, but
capitalizing on technological progress, along with addressing development strategies from
the design stage, can lead to a long-term balance (Stanford University Land and Buildings,
2005).
Calculation life cycle cost
According to ISO 14040:2006 life cycle is represented by "consecutive and interlinked
stages of a product system, from raw material acquisition or generation from natural
resources to final disposal" (ISO 14040:2006).
Hellerforth divides the phases of the life cycle into six steps, as can be seen in the figure no.
1 (Hellerforth, 2006):
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Fig. no. 1 Life cycle phases
Source: Hellerforth, 2006

The operational phase is actually the facility management, "an organizational function that
integrates people, places and processes within the built environment to improve people's
quality of life and productivity of the core business," according to the latest definition (ISO
41011: 2017).
There are country-specific approaches to the rules and the LCC analysis period. For
example, in France it is considered appropriate to consider to analyze a building for 25, 30
or 50 years; in Sweden, the life cycle cost is calculated for a period of 60 years, similar to
the approach from Switzerland [O.M.L.P.A.T., 1992; Crb., 2014); in Germany, the
analysis period is limited to 50 years, according to the German official regulations and
German Sustainable Building Council (DNGB) (Zimmermann, 2012; Rotermund &
Nendza, 2011).
Many software for calculating LCC have been developed, such as GBTool (international),
TQ-Tool, ABK-Lekos (Austria), BUBI, LEGEP, bauloop und baulocc, GaBi, GEMIS, ÖÖB
(Germany). These programs work either with national databases or with their own data or
with specific input data for each project. They take into account both costs and indicators for
"environmental consumption," i.e. pollution of nature with carbon dioxide, sulfur dioxide,
energy needs, primary energy content (total energy consumption for building material or
component) consumption of raw materials, etc. In all software, separate economic and
environmental aspects of buildings are issued.
In Romania, no nationally aligned model could be identified, only individual models of
multinational companies. Under these circumstances, in the present research, we analyse a
software model used in Germany and one used in Austria, presenting briefly how to work,
strengths and weaknesses.
Methodology for analysis
In order to explore and identify relevant elements that are included as the basis for the LCC
calculation models and to propose bases for models in Romania, we selected two most used
and user-friendly software from the above list, from Germany and Austria. We made a
descriptive analysis of the functionalities and data used for the two chosen. Practical
simulations have been carried out to identify their strengths and weaknesses and to conduct
a comparative analysis.
Variables related to legal and practical specificity of the construction and real estate sector
are country-specific, and should be approached in specific modelling, which is beyond the
purpose of the present research. Thus, as these aspects are not explored in the context of the
present research, more in-depth research may be conducted further, aimed at providing more
detailed specific model for Romania.
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Comparison of two software for calculating the life cycle cost of a building
LEGEP is a German software that uses construction costs, energy requirements, future
costs, and the ecology of a project (WEKA MEDIA GmbH & Co. KG., 2010). The program
has a database specific to each of its modules. It is a support tool for designing, building,
quantifying and evaluating new or existing buildings. The database contains a description of
building elements according to DIN 276, their life cycle costs, according to DIN 18960
based on DGNB.
The energy needs for utilities (heating, hot water, electricity) and associated costs are
determined based on the German EnEV 2009 (Energy Regulation) and EN 832. The
environmental assessment is based on ISO 14040-44.
The database is hierarchically organized, ranging from building materials data, description
of working processes, simple material layers, compound elements (e.g. windows) to macro
elements (e.g. building objects). Each level has all the necessary cost, energy, flow and
impact [211] data. The database with over 6,000 items is updated annually by a German
architectural office - sir Ados (LEGEP-Software; König, 2011).
The user can define specific compositions, but this feature requires programming
knowledge. Starting from price changes and interest rates, the static or dynamic method can
be used to calculate costs using the net present value. Results can be rendered in graphical
form, but they are less flexible.
The use of this program is recommended in the construction phase, when all the soft
elements of the building are already known.
ABK-LEKOS software has a cost structure according to ÖNORM B 1801-1 and 1801-2, but
it can be adapted to the requirements. The VAT rate also corresponds to the Austrian
regulations. Valuation is based on inflation. The software has a database, according to the
calculation models introduced by the manufacturer and the data provided by the BKI
(Building Cost Information Center of the German Architects' Chamber).
Parameters such as costs, cost variations, frequencies, etc. must be entered manually by the
user. Even new models and formulas can be entered and saved in the software.
The software is based on the multiplication of surfaces (and activity frequencies) with unit
costs, percentage calculations, or direct costing of the final cost for certain cost groups.
Compared to the "surface" variable, the utility costs are approximated. It uses the net present
value method and the price and interest rate parameters can be changed manually by the
user.
The results are presented as graphs according to the user's wish. The program has an
affordable and flexible interface due to the option of entering the desired parameters, but it
also presents functional disadvantages: it does not have a cancellation function, it cannot
convert percentage values, it presents differences between the net and gross values, it does
not recognize negative values, it does not make connections between the introduced
surfaces, has major deviations of surface calculation.
For BKI prices, German VAT rate differs from the Austrian VAT rate (19% versus 20% in
most cases).
The advantages and disadvantages of the two software programs are presented in table no. 1.
Based on the experience and analysis of the two software, as well as the GEFMA Handbook
(Bernhold, 2017) costing information we identify and propose a number of relevant
elements to consider when developing a model for LCC calculation for Romania. They can
be classified into: economic and legislative elements, technical and facility management
elements, elements related to the specifics of the building's operating period.
The economic and legislative aspects that need to be considered are: the life expectancy of
the building, the variance of money over time (future risks, interest rates, probable inflation,
exchange rates, etc.), the forecast of price fluctuations at national level given by the
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National Statistics Institute, the evolution of the price of consumables, taxes, interest, and
legislative constraints.
Table no. 1 Strengths and weaknesses of LEGEP and ABK-LEKOS software
ABK-LEKOS
LEGEP
Strengths
- The menu, the interface are well - To be used in the design phases;
structured and easy to use;
- Easy and quick introduction of
- The possibility of exporting values related to the technical
requirements of the building;
information as table or text;
- Comprehensive database;
- Calculation of costs by the net
present value method according to
- Easy comparison of projects;
- Automatic calculation of average the expectations of real estate
costs and average flows of utilities investors;
(electricity, gas, water) depending - Calculation of costs according to
on the type and technical official national inflation forecasts;
specifications of the building;
- Clear representation of the results
- Detailed calculation of facility in electronic and physical form;
management costs based on - Numerous custom representation
working processes.
of results;
Flexible
and
transparent
calculation mode;
- Predefined calculus models;
- Possibility of LCC calculation for
new and modernised buildings;
Weaknesses - Designed to be used exclusively - Specialized on office buildings
for buildings in Germany;
with medium standards;
- Database according to German - Applicable to office buildings,
standards;
dwellings, schools;
- German prices updated annually;
- For variations, manual data entry
- Cannot be applied in incipient is required;
design phases because it requires - Cost structure according to
detailed information about the Austrian classification;
building;
- Does not have plausibility control
- Does not automatically save the (does not recognize negative
values, typing errors, etc.);
entered data;
- Does not recognize incorrectly - It has errors in calculating VAT;
entered data (e.g., negative data);
- Report activity errors;
- Has low flexibility for user inputs - Has software errors that can be
or prices;
corrected by restarting the program;
- Is not flexible in presenting - Does not have a return function to
charts: cannot be personalized.
previous values.

The technical and facility management elements are based on the specificity of the building,
the climatic location, the technical data of the equipment and the manufacturer's estimations,
considering the ideal consumption situation, the technical characteristics of the building and
the specifics of the building installations (e.g. sockets, lighting fixtures, equipment, etc.), the
need to replace the equipment with lower life cycles, annual intervention frequencies, hourly
fees, the costs of accessories and consumables, operating authorizations, the methods
envisaged for the planning of construction works, the timing of these works,
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materials/consumables for facility management activities performed during the building's
operation phase, season and outside and inside temperatures; losses or energy gains; yearly
cooling and heating season and climatic data.
Regarding the elements related to the specificity of the building's operating period, the
following should be taken into account: the number of occupants of the building and the
period of operation of the building (important for the determination of electricity and water
consumption); occupant’s behavior; the specific nature of the work performed inside the
building.
Conclusions and recommendations
Enabling measuring for sustainability, especially in construction, product quality and
competitiveness should be taken into account and strengthened, with focus on aligning
legislation and practices on the cost of building life cycles, a tool that underpins strategic
decisions. Exploring practices in other countries, such as Germany and Austria, with
comparative analysis of software approaches for life cost calculations for building, in
countries, provided insight into elements that should be taken into account in approaching
LCC modeling in Romania. Further research may be conducted in exploring and developing
life cycle cost (LCC) calculation models could be identified in Romania.
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Abstract
The goal of our research is to bring to attention, through a qualitative research, the
characteristics and roles of the audit projects in conducting the audit missions of the projects
which were financed by European funds, based on the analysis of the specialized
documentation, of the national and European legislative provisions, but also the professional
judgment. The project audit is usually conducted in the end, when the achievement of the
designed technical parameters, the performances, and the degree of the expected objectives
are measured. The main purpose is the detection of the risks of the projects failure to
achieve the planned parameters, and the final result of the projects audit is the elaboration of
an audit report. The management of the projects evolved, the volume of the European
funded projects has increased and therefore, the auditing need has emerged.
The necessity of the research is given by the professional practice evolution. The audit
activity of a project is primordial in order to evaluate the precision/correctness of the way in
which the project is developing and in order to evaluate how the European funds were
administrated.
Keywords
public institutions; projects management; non-reimbursable financing; projects’ audit.
JEL Classification
M40, M42

Introduction
As a member of the European Union, Romania benefits from European grants that are for
lowering the development differences between Romania and the other member states of the
European Union. The European Union has created a distinct policy of reducing these
differences between the levels of economic development from different regions.
These grants are the instruments through which the policies of the European Union are put
into practice. They finance a large spectrum of activities from different domains, having
development opportunities through projects. Although the usual terminology regarding the
European funds is nonreimbursable financial contribution, accessible only through projects
undertaken by applicants, the funds recipients are required to meet a series of provisions
assumed through a financing contract and in if these conditions are not fulfilled, the sums
must be returned. For accessing and managing these European funds, the Romanian state
has created an institutional system that meets the European conditions, a system that is at the
disposal of the potential funds beneficiaries.
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In the public administration, the government has approved regulations that stimulate the
projects’ management, aiming to support and to boost the local public administrations in
order to easier access external funds for development and modernization.
The development of our countries’ capacity to absorb through projects the nonreimbursable
external funds and the running in good conditions of the projects that were financed from
the states’ budget and from the other budgets is very important and very actual. The
problematic of the projects is of great actuality in the context of the financing that is
available to the beneficiaries from European funds, but, in the same time, the number of the
requests regarding the operational audit rises.
The project is a temporary effort, a multitude of activities with a very precise and finite
duration, using important but limited resources, aiming of a achieving a common goal, with
an appropriate management of coordinate transformation with a general positive impact.
(Dumitraşcu & Pascu, 2005)
The audit of the projects is an internal activity of the project that accompanies the projects’
achievement, or it can be defined as an external activity which was realized after the fact.
The audit concept is defined as a detailed examination of different aspects with financial
characteristics; nevertheless, the audit of a project is more flexible and, if required, it can
concentrate itself on any aspect of the project. The concept of project audit has the
characteristics of an evaluation in the sense of quantitative assessment of value, and not only
of value. The evaluation of the accomplishment of the goals that were assumed through the
financing contract of a project is realized through some audit reports done by the auditors.
Therefore, the audit or the evaluation of a project concerns its success or failure.
The main goal is represented by discovering the risks of not having the project done within
the planned parameters, and the final result of the projects audit is the elaboration of an
audit report. These conceptual delimitations that concern the management techniques of the
projects are useful for the auditors and for all those interested of projects given the fact that
the current economy still does not have enough experience in managing the projects, and the
European funds are still available and waiting to be accessed.
The aim of the research
The aim of our research is to draw into attention through a qualitative research the
particularities of the projects’ audit and the role of their knowledge in conducting the audit
missions of the projects that were financed from external funds, starting from the analysis of
the specialized documentation, of the national and European legislative provisions and from
the professional judgment. The necessity of the research is underlined by the evolution of
the professional practice that may put the auditors that are confronting themselves in the
actual period with the situation of accepting an audit project without being able to use a
guide or minimal criteria. The aim of the research is to demonstrate that the application of
the International Standard regarding Related Services ISRS 4400 – “Engagements to
perform the agreed upon procedures regarding financial information” is useful in the case of
the projects’ audit due to the fact that this corresponds to its objective. The final objective of
the research was to underline the utility of the agreed upon or appointed procedures in
contracting and conducting the projects audit. From the research it appears that through their
nature, the audit projects missions are not assurance missions, but they serve for the
applicant formation upon the financial report of the project and the conformity of the
expenses with the budget, the analytical transparency and the costs eligibility. Therefore, the
result of this research, having at the base the practical aspects met in the current activity of
the specific audit entities and an extensive documentation has led to the configuration and
the dissemination of the profile of the specific audit type and the empowerment of the
auditors when they accept an audit project commitment. From the beginning, the practice of
the projects audit was supposed to represent a contribution at the completion of the range of
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means through which the management can benefit from an objective and competent opinion
regarding the performance level touched and the risks of the completion of the assumed
objective through the appropriate and effective usage of the resources that can be used. We
are sure that any development process in the practice of the projects audit represents in the
public sector a real assistance in the activity they perform. In the current research report we
have proposed ourselves that through a complex approach which is very well documented
and through reporting ourselves to an ample bibliographic material which is very actual to
improve the concept of the project, of the project management, of the projects audit
particularities and their role in the conduct of the projects audit. These aspects have the aim
to encourage and to support the funding and the implementation of the projects, to develop
the managerial capacities in this field and to develop de abilities and the professional audit
practices of the projects.
The objects of the projects audit as an evaluation
The project is evaluated as a whole when it is finished, but the projects evaluation is also
undertaken in some specific moments of the projects. An important instrument of the
evaluation is the audit, which is an investigation more or less formal upon the different faces
of the projects. The evaluation means to give a certain value – it can represent the support of
different decision concerning the future of the projects. The re-examination and the projects
audit are the major ways and means of its valuation, being researches that are more or less
formal of any aspect of the project. The evaluation of a project appreciates and estimates not
only its progress in comparison with the its goals and the performances which were
established in its initial phase or in comparison with the evolution and the performances of
other similar projects, but also the decision taken during the management process of the
project. For this, the evaluation must be completed and presented in a manner and a format
that needs to assure the management of the consideration of all the significant aspects of the
project. Therefore, the evaluation needs to be credible for the managers for which it is
undertaken, and for the project team that undertakes the project as well.
In numerous cases, the beneficiaries, the person involved that represent an interest for the
accomplishment of a project ask for the projects audit. Interest in the accomplishment of the
project without being beneficiaries can have the partners involved in projects like: the
governments of the hosting countries, the local councils and even the suppliers and the
clients, the inputs and the outputs of the projects as well. Therefore, the evaluation of a
project must be organized and controlled like the project itself.
The evaluation can be done in the implementation period (intermediate evaluation), at the
end (final evaluation) or after the implementation period (post evaluation) in order to be
beneficial for the projects conducting process or in order to draw the needed conclusions for
the future projects. The evaluation should lead to a decision for continuity, revision or
stopping a specific project and the conclusions and the recommendations should be taken
into account in the elaboration process and in the implementation process of future similar
projects. Obviously, the general aim of the evaluation is constituted by the supporting the
achievement of the planned objectives. In this sense, different aspects are researched for
identifying and understanding the good and the weak parts of the projects.
The result is a set of recommendations that can help the ongoing and future projects: to
identify the problems faster; to clarify the relations between performance, costs and
deadlines; to improve the performances; to find opportunities for future developments; to
determine the quality of the projects’ management; to accelerate the results; to offer the
client information; to confirm the interest of the principal organization. (Pascu,2010)
The objective of a projects’ audit is not to be beneficial for the projects history, but to
surprise the main causes of the success or of the failure of the projects in order to exploit
them in the remaining time of the present project or to benefit from them in future projects.
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For this, the causes must be understood and evaluated. The projects evaluation must not be
solely a after the fact analysis, but it should be taken especially in the main point of its life.
Concerning the projects audit which are not realised by management, but by individuals or
by independent entities, the experience and the projects’ management technique have
underlined two principal objectives:
- the evaluation of the success factors of the projects;
- the alignment of the project at the accomplishment of the general objectives of the
organisation.
The most important objective of the projects evaluation is the evaluation of its success. This
approach has appeared when the projects’ management became a practice which was
recognized for the internal and external projects of the organizations. The objectives of a
projects’ audit are direct and subsidiary or secondary. The direct or the principal ones can
easily be identified and evaluated or audited, whereas the secondary ones are much more
difficult to evaluate because they are related with the intimacy of the activities, with the
relations within the team. The accomplishment of these direct objectives shows us the
degree in which the projects’ team respects the accomplishment of the projects objectives.
The studies of the projects’ managers (Newton, 2006) reveal to us that the success of a
project is related to four main elements:
- the objectivity and the realism in establishing the goal, the budget, the deadlines and the
solutions. Due to the fact that one of the main causes of a failure is the lack of objectivity in
establishing these parameters, the decisions that affect the initiation of the project and the
establishment of all its initial parameters must be protected from favouritism and inadequate
diligences;
- the necessity of experience personnel, which is very well prepared professionally from all
the hierarchic levels of the project. The existence of experienced personnel from the clients’
side and from the side of the contractor as well serves for: maintaining an attitude of
cooperation and of solving the issues from both sides; imposing and establishing the main
objectives that need to be reached and those that can be already given in order to be used,
using professional techniques of management and maintaining a permanent contact with the
client for the accomplishment of the project;
- the authority correlated with the responsibility. From the moment in which the project
already has a specific goal, but it is limited by time and budget, it is needed that in order to
achieve this goal, the project manager must have the authority to compromise between these
objectives (goal, budget and time);
- the total accounting of the operations and of the projects’ activities. The accounting must
be responsible in order to assure that all the involved parts are fulfilling their established
jobs. The accounting must present in detail all the contracted aspects and all the purchase
orders. This should include the details concerning the projects’ management, the person that
has done the estimations, the contractor, the suppliers, the final users. The evaluation of
achieving the assumed objective through the financial contract is done based on the audit
reports that are done by authorized auditors. The audit activity of a project is primordial for
the evaluation of the correct manner in which it is undertaken, and for the way in which the
European funds were managed. The projects audit is usually conducted at the end, when the
measurement of the projected technical parameters was achieved, the performances and the
degree of accomplishment of the expected objectives.
The defining elements of the projects’ audit
The audit represents the process undertaken by individuals or by entities that were legally
qualified, called auditors, through which in a professional manner there are analyzed and
evaluated information regarding this entity, using specific techniques and procedures with
the aim of obtaining proofs, named audit proofs, on which the auditors create a document
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called audit report and a responsible and independent opinion through using evaluation
criteria that result from legal regulations or from good practice that in unanimously
recognized in the field in which the audited entity is conducted. (Ghiţă & Sprânceană, 2006)
The above definition needs some specifications: the audit process, called audit mission as
well, is undertaken on the base of national or international standards; the auditors are
persons that obtain this quality under the strict conditions of the exiting legislation; the
abdicated entity can be: a heritage unit, the government, ministries or departments from
ministries, programs, actions, transactions, operations; the analysis of the information in the
audit mission is grounded on some procedures and techniques that are unanimously
recognized in the domain, which elaborate audit proofs to the auditor, on which he is
elaborating his opinion; the evaluation and the interpretation of the obtained results is done
under the conditions of existence and of taking into account some evaluation criteria which
are based on identified accounting references (national or international accounting norms or
accounting norms that are unanimously recognized in the field) or the healthy management
principles, in respective the good managerial practice that is recognized by the experts in
that field. The audit has started from the correction of the frauds in the financial and
accounting documents and they continued with the global appreciation of the reports done
by the economic entities, with critical analysis of their structures and with the evaluation of
the way in which they are respected by the managers of the entities, by the principles of the
economy, of the efficiency and of the effectiveness in using the financial resources (the
audit of the performance). The audit process does not only underline the sanctions, but it
underlines the quality of the management, of its decisions and even of the manner in which
the management of the abdicated entities create the recommendations with the aim of
improving their activity. Institutionally, there are national and international organs that are
constituted and developed, organs that have organizing, coordination and methodological
guidance attributions of the audit in the public sector. (Gisberto-Chiţu & Ioanaş, 2005)
The projects audit is an internal activity of the project that accompanies its realization or
that can be defined as a after the fact external activity. The projects audit is incompatible
more elaborate than the evaluation reports of the projects results or than the periodic reports.
The projects’ audit appeals to the measurement of the efficiency and to the evaluation of the
expected information. Therefore, the audit is a mean of complete verifying of all the
influential factors that are associated with an ongoing project and with the management of
the future projects. The projects audit represents an examination in detail of the projects’
management, of the procedures, of the methodology used, of the budgets and of the level of
the objectives’ fulfilment. The major goal is represented by the detection of the nonfulfilment projects risks at the planned parameters, the final result of the projects’ audit is
the elaboration of an audit report (Nistorescu & Constantinescu, 2008). The audit report of a
project is presented in various ways, but the following aspects must be included: the current
phase of the project: are the activities that are already ongoing are capable to assure that the
objectives will reach the planned level? the future state of the project: must the existent
deadlines be changed? the situation of the main activities: what level of progress was
reached in the activities that can determine the success or the failure of the process? the
determination of the risks: what are the chances for the project to fail or what are the
chances for the budget to be exceeded? useful information for other projects: what
recommendations are taken from the process of this project can be done to other projects
done by the organization? the limits of this audit: what premises or limits affect the audit?
The audit can concentrate itself on the project as a whole or only on a part of the project,
manifesting itself with great force over two phases of its life: during the process and at the
end. The audit that is done during the project is realized upon all the sequences of execution
of the project, allowing correction measurements to be adapted, concentrating itself over the
performance and the process of the project through the examination of the influential
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factors. It must be quickly done and the audit report must be as positive and constructive as
possible. The audit after the project in much more in detail and much more profound and it
usually aims the improvement of the future projects’ management and it generates
influences on a time horizon that is longer than for the time horizon of the current projects.
There are many factors that limit a projects’ audit. Time and money represent two of the
most obvious and common factors that limit the depth of the investigation and the detail
level of the presentation in the audit report. Another factor is represented by the anxiety
caused by any investigation in general and determines the involved individuals to have a
defensive attitude. If the report is not written in a constructive manner, the moral of the team
is going to be affected. Frequently, the audit of the technical aspects cannot be written very
profound due to the fact that the person that investigates does not have the needed technical
knowledge. In this case, a technical audit is needed. The moments in which the audit is done
are different. In general, the later it is done, the smaller its immediate value will be for the
project, but it will have a greater value for the organization. Even though the most often in
the projects’ audit it is perceived more financially, due to the used procedures, there must be
noticed some differences between the financial audit and the projects’ audit.
The life cycle of the projects’ audit
The audit report is a formal document that is asked in the contractual provisions. In the
situation in which the client is coming from a government, the nature of the projects’ audit
is more or less defined in a precise manner as the audit process actually is.
As the project itself, its audit has a life cycle that includes the following stages:
- the initiation of the audit process: with the definition of the audit purpose, gathering
sufficient information in order to determine the audit methodology which is going to be
used. This phase belongs to the formal group of experts and to the group that is constituted
by some members of the projects’ team that are agreed upon to make the audit;
- defining the standards; in order to have a comparison basis for the real performances of
the projects;
- establishing a database for the audit: the information is needed by the audit team in their
mission and they can vary from the technical ones that concern the behaviour of the
projects’ team. In this sense it is recommended to collect few information that is significant
for the project;
- the preliminary analysis of the project; even though the judgment and the interpretations
are the prerogative of the high management, the data must be analyzed and interpreted by
the audit team in order to be presented in a easy to understand manner with the
corresponding explanations. The duty of the auditor is to constantly inform the projects’
manager about his discoveries and his opinions about them. The objective of the audit is not
only the improvement of the projects’ audit management, but the improvement of the whole
process of the projects’ management as well;
- the preparation of the report: in the audit report it will be included a recommendation set
along with a plan for its implementation, if these are outside the project there the support of
the high management will be needed.
- ending: the review of the process and establishing improvements for future audits.
With the ending of the project after the goals were achieved, the audit process of the project
must finish as well. The audit can be considered done and the team can be dissolved only
after an analysis of the audit process was done. From practical experience that was achieved
in the audit field in the public sector and from the research that was undertaken it resulted
that the success of an audit mission financed from European funds requires first of all the
level of knowledge of the auditor regarding the abdicated entities, the analysis of the
European and national legislation, after which the identification of the auditable objectives
from the project is done: the performance of the public acquisitions; the evaluation of the
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eligibility of the expenses; reporting the activities within the project; the evaluation of the
payment accomplishments; the evaluation of the accounting system and of its reliability; the
evaluation of the informational, advertisement and archiving activities within the project.
The procedures for the public acquisitions must be completed in conformity with the
internal regulations for acquisitions, as a distinct annex of the financing contract mentions.
Concerning the financing expenses from European funds there are some eligibility limits
that are imposed from a component and level point of view. The auditor verifies the
expenses and reports all the exceptions and the deviations that result from this identified
auditable objective by evaluating the financial impact. The risk assessment represents an
important phase within the audit mission and has as a purpose the identification of the risk
zone within the activities that are conducted through the project that is going to be audited,
but the internal system evaluation of control that can prevent, eliminate or lower the
detected risks, and on the base of the risks and of the controls that were identified it is
established the area of the audit that is going to be undertaken. After this phase, within the
projects’ audit phase, the testing of the audit control is taking place using audit procedures
with the start of the field mission in order to control the final receivers, collecting reasonable
proofs on which they can establish the report or the opinion. In this phase, starting with
establishing the sample through statistical or non-statistical methods that involve the
professional reasoning of the auditors the elaboration of the testing in taking place. The tests
can be detailed ones that have as a goal the determination of the sample that has been used
and control tests that have the role of offering the possibility to the auditors to express an
opinion upon the internal controls that were implemented with the view of lowering the
risks that were detected, and their conclusions are going to form an audit opinion.
The constant deviations, based on the answers from the verification list from the projects’
audit mission are written in a report and for their remedy recommendations that represent
the base of the opinion formulated by the auditor are done. The report that represents the
base of the observed results through audit tests and the professional reasoning of the auditor,
respecting the standards of the audit that can be applied on an international and/or national
level and it will contain the expressing of an opinion regarding the achievement of the
objectives that were assumed through the financing contract. This report of the auditor is
addressed to the projects’ manager and it contains the report itself, its details and the
annexes. Through its nature, the projects audit is not an assuring mission, but it serves as an
opinion done by the person that asks for it over the financial report of the project and the
compliance of the expenses with the budget and with the eligibility of the expenses. For this
purpose, it is verified if the financial report is according to the conditions of the financing
contract, the information from the financial report are reconciled with the accounting and
registration system of the beneficiary, it is verified if the correct exchange rates were
applied for the foreign exchange, and, if it is required, if correct exchange rates were applied
in the reporting, in accordance with the financing conditions contract.
The auditor realises an analytical review of the expenses headings from the reimbursement
request and: verifies if the budget from the expenses reimbursement request corresponds
with the budget of the financing contract (the authenticity and the authorization of the initial
budget) and if the realized expenses were stipulated in the budget of the financing contract;
verifies if the total sum that was asked at the payment by the beneficiary does not exceed the
maximum non-reimbursable financing that was stipulated and the total sums that were
stipulated on expenses categories; verifies if any amendment at the financing budget
contract is according with the conditions for such amendments (including if the necessity of
an addendum at the financing contract is applied). In the case in which the audit opinion is
not favourable, and if the objectives that were assumed through the financing contract are
not fulfilled or if they are fulfilled without respecting the obligations of the beneficiary, he
will be forced to reimburse the sums that were collected from the European financial
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contribution. The verification of the way in which the recommendation are implemented is
done on the field, after a period of time which is established according to each case,
regarding the nature of the activities and the recommendations that are included in the audit
report. The results of these verifications are written down by the audit team in a report that
tracks the manner in which the recommendations were implemented.
Therefore, the audit activity of a project is primordial for the evaluation of the correctness of
its development and of the way in which the European money were managed.
Conclusions
The development of the our countries’ capacity to absorb through projects nonreimbursable
external funding and the ongoing in good conditions of the projects that are financed from
the states’ budget and from other budgets is very important and very actual.
The problematic of the projects is of great actuality in the context of the financing available
for the beneficiaries of European funds, but, in the same time, the number of requests
regarding their operational audit rises.
The conclusions in the ending of the projects’ audit of a public institution are the following:
- the objectives of a project that an audit must verify and analyze are done directly, and in
this way they are helping the fulfilment of the goals and the objectives of the project, and
indirectly as well, sometimes even hidden, secrets that are very well kept – subsidiary
objectives;
- the audit report must contain references to the current phase of the project and of the main
duties, when the risks are assumed the information regarding other projects and any limits
and constraints that are met by the auditor in their framing;
- the planning and the time limit of the audit works represent critical points in the audit
process;
- the most difficult responsibility of the auditor is to honestly present and interpret the
results of the audit;
- the life cycle of an audit includes the beginning of the audit, the definition and
identification of the main lines of the projects, preparing the report and its finalization;
- some of the essential conditions of a credible audit are: a credible audit team, access to
information;
- in particular, the measurement of the incomes is a special problem;
- the procedures that are agreed upon are specified in the commitment letter and in the
report with de facto observations for the verification of the expenses.
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Abstract
Financial globalization opened the gates for competition and set the rules for a new. By
gaining access to information, the public becomes enthusiastic with the concept of added
value. At the same time, people ascertain the growing possibility of claiming quality and
transparency. Media channels and open-markets encourage the attempt to identify new
opportunities and also highlight the benefits of transparency and responsible
communication. In this context, the importance of control matures. An important step
towards institutional development is made as managers implement planning based on a
preliminary analysis of risks. Our study analyzes the attitude towards the internal control
manifested by the Romanian public entities such as it is revealed in evolution by the state
auditors. The analysis of noncompliance indicators represents a starting point capable to
develop new theories on ways to improve the role and purpose of internal control. Our goal
is to introduce a model of assessment of the public entities management that can synthesize
the key issues able to raise the awareness on the importance of internal control. At the same
time, our model may become a starting point to expanding the studies on the results reported
following the controls performed in the public sector.
Keywords
internal control; public entities; development
JEL Classification
M40, M42

Introduction
Public entities are catalysts for public funds and public heritage. The utility of these
institutions may become evident provided that the activity is channeled towards sound
financial management and quality public services. The evidence of that derives from the
face that public entities bring a valuable input to economy and have the ability to generate
employment and budget revenues.
In Europe, special attention is paid to these structures. Studies demonstrate that public
entities and in particular state-owned enterprises (SOEs), have an important contribution to
the national budget of the Member States where they are organized (Arahoni, 2010).
According to European statistics, an important share of the employed population activates in
SOEs’ in most developing European countries. At the same time, the analysis of
competitiveness in the public sector compared to private entities has demonstrated the need
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for reforming and implementing “good governance practices” (Kaufmann, et.al., 2002),
where managerial responsibility, sustainability and transparency are primary requirements.
Starting from the fundamental need for evolution, the regulatory framework has developed
in Europe, and thus, set the premises for development of significant levers of control over
corporate governance (Cavaliere, et.al, 2008). Managerial accountability is a conceptual
challenge and a requirement of public sector regulations to fight fraud, corruption and waste
of public money. (OECD, 2016)
In this context, a new mechanism emerged: control of public entities and of the use of funds
and public patrimony (Chang, 2007). The opportunity of control has been analyzed, both
from the perspective of an external institution with auditing abilities and from that of
internal control. In concept, an efficient missions that being carried out by independent
professionals, capable of issuing fair-minded opinions.
In Romania, the regulations regarding internal control in public entities went a long way
towards harmonizing with European requirements. Because the need to set up an
independent, professional institution arose, the Romanian Court of Accounts has been set
up, with the precise mission to strengthen financial management, to promote and raise
awareness of the importance of accountability, fairness and good practices in public
management. Additionally, at the level of the public entities, the obligation to implement an
internal control system has been established with the purpose to assess corporate governance
and to prevent the waste of public resources, fraud or corruption.
In order to differentiate public-sector specific regulations from the requirements of the
implementation of internal control in the private sector, there is a special expression in
Romania that is used in public entities: "internal managerial control". In practice, the term
"managerial" used in the public sector is perceived by managers as a synonym to
responsibility.
Brief introduction of the terms analyzed in this study
In Romania, the first directives on internal control were implemented starting with the
adoption of Ordinance 119/1999 on internal control and preventive financial control.
Subsequently, the legislative framework was extended with the definition of the internal
audit concept (Law 672/2002), the definition of the managerial internal control standards
(Order 946/2005), the requirements of corporate governance in public enterprises
(Emergency Ordinance 109/2011), the clarification of the obligations regarding the
preventive financial control (Order 923/2014) and the implementation of the financial
management control (Government Decision 1151/2012).
Public entities include all the public sector authorities and institutions, autonomous public
institutions and state-owned companies.
State-owned enterprises are companies in which the state exercises control through various
means, regardless of the size of the ownership. The current definition was given by
ESA2010 and was implemented in the Romanian legislation according to the Ordinance no.
119/1999.
Internal control has been given multiple definitions, but in general terms, it represents all
the forms of control in a public entity, the methods, techniques, procedures set by
management according to its strategies and policy for efficient and economical public
resource management.
The role and requirements of internal managerial control in Romania
According to literature, the foundation of an effective legal framework converges towards
the definition of the internal control requirements, which are imperative to be implemented
at the level of the public entities. The efficiency of the internal control system depends on
the institutional credibility, the efficiency of the public service and the prevention of fraud.
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The general requirements mainly relate to understanding and design of an effective risk
management system that allows management to set reasonable and integrated objectives for
the enterprise's mission. Both the management and the executive staff must work together in
order to accomplish the entity's activities, demonstrate professionalism, integrity and
responsibility.
Specific requirements describe the need to issue written documents for all operations,
ensuring an integrated system of approval, control and registration. Also, management must
determine how to access resources and information, as well as procedures and individuals
entitled to use and preserve them.
Research methods
Our study aims to develop a model for the evaluation of managers in public enterprises,
starting from the study of the development directions of the managerial internal control.
Our research has been conducted in three stages:
- we identified the directions for the development of the internal control in Romania
in the light of the findings made by the Romanian Court of Accounts as a result of
the carrying out the audits of the public entities
- we determined the key factors of appreciation of the management of public entities
by state control bodies
- finally, we introduced a model for assessing the management of the public
enterprises, by correlating in an intuitive way the requirements and the results of the
internal control.
The main sources of our research come from the Annual Reports of the Court of Accounts
of Romania in the period 2009-2016.
The indicators analyzed at this stage of our research refer to the number of deviations found
by the state auditors of the Court of Auditors during their missions. The indicators for
quantification of deviations were also taken into account. The quantification of
nonconformities was structured in the audit reports as: amounts representing additional
income (determined as a result of incorrect calculation of tax liabilities), damages (breach of
the legislation on income and expenditure public, illegal trading of assets) and unlawful
payments.
The processing of the indicators was based on a comparative and structural analysis of the
data, which allowed us to explain the evolution over time of the understanding and
implementation of the internal control mechanism in Romanian public entities.
Results and comments
The trend of internal control in Romania received positive appraisals during the analyzed
period by the external auditors of the Court of Accounts. State auditors appreciated that the
degree of compliance with the implementation of the internal control mechanism within
public entities has improved over time, but there is still room for improvement in this
respect. The progress of managerial compliance regarding internal control is calculated by
public auditors in terms of decreasing the number of deviations found over time. Figure no.1
shows graphically the evolution of deviations (nonconformities) regarding the internal
control implemented at the level of the public institutions.
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Fig. no. 1. The main deviations related to internal control observed by state auditors
in public entities
Source: The Romanian Court of Accounts, 2009-2016

The above figure demonstrates that the number of deviations regarding the internal control
mechanism implemented (IMC deviations) in public entities has decreased over time.
Structurally, internal control deviations mainly included inconsistencies such as insufficient
implementation of procedural measures, misunderstanding of the risk management
mechanism and deficiencies in setting up risk registers, as well as insufficient dimensioning
of control structures.
Also, there were problems regarding the implementation of preventive financial control
(CFP deviations). In Romania, the CFP indicator relates to the supervision of the liquidity
operations through a preliminary check of the documentation underlying each operation
involving cash flows. Preventive financial control is considered to be an important tool to
fight against fraud and liquidity leakage and the Court of Auditors' findings demonstrate that
there have been a significant number of deviations in this respect during the investigated
period of time.
Another important tool in running the internal control mechanism is internal audit (IA
deviations). The specialized literature has long debated the role of internal audit for good
corporate governance. According to the Court of Audit's analysis, in practice, there are
numerous non-conformities in relation to the implementation of internal audit, such as the
insufficient dimensioning of the department, due to the lack of a prior analysis of the risks
of the activity. It was also found that the internal audit activity was carried out on a formal
basis, because the persons nominated as internal auditors actually performed other duties or
were reporting to the financial-accounting compartments or did not carry out the activities
stipulated in the audit plans or in vocational training programs.
Financial control (CFG deviations), another internal control tool, was not scrutinized
enough so we cannot asses the evolution of the indicator over time.
According to the Court of Auditors, the key factors for assessing the management of public
entities by state control bodies were:
- the issuing of the revenue and expenditure budget and its modification during the
budget execution
- financial statements
- the implementation of the internal control mechanism
- the mechanism of revenue in the consolidated general budget
- the quality of financial and economic management of public resources
- planning and conducting public procurement
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Fig. no. 2. The main deviations observed by state auditors in public entities
Source: The Romanian Court of Accounts, 2009-2016

According to the Court of Accounts' reports, internal control deficiencies have been strongly
represented during their missions. Although their numbers have been declining since 2011,
there have been several recommendations for improvement.
An interesting aspect observed in our analysis is represented by the situation of the
quantifications of the deficiencies found regarding the internal control, which shows low
values related to the observed irregularities, as can be seen in Table no.1.
Table no. 1. Value attributed to deviations / nonconformity regarding
internal control in public entities (thousands lei)
Year Additional
income
2009
2010
2011
2012
2013
2014
2015
2016

0
0
1
13
23
909
0
0

% out of
total
deviations
0.000%
0.000%
0.052%
0.057%
0.001%
0.025%
0.000%
0.000%

Illegal
payments
12
11
0
0
703
1906
1275
3

% out of Financial % out of
total
reporting
total
deviations
errors
deviations
0.002%
95102
0.23%
0.001%
100554
0.26%
0
112
0.20%
0.000%
89
0.16%
0.030%
8111
0.02%
0.108%
26109
0.11%
0.069%
2778
0.01%
0.000%
3019
0.01%

Source: The Romanian Court of Accounts, 2009-2016

According to the analyzed data, the values attributed to nonconformities regarding internal
control are insignificant by comparison to the value attributed to the total of the reported
nonconformities. An explanation for this would be that the errors that derive from the rest of
the key bills for assessing the effectiveness of public managers are influenced by the extent
to which management understands the implementation of the internal control mechanism.
According to the reports, the practice also demonstrates situations in which the noncompliance is reported late, and the recovery of the established damages is not possible
every time, as the legal deadlines for initiating the recovery procedures are prescribed in
certain situations.
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Administration
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Legal documents:
- institutional decisions
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Public entity
management
Documents
- Financial Statements
- Non-financial statements
- Public services
- Public aquisitions

Management of
public resorces
Assessment criteria

Conformity
Economy
Efficiency

Accountability

Fig. no. 3. Model for the assessment of corporate governance in public entities
According to the current economic trend, there is a strong need for increased public sector
accountability. Our model synthesizes schematically the key aspects to improve the internal
control of public entities. Management performance assessment can be developed starting
from each concept synthesized in the model represented in Figure 3. Thus, the allocation of
public resources to a managed entity implies evaluating the management of that entity and
its ability to cope with the requirements of accountability, integrity and professionalism in
administering with respect to compliance, economy and efficiency.
The entire process that starts from granting access to the public resource and including the
operational purpose of public entities is subject to the everyday economic challenges and
improvement requirements brought to light by control.
Today’s demands may be defined as to implement new ideas to increase competitiveness, to
promote cognitive-intensive development (Abdikeev, 2014), to develop "change
management" (Axelrod, 2010) including the public sector.
Conclusions
The results of our study demonstrate that the way to implement and evaluate internal control
in the Romanian public sector is still a challenge. There is room for improvement both from
the managerial perspective of understanding the importance of internal control, as well as
for identifying a way of preventing situations of waste of public money. We consider
opportune directions like:
- setting managerial objectives and assessing achievements with proper key
performance indicators,
- encouraging or impose transparency in public decision-making,
- enhancing control over budget execution,
- investigating prevention methods, starting with internal control
- quantifying the non-conformities regarding internal control regulations and
exploring new ways of raising accountability of managers in the accessing or
administering public resources.
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Abstract
Through its case studies, this paper captures certain practical aspects that hinder the
reorganization of a company in insolvency proceedings in Romania; it also makes some
comparisons with certain long-standing insolvency systems, such as the US, France, and
Germany.
Starting from the relatively recent EU statistics (2016), according to which 200,000
companies are affected annually by insolvency, which is equivalent to the loss of 1.7 million
jobs, identifying models for analyzing the companies’ reorganization capacity becomes an
increasing challenge. In the absence of official statistics, the different institutions involved
in the procedure state that Romanian companies’ reinsertion level in the economic circuit is
under 3% of the companies undergoing a reorganization procedure.
A company’s reintegration in the civil circuit is extremely beneficial to capital owners, as
well as in terms of social impact, continuation of trade relationships versus setting up some
new ones. Given the incidence of different internal and external factors influencing
companies, a more realistic analysis of legal reorganization capacities (to help decisionmakers to encourage the reorganization plan) could start from setting the company's risk
profile. One of the external factors that influence companies relates to the fiscal policy on
the taxation on reorganization profits; the international practice has proven that an
insolvency system is effective when tax and insolvency laws are corroborated.
Keywords
reorganization procedure; model for the analysis of the reorganization capacity; hair-cut;
debt discharge.
JEL Classification
G33, K33, K34, M40

Introduction
This century brought a rapid change to business and consumption patterns; these
transformations came with new opportunities and threats, challenging the society’s capacity
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to adapt, to make efficient choices for the future, to improve resource utilization, driving
value for business and consumers through business model innovation.
The recovery of companies through judicial reorganization procedures represents a topical
issue for Romania, playing a special role in the business environment, especially as far as
the practical expertise in the field and the need for data structuring are concerned (Laitinen
et al., 2016). The issue of a company’s decline is extensively debated in the literature
(Robbins & Pearce, 1992; Chandler, 1962; Liou & Smith, 2007; Smith & Graves, 2005;
Barker & Duhaime, 1997), compared to the reorganization procedure (Laitinen, 2008;
Routledge & Gadenne 2004; LoPucki & Dohrety, 2002). Of course, the reasons are
numerous and concern the lack of official information, the non-structuring of the available
data, the lack of official statistics, and the limited share of companies undergoing this
procedure, compared to those in the civil circuit.
At the international level, modern insolvency regulations have been created, and the central
element was represented by the approach based on granting the second chance to debtors.
Most countries have encouraged this treatment, especially after the Second World War
(Gine & Love, 2006), and the model was based on the Bankruptcy Code, adopted in the US
in 1979 and substantially modified in 1984.
Reflections on insolvency in Romania
By Law no. 85/2006 on Insolvency Proceedings, which was amended by Law 85/2014 on
Insolvency and Insolvency Prevention Proceedings, the Romanian insolvency system took
over the American Insolvency Model, implementing the World Bank recommendations
summarized in Principles on Insolvency Effectiveness and the Creditors/ Debtors' Rights
and in the Report on the Observance of Standards and Codes (ROSC), as well as the
Recommendations of the European Commission and the UNCITRAL Legislative Guide.
Thus, the Insolvency Law is based on the recommendations, rules and interpretations
inspired by the European Commission’s communications:
December 2012 - Communication from the European Commission to the European
Parliament, the Council and the Economic and Social Committee, entitled "A new approach
to business failure and insolvency" and
March 2014 - Communication from the European Commission, entitled "Commission
recommends new approach to rescue business and give honest entrepreneurs a second
chance." The purpose declared by the Romanian insolvency law is “to establish a collective
procedure for covering the debtor's liabilities, with the possibility of re-establishing its
activity, where possible. According to Law no. 85/2014 on Insolvency and Insolvency
Prevention Proceedings, the term “insolvency” refers to any phase of the procedure, i.e.
observation period (IO), reorganization (R) or bankruptcy (IF), bankruptcy general
procedure, IPS - simplified bankruptcy, IT - simplified bankruptcy resulting from voluntary
liquidation proceedings (under Law no. 359/2004 and Law no. 31/1990) (Stroie & Mirea,
2016).
According to the statistical data provided by the National Trade Register Office, in
Romania, there had been approx. 700 thousand legal entities (PJ) operating between 2009
and 2015. The numerical situation of the insolvency files submitted between 2008 and 2015
is presented in Table no.1, which contains data provided by the National Union of
Insolvency Practitioners of Romania.
According to the data provided by the two institutions, i.e. the Trade Registry and the
National Union of Insolvency Practitioners of Romania (by removing the IO from the
comparison, because it concerns an interim period in insolvency proceedings), between
2009 and 2015, on average, 5% of the Romanian companies underwent insolvency
proceedings.
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Regarding the specific legislation on liquidation/ insolvency proceedings and the economic
crisis, in Romania, during 2008-2015, many companies without assets/ activity/ financial
statements were liquidated, through administrative liquidation, under the law of companies.
Given the existence of debts and the impossibility of settling them, the vast majority of
companies entered the simplified bankruptcy (IT) proceeding. This category of insolvency
cases amounted to approx. 16% of the total number of insolvency files in 2008-2015. In
terms of the number of files, the judicial reorganization procedure underwent a growing
trend in the reference period (2008 -1%, ... 2010- 2%, 2011 - 3%, 2012 - 4%, ... 2015 - 5%),
compared to the other insolvency proceedings, which was encouraging for Romania.
Table no. 1 The numerical situation of the insolvency files (2008 – 2015)
%
%
Period
Total
insolve
R in
IO
IPS
IF
R
Total
IT
/Proce
number
nts in
Total
PJ
dure
total PJ
files
2008
8034 2612 2788
16904 320 28046 1%
2009
7955 2450 3156
18340 406 29857 1%
690021 4%
2010
4022 5243 5645
18875 636 29178 2%
631989 5%
2011
4297 5374 6860
20546 904 32607 3%
653418 5%
2012
5652 4191
7027 22397 1488 36564 4%
695492 5%
2013
5337 4921
7482
22048 1686 36553 5%
719258 5%
2014
4420 2657 15944
19975 1674 42013 4%
747699 6%
2015
3786 2936 11972
17891 1724 35373 5%
773781 5%
Total
43503 30384 60874 156976 8838 270191
Source: Authors’ own research based on the Activity Annual Reports of UNPIR

The evolution of insolvency proceedings in Romania, between 2008 and 2015, related to the
number of insolvency files, is presented in Figure no. 1.

Fig. no. 1 Evolution of insolvency proceedings in Romania,
between 2008 and 2015, related to the number of insolvency files
Source: Authors’ own research based on the Activity Annual Reports of UNPIR

Research methods
The research methodology was qualitative, based on observation. The paper dealt with the
analysis of the legislation specific to the insolvency proceedings in Romania and it also
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tackled certain case studies. Moreover, it compared the Romanian insolvency proceedings
with the proceedings specific to the USA, Germany and France, i.e. countries whose
insolvency systems have a long history and proven effectiveness. The purpose of this study
was to highlight one of the causes limiting the success of Romanian reorganization
procedures.
In order to analyze the specific taxes on reorganization profits, we tackled the following
legal documents: for Romania - the Romanian Tax Code (Law 227/2015); for the US fiscal
system - the U.S. Code - Title 26 - Internal revenue code, Subtitle A - Income Taxes
(https://www.law.cornell.edu/uscode/text/26); for Germany - the Corporate Taxes/ Profit
Tax (KStG - Körperschaftsteuergesetz) (https://www.gesetze-im-internet.de/kstg_1977/)
and for France - the Income Tax Act (Loi de l’impôt sur le revenue - L.R.C. (1985), ch. 1
(5e suppl.)) (http://laws-lois.justice.gc.ca/fra/lois/I-3.3/page-1.html).
Before presenting our case study on the impact that the taxation on reorganization profits
has on the success of the judicial reorganization procedure, we should clarify that, generally,
a reorganization procedure is triggered by the proposal, approval and confirmation of a
reorganization plan. As a rule, any honest debtor has the right to a partial debt discharge up
to the amount of the liabilities that can be settled in the event of bankruptcy.
Under the accounting regulations, any debt discharge is an income, and according to the
Romanian tax legislation, this income, which is not regulated as non-taxable, is, therefore,
taxable.
Case study on the reorganization procedure of a Romanian company, subject to the
proposal of a reorganization plan with partial debt discharge
Due to the non-recovery of the debts held against other companies, the ABC Ltd company
declares its insolvency in 2016, and then it communicates its intention to reorganize.
Consequently, the debtor retains the right to manage the business and proposes a
reorganization plan. After opening the insolvency proceedings, the legal administrator
notifies the creditors of the company, who make statements of claim. The claims held
against the debtor are centralized in the list of creditors. In relation to the accounting
provisions, the final list of creditors (including debts, e.g. in the amount of 100 u.m.) must
be entered in the accounts.
For example, if certain creditors from the financial and accounting records (e.g. in the
amount of 30 u.m.) did not enrol themselves in the list (body) of creditors, the debtor will be
required to enter the income resulted from the discharge of the respective claims (30 u.m.).
In this case, the operation generates a profit tax/ corporate tax (30 u.m. * 16% corporate tax
rate = 4.8 u.m.) in the respective tax period.
Within 30 days of finalizing the list of creditors, the debtor proposes a reorganization plan.
After analyzing the current activity, the debtor's assets and the private creditor test (the
distribution of claims in case of a possible bankruptcy), the debtor proposes a reorganization
plan with a partial debt discharge, i.e. by 50% of the total liabilities from the list of creditors
(i.e. 100 u.m. * 50% = 50 u.m. to be paid under a plan within 3 years - maximum
estimated). The reorganization plan is approved by creditors and confirmed by the syndic
judge. After confirmation, the plan must be entered in the accounting records. The debt
discharge by 50% generates a taxable income of 50 u.m., i.e. an additional profit tax of 50
u.m. * 16% = 8 u.m., which is due in the first quarter of the plan. The higher the debt
discharges under the plan, the greater the risk of bankruptcy.
In the above example, the generated profit tax is 4.8 u.m. + 8 u.m. = 12.8 u.m., which means
25% of the total estimated payments (i.e. 50 u.m) under the plan, already due in the first
quarter, having in view that the debtor envisaged the settlement of the debt of 50 u.m. within
3 years, respectively 4,16 u.m./quarterly. Since these obligations of certain, liquid and
exigible nature are huge, in relation to the quarterly payments estimated by the payment
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schedule, they may cause the debtor to go into payment default and, consequently, go
bankrupt.
Results and discussions
The partial debt discharge, intended to rescue the honest debtors by granting them the
chance to reorganize their activity and to reinsert into the civil circuit, must be analyzed by
reference to the accounting and tax rules wherewith they are corroborated.
The contradiction between the insolvency proceedings and the accounting/ tax legislation is
related, among other things, to this profit tax incurred by the partial debt discharge, which
falls due in the quarter immediately following the confirmation of the reorganization plan.
Regarding the reorganization plan, the Romanian accounting rules (Accounting Law and
Accounting Regulations) require the entry of the list of creditors and the subsequent
enlistment of the debts cancelled through the reorganization plan.
-Under the Accounting Law no. 82/1991 with subsequent amendments and completions art. 19, "in accounting, profit or loss shall be cumulatively established at the beginning of
the financial year; the closure of the revenue and expenditure accounts is usually made at
the end of the financial year. (2) The final result of the financial year shall be established
upon closure". In accordance with Art. 6 par. (1) of the Accounting Law no. 82/1991,
republished, as subsequently amended and supplemented, any economic-financial operation
carried out shall be entered upon performance in a document which underlies the accounting
records, thus acquiring the status of supporting document.
-Order no. 1802 of December 29, 2014 for the approval of the Accounting Regulations on
the individual annual financial statements and the consolidated annual financial statements
stipulates at Point 310 the following: “(4) Based on accrual accounting, entities shall enter
in the accounts all revenues and expenditures, respectively the claims and liabilities arising
from legal or contractual provisions. (5) In the supplier and customer accounts, debts,
namely the claims from penalties established in accordance with the contractual clauses,
compensation due for pre-terminated contracts and other items of similar nature, are shown
distinctly". Moreover, according to the principle of accrual accounting (Article 53), it
provides that "the effects of transactions and of other events are recognized when these
transactions and events occur (and not as cash or its equivalent is cashed in or paid) and are
entered in the accounting and reported in the financial statements of the corresponding
periods".
The legal regulation is unclear and it is generated because the debtor’s situation is
exceptional. The obligation to enter the list of creditors and/ or the debt discharge is specific
only to insolvency proceedings (the period when the principle of activity continuity is not
applicable), and the expenditures and revenues are not entailed by an activity carried out
under normal conditions.
According to the Romanian accounting rules, if the presentation of a regulation/ provision
(such as the declaration of an income resulting from the partial debt discharge under a plan)
is not likely to reveal a fair situation of the patrimony (as the declaration of the income
generates a reorganization profit, an unreal profit in the circumstances where the company
struggles to survive; otherwise we should agree with the assumption that the respective
profit can be distributed to shareholders!!!), then the provision does not apply, in order to
present the faithful situation of the entity’s assets, debts, financial position, profit or loss.
The non-application of such a provision is presented in the explanatory notes to the financial
statements together with an explanation of the reasons and its effects on the entity’s assets,
debts, financial position and profit or loss.
-OMFP 1802/2014: "19. - (1) Income and expenditure are elements directly related to the
assessment of financial performance, by the profit and loss account.
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(2) For the purposes of these Regulations, the terms below shall have the following
meanings:
a) income represents increases in the economic benefits entered during the accounting
period as inputs or increases of assets or debt discharge, which result in increases in equity
other than those resulting from shareholder contributions;
b) expenditures are decreases in the economic benefits entered during the accounting period
as write-offs or decreases in the value of assets or debt increases, which result in decreases
in equity other than those resulting from their distribution to shareholders.
(3) income is recognized in the profit or loss account when it is credible to estimate an
increase in future economic benefits related to the increase in the value of an asset or the
decrease in the amount of a debt. Income recognition is made simultaneously with the
recognition of asset growth or debt discharge (e.g. net asset growth resulting from the sale
of products or services, or debt reduction resulting from debt discharge)".
"23. - The annual financial statements are prepared in a clear and consistent manner with the
provisions of these regulations.
24. - The annual financial statements must provide a true and fair situation of the entity’s
assets, debts, financial position and profit or loss.
25. - If the application of the provisions of these regulations is not sufficient to provide a
true and fair situation of the entity’s assets, liabilities, financial position and profit or loss,
additional information is required in the explanatory notes to the financial statements in
order to meet this requirement.
26. - If, under exceptional circumstances, the application of a provision from these
regulations is incompatible with the obligations set out in paragraphs 24 and 25, the
respective provision shall not apply in order to provide a true and fair situation of the
entity’s assets, liabilities, financial position and profit or loss. The non-application of such a
provision shall be presented in the explanatory notes to the financial statements together
with an explanation of the reasons and its effects on the entity’s assets, debts, financial
position and profit or loss."
"435. - (1) Income from operations includes:
e) other income from current operations, including income from recovered claims,
contractual penalties, debts that are prescribed, exempted or cancelled/ discharged under the
law, as well as other operating income.
436. - (1) The income resulting from the resumption of provisions or from adjustments for
value depreciation or loss shall be entered distinctly according to their nature.
(2) The diminution or cancellation of the established provisions, respectively the reflected
adjustments for value depreciation or loss shall be made by entering them as income if it is
no longer justified to keep them, if the risk takes place or if the expenditure becomes
exigible.
(3) In addition to these provisions, the provisions of points 235 and 236 shall apply".
The tax inspection bodies supplement the accounting regulations mentioned above, by their
truncated quotation, truncations that we will quote and underline.
In Romania, certain interpretations highlight the income generated by partial debt discharge
as "upfront income". Thus, the profit tax is no longer exigible until the condition stipulated
by the insolvency law is verified, i.e. the debtor is reinserted into the economic circuit.
Otherwise, if the debtor undergoes the bankruptcy proceedings, the Romanian insolvency
law mentions the debt reactivation hypothesis, initially cancelled under the reorganization
plan.
-Insolvency Law no. 85/2014:
Article 114 - enrolment in the list of creditors under the proof of claim;
Article 140 (1) When the decision confirming a plan enters into force, the debtor's activity
shall be duly reorganized; the claims and rights of creditors and of other interested parties
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shall be modified as provided in the plan. In the event of bankruptcy, it shall return to the
situation established by the final list of all creditors and claims against the debtor stipulated
in art. 112 par. (1), subtracting the amounts paid during the reorganization plan.
Article 148 provides that "in the event of bankruptcy following the confirmation of a
reorganization plan, the holders of claims shall participate in distributions according to the
value of their claims, as entered in the final consolidated list".
The lack of certain exceptions to tax regulations, regarding the non-taxable income, i.e. the
non-taxation of the reorganization income, creates unfairness in applying the rules, since the
tax creditor calculates the income tax, thus artificially increasing the value of the insolvent
debtor's tax liabilities. This situation occurs even if, theoretically, in such an uncorrected
and unclear situation, the Fiscal Procedure Code states that, as a principle, the taxpayer’s
interest must be respected.
-Article 13 of Law 207/2015 on the Fiscal Procedure Code: "Art. 13, Law interpretation
(1) The interpretation of tax regulations must observe the legislator’s will as expressed by
the law.
(2) If the legislator's will is not clear from the text of the law, the purpose of issuing the
normative act as it results from the public documents accompanying the normative act in the
process of elaboration, debate and approval shall be taken into account when establishing
the legislator's will.
(3) The provisions of the tax legislation shall be interpreted by means of each other, giving
each the meaning resulting from the whole law.
(4) The provisions of the tax legislation that are susceptible to multiple meanings shall be
interpreted in the sense that they correspond best to the object and purpose of the law.
(5) The provisions of the tax legislation shall be interpreted in the sense in which they can
take effect, and not in the sense in which they cannot take any effect.
(6) If, after applying the interpretation rules provided in paragraphs (1) - (5), the provisions
of the tax legislation remain unclear, they shall be interpreted in the taxpayer/ payer’s
favor".
Regarding the case study presented in this paper, the American, French and German tax
laws provide for exceptions so as not to tax the income resulting from debt discharge under
a reorganization plan and to grant the debtor the possibility to reorganize. The exceptions
are motivated by the fact that the income does not the result from the activity carried out by
the company; they do not have a correspondent in the cash flow and, of course, they are
corroborated with the essential role played by insolvency proceedings, i.e. granting the
second chance to the honest debtor.
Conclusions
By anticipating the blocking of the reorganization plan by the income tax, debtors try to
reschedule their liabilities on the reorganization plan, i.e. the payment of those profits until
the end of the plan. The measure is favorable and corroborated with the insolvency law. By
analyzing the legal provisions, we find that these profits – and consequently the profit tax –
are paid if the company does not undergo the bankruptcy proceedings. The only time when
this condition can be checked is when the company successfully overcomes the
reorganization process. However, because of the lack of procedures and analysis models for
such cases, the tax creditor prefers a simple situation, i.e. to impose additional debts on the
insolvent debtor, without waiting to see if it can face the reorganization. The profit tax,
which is very high, often generates the bankruptcy of the companies and the only obvious
conclusion is that the debtor has not reorganized. Analyzing the conditions that made
reorganization impossible is only a second, undeclared, aspect, which is not highlighted in
official reports.
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In our opinion, clear accounting rules and fiscal measures should accompany the
encouragement of honest debtors to reorganize their business. The non-corroboration of the
insolvency-specific legislation can only have a devastating role in the economy; the direct
effect is represented by the social impact of job losses, the lack of confidence displayed by
capital owners and investors in the development of new businesses, the loss of commercial
relationships, etc.
We are aware of the limitations of our case study since the analysis was carried out starting
from the Romanian insolvency system, which was compared with systems that have a long
history and that are appreciated as efficient, according to the literature.
The comparison involved only 4 countries, i.e. Romania, the USA, Germany and France,
without considering the situation of less developed countries, in order to analyze the results
of reorganization procedures.
A qualitative research based on an interview would be required to identify other risks that
seriously affect the reorganization of companies; we will try to achieve this in the future.
Furthermore, we intend to create a model for analyzing a company's reorganization capacity
based on the risk profile analysis.
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Abstract
In the context of modern technologies, the dynamic expansion of cyberspace resulted in a
numerical and complexity increase of cyber threats, with a direct impact on the national
security of multiple countries. Romania, as a member of the North Atlantic Treaty
Organization and the European Union, has become more aware of this problem, in the last
decade, implementing a set of national strategies regarding cyber defence.
As a part of the national defence system, cybersecurity specialized training is experiencing
both a knowledge and practical experience shortage. Therefore, using higher-education
cybersecurity programmes as an interface for the development of the national defence
system, represents a sustainable solution.
Thus, the present paper aims to highlight the importance of cybersecurity educational
programmes in training future specialists. The starting point is a literature review regarding
cybersecurity and Romania’s perception on this subject, that contributes to identifying and
understanding the need of a cybersecurity educational model for the Romanian defence
system. By interrelating all universities and educational centres that activate in the defence
system, a matrix has been outlined on how the future workforce in the defence system can
achieve specialization by following certain institutional paths.
Keywords
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Introduction
Nowadays, modern society can be characterized by an extensive process of international
reorganizing, with direct implications for Romania, as a subject of international law. After
more than 10 years since Romania became a member of the North Atlantic Treaty
Organization (NATO) and the European Union (EU), multiple economic, social and
political changes had been necessary for the transition to a democratic society and a market
economy and part of these changes involved the national security domain. In fact, the
concept of security is the basis of the North Atlantic Treaty Organization’s fundamental
principle, which is a strong commitment to mutual cooperation between member countries,
focusing on indivisibility as a solution for long-term security.
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On the other hand, the continuous improvement in the evolution of computerized systems
have determine a new dimension of the modern society, known as cyberspace, that was
formed by connecting multiple networks. Beside the benefits and the added-value that
cyberspace brings to multiple sectors of the global economy and the environment itself,
it can also generate unknown risks for both the public and private sector of a country.
In this context, the notion of cybersecurity has begun to emerge, as many international
organizations are taking act of the potential threats, by designing cybersecurity strategies
and other combat instruments against cyberthreats. Moreover, cybersecurity is being
promoted as a discipline and a research domain upon computer science, being built upon
elements from multiple domains like IT, communication systems, psychology, and many
other related disciplines. The skills associated with the specialists performing in this domain
tend to be more complex than those performing regular IT operations. Adding complexity to
the assessment of a certain skill requirement is the risk associated with the security
operations, therefore security specialists tend to have greater levels of access to critical data.
Previous studies (Bicak et al, 2015; Cabaj et al 2018) have identified a trending pattern
regarding the need of cybersecurity specialists: there is a growing need that cannot be
sustain by the current educational resources. Thus, the need of professionals and the primary
activity of the institutions with responsibilities in cyber defence must be taken into account
when implementing new educational programs.
For the current study, Romania was chosen as a geographic coordinate due to the small
number of higher-educational programmes specialized in cybersecurity. Therefore, the
current paper analyses a method of innovating a yet unaddressed issue regarding education
programmes in the cybersecurity domain, as they must adapt to international guidelines.
A basis for the present study was the educational model in the defence system of the United
States of America, where governmental agencies with attributions in intelligence and IT
security, like Central Intelligence Agency (CIA), Federal Bureau of Investigation (FBI),
National Security Agency (NSA), Department of Homeland Security (DHS), Defence
Intelligence Agency (DIA), National Geospatial Intelligence Agency (NGIA), have own
specialized universities, training and research centres, or have partnerships with a number of
higher education institutions to train cybersecurity experts.
The research methodology starts with a literature review in order to identify and analyse a
set of immediate-impact strategies that Romania has on cybersecurity. Afterwards, current
data is collected in order to identify the set of items that will be treated as variables for our
model. Thus, the characteristics of the model will be defined so that it would be able to
optimize the Romanian defence system and provide a better understanding of cybersecurity
educational programs in higher-education.
1.
Romania’s perception on cybersecurity. Literature review
In the past decades, the global socio-political context in accordance with the technological
evolution have contributed to the creation of a new dimension, that isn’t limited by any
boundary, a new dimension known as cyberspace. Nowadays more and more conflicts are
projected in cyberspace, where the amount of information and the data complexity are
valuable resources. Cyberspace, as a word-wide notional trend, is addressed throughout
multiple geopolitical discussions and forums, specialists considering that wars of the future
will be represented by information wars and that cyberspace will become the next theatre of
warfare (Carr, 2009; Roldán et al, 2017; Cabaj et al, 2018).
According to the North Atlantic Treaty Organization, the first major cyberattacks took place
between 2006 and 2008 when NASA and Estonia were the main targets. Thus, the need for
cybersecurity appeared simultaneous with the development of the digital era, nowadays
governments raising an increasing concern regarding cyber warfares and the public security
itself, among international bodies that activate in this sector.
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The year of 2018 marked the implementation of new strategies throughout many NATO
member states as cyber-attacks usage has grown all over the world, including Russia's war
with Georgia in 2008, and with Ukraine in 2015. Modern cyberthreats aim three major
pillars of the world’s economy: financial, infrastructure, and governmental, which are being
constantly targeted with major repercussions worldwide. For example, financial attacks
could interrupt the world’s major markets by taking down electronically-controlled
commodity exchanges, or by shutting down web-based operations of major banks or
retailers (Bimal and Apeksha, 2013). A greater need of cyber technology is needed to win
tomorrow’s fight and, in this context, education will play a significant part by preparing
competent and qualified cyber professionals.
In general, cyberspace is defined by two main characteristics: actions can be taken
instantaneously and anonymously. As cyberspace extended, many challenges were
addressed in order to ensure integrity of national security systems in different countries
around the globe. Therefore, developing and implementing multiple well-structured security
policies became mandatory and materialized as common objectives for international bodies
activating in this field, one of the most important being the North Atlantic Treaty
Organization.
Given Romania's NATO and EU membership, cybersecurity has become a topic of common
interest over the past decade, generating a series of responsibilities for Romania, including
the implementation of a National Cybersecurity Strategy. According to this strategy,
cybersecurity is the state of normality resulting from the application of a set of proactive and
reactive measures that ensures the confidentiality, integrity, availability, authenticity and
non-repudiation of information in electronic form, of public and private resources and
services in the cyberspace (Government decision no. 271/2013).
Among policy makers in Romania, there is an increasing awareness that persistent efforts
are needed to better protect the state's interests in cyberspace against a wide range of
dangerous threats. The intelligence, counterintelligence and security dimension of the
Romanian state is to ensure mechanisms to prevent and counteract cyber-attacks targeting
informational infrastructures of strategic interest, associated with promotion of national
interests in the field of cybersecurity (Romania National Defence Strategy 2015-2019).
Romania's cybersecurity strategy provides a notional and organizational framework,
offering also an action plan in the field of cyber defence, which responds to the current
global needs of cyberspace security, while implementing the conceptual and legislative
framework adopted within the rest of NATO and EU member states. The primary goal of
this strategy is to create, besides other specialized bodies, an integrated national system National Cybersecurity System, with a role in monitoring a coherent implementation of all
prevention and response measures to cyber-attacks at national level and promoting interinstitutional cooperation. The task of coordinating the National Cybersecurity System falls
under the Cyber Security Operational Council responsibility, which is composed of
representatives from various institutions with responsibilities and capabilities in the
cybersecurity area, such as: the Ministry of National Defence, the Ministry of Internal
Affairs, the Ministry of Foreign Affairs, the Ministry of Communications and Information
Society, the Romanian Intelligence Service, the Special Telecommunications Service, the
Foreign Intelligence Service, the Protection and Guard Service, the National Registry Office
for Classified Information and the Supreme Council of National Defence. As a main
responsibility, the National Cybersecurity System has implemented a series of preventive
and management procedures regarding cyber-attacks identified in the national cyberspace
borders. The National Cybersecurity System‘s operational plan is described in the figure no
1.
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Fig. no. 1 NCS procedure - Investigating cyber attacks identified witin Romanian
cyberspace
Source: Ministry of Communications and Information Society – Cybersecurity – Network and
Information Systems Security

One of the many directives proposed in Romania's cybersecurity strategy focuses on the
effort of promoting and consolidating a security culture in the cyber field, as a development
resource for educational programs. In this sense, there are three main developing directions
(The Cybersecurity Strategy of Romania):
- within the compulsory education cycles, implementing a curricula concerning the safe
use of the internet and computing equipment;
- performing appropriate professional training for people working in cybersecurity;
- a widespread promotion of professional certifications in this field should be improved.
The defence and military sector is one of the main beneficiaries of cyberspace technology.
Therefore, implementing a military global command and control instrument for operations
and forces, is necessity for modern armies, in the operating context of a globally distributed
logistics system. Intelligence organizations, commandments and war fighters alike benefit
from the instant and constant flow of information. One of the main national security goals of
the Defence White Paper, adopted by the Romanian Government, based on the National
Defence Strategy, is to improve the capabilities of the Romanian army cybersecurity and to
integrate them within the National Cyber Defence System.
Thus, there is a major need that Romanian educational institutions must cover, by
embracing new research and learning fields such as cybersecurity, especially for the defence
educational institutions. This will set the basis for a modern educational system dedicated to
train cyber defence specialists, in order to be prepared for future security challenges and
provide technical knowledge, with direct implications on the national security strategy.
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2.
The need of a Cybersecurity educational model for the Romanian defence
system
Worldwide, more and more universities have introduced a series of educational programs
with a designation including the phrase “Cybersecurity” in their curricula. Most of these
universities are located in the United States, Great Britain, Australia, New Zealand, France,
the Czech Republic, Germany, Netherlands, Israel and Spain. For Europe, the European
Union Agency for Network and Information Security (ENISA) has contributed to the
implementation of an interactive database, which includes a list of available courses and
certifications in the field of network and IT security.
According to ENISA, there are only four higher-education accredited programs in Romania,
in the field of cybersecurity, in three different universities, each of the program having a
different approach on cybersecurity (Table no 1).
Table no. 1 - Higher-education courses on cybersecurity available in Romania
University
Military
Technical
Academy,
Bucharest

Course level
Master

Course title and type
Information
Security
(offline)

2.

Alexandru
Ioan
Cuza
University Iasi

Bachelor

Information
Systems
Protection and Security
(offline)

3.

Bucharest
University
Economic
Studies

Master

IT Security - Cyber
Security (offline)

1.

4.

of

Focus areas
cryptographic
mechanisms,
services and protocols, PKI
infrastructures and bridge
technologies,
security
of
network protocols, E‐mail and
document security, information
security developing, deploying
and auditing, Cyber defence.
threat analysis, information
classification, access control,
security policies, cryptography,
internet security
secure
applications
development,
applied
computational cryptography,
smart cards, embedded secure
element and TEE, audit - risk
management and QA/SQE
secure
application
development, thread analysis,
ethical hacking, audit - risk
management and QA/SQE

Bucharest
Master
IT Security - Cyber
University of
Security (offline)
Economic
Studies
Source: ENISA – Education Map
https://www.enisa.europa.eu/topics/cybersecurity-education/nis-in-education/universities

As it can be observed in Table no. 1, only one of the four programs is being hosted by a
higher educational institution belonging to the Ministry of National Defence, more exactly
the Military Technical Academy from Bucharest. Comparing Romania’s actual situation
with other EU and NATO countries, where higher education promotes and facilitates access
to a larger number of cybersecurity courses, within multiple universities, we can identify an
emerging need, with possible repercussions on national security.
Taking Germany as an example, there are 148 German universities with available courses
and certification programs linked to IT security. France has a cybersecurity curricula
implemented in 31 universities, while Italy has 15 institutions that provide cybersecurity
specialization programs and the number is far greater if we compare Romania to regions
outside Europe, like the United States of America.
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On the other hand, a larger number of universities with accredited programs and courses in
network and IT security does not necessary guarantee a long-term improvement in national
cybersecurity defence. Different studies highlight that the existing cybersecurity workforce
is not sufficient for satisfying the increasing demand for qualified cybersecurity
professionals (both in public and private sector), and the shortfall will increase by the next
decade (Bicak et al, 2015; Cabaj et al 2018).
Given the broad character of cybersecurity as a science domain, Romania needs to optimize
its military defence educational system, to be more specialized when talking about
cybersecurity, but in the meantime to be more extended, in other words to expand
cybersecurity specialized educational programs to all universities and education centres that
act in the military or national security field (Figure no 2).
In Romania, militarized institutions with major responsibilities in preventing, acting and
supervising cybersecurity threats, like the Ministry of National Defence, the Ministry of
Internal Affairs, the Romanian Intelligence Service, the Special Telecommunications
Service, the Foreign Intelligence Service and the Protection and Guard Service should
benefit from specialized personnel educated and trained in militarized universities.
Specializations in cybersecurity or IT security should exist in all militarized universities and
not only as master courses or postgraduate course, but also as bachelor courses. Also, when
integrating cybersecurity in the defence education curricula, the model should consider the
field of activity of each institution, for a more efficient division and allocation of the
subsectors linked to cybersecurity, as a complex domain.
Considering the comprehensive national and international activities in which the national
defence structures are involved, there is a need of cybersecurity specialists, trained in
multiple interrelate domains. Cybersecurity specialists work with IT and communication
systems, which are different, depending on their field of activity. Therefore, future
specialists need to be trained efficiently, but also differently in order to be able to act and
prevent cyber threats in the specific subsector where they will activate.
In Romania, land forces, air forces, naval forces and intelligence are examples of subsectors
within the defence system, that needs to be treated self-dependent when it comes to
cybersecurity training, thus a more optimized prevention mechanism its achieved.
As a practical approach of our model, the Ministry of National Defence IT specialists should
graduate the first cycle of higher education (bachelor degree) from the Military Technical
Academy from Bucharest and continue their studies (complementary courses, master or
doctoral cycles) in cybersecurity within universities that promote specialized programs, that
focus on a specific domain of interest.
Another pertinent example can be the case of an engineer in computer science, graduated
from the Military Technical Academy from Bucharest and working in the air force
subsector, should have the possibility to continue to study cybersecurity at the Air Force
Academy, where educational programs are built on an air force experience basis and also
offer the possibility of training on specialized IT equipment, software and hardware specific
for this subsector. Thus, both knowledge and practical experience are achieved.
Therefore, cybersecurity educational programs should represent a valuable resource for the
defence system and its educational centres and universities, while facing present security
causes, preparing for the future cybersecurity challenges and building a foundation of
technical knowledge for future security professionals.
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Fig. no. 2 Cybersecurity educational model for the Romanian defence system
Conclusions
Cybersecurity represents a dynamic modern discipline, that is closely linked with the
evolution of the IT sector, embracing both benefits and threats resulted from the emergence
of cyberspace. While the number and complexity of cyberattacks increase, the need for
cybersecurity specialists is expected to grow exponentially, in the next years. Specialists
consider that the demand for the (cybersecurity) workforce is expected to rise to 6 million
(globally) by 2019, with a projected shortfall of 1.5 million (Cabaj et al, 2018).
In this context, a national security threat is identified and addressed by multiple countries
and global organizations within inter-governmental meetings and congresses. Education in
specialized institutions should play a strategic role in preparing this workforce and the need
for cybersecurity specialties is one such strategy (Bicak et al, 2015).
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Romania’s situation was carefully analysed throughout the evolution of cybersecurity
discipline in the defence educational system. The results highlight an insufficient coverage
of this subject in the existing curricula of various universities. Thus, a set of
recommendations were expressed and a cybersecurity educational model was outlined,
regarding the need for specialization of higher-education programs, on existing subsectors
of the Romanian defence system, in order for future specialists to achieve both knowledge
and practical experience.
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Abstract
As human beings we cannot live without being connected through ties to other people, we
form relations based on trust, reciprocity, commitment, we follow norms and we have
common values so we can exchange information and resources. In our economic
interactions, social capital supports the invisible ties between entities, which enable the
access and the use of resources through personal contacts. In regional clusters, over time,
these elements interact at different levels, connect with other factors and may lead to
increased competitive performance. This paper emphasises social capital as a key
mechanism in cluster evolution and considers context and time dimensions and the life cycle
of clusters to understand the analysed settings. The two relevatory cluster cases are part of
the same megaregion, Baltic Sea, and operate in the industry of life sciences.
Keywords
social capital, context, time, cluster life cycle, competitive performance
JEL Classification
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Introduction
The meaning of social capital and its contribution in understanding various processes
extended through time with evidence from disciplines like sociology, economics, political
sciences, economic geography. These perspectives broached the complexity of social
capital, which, despite the easiness of understanding individually the underlying
components, it cannot provide fully integrated functional frameworks.
That is attributed to the nature of social capital, context-sensitive and timebound. These
dimensions were too often neglected in studies, which resulted in biased outcomes.
Closely connected with its two dimensions is its role in understanding cluster evolution and
its connection with the stages of the cluster life cycle.
This paper aims to explore the role of social capital in cluster evolution. It also proposes a
methodological approach resulted through a mixture of three frameworks, within the setting
of two competitive clusters, from life sciences industry, Life Science Nord and Uppsala
BIO. The paper has six body sections; the first four refer to social capital, as theoretical
background, and then in relation with the contextual, time and cluster life cycle dimensions.
The fifth discusses a methodological approach and the last one presents, in comparison, two
cluster cases from Baltic Sea Region.
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1. Theoretical background
The most common definition of social capital is an integrated and interrelated structure of
three dimensions: structural (the structure of the relationships between the actors in the
network), relational (the personal relationships between actors that have evolved over timetrust, norms, mutual obligations etc.) and cognitive (shared perceptions, narratives,
interpretation frameworks, codes, languages, etc. (Nahapiet and Ghostal, 1998). Other
opinions explain social capital as a „networking activity” or „network quality” (Chell and
Baines, 2000), as the „network structure” (Walker et.al., 1997), as means to create a shared
identity (Haydebrand and Miron, 2002), and as the ability to ensure resources by virtue of
membership in social networks or larger social structures (Portes, 2003) (for other work on
social capital see Coleman, 1990; Putnam, 2000). I understand social capital as a key
mechanism that contributes to the functionality of human interaction and which shapes the
economic behaviour of humans. It enables their access to and use of resources embedded in
a specific economic context and it is also influenced by the time dimension.
Coleman (1988, p.108) suggests showing social capital value as a concept in „describing,
explaining or reformulating important phenomena”. Exploring the contextual effects and the
dynamics of social capital in two competitive regional clusters not only makes an interesting
and fervent topic both for economics and economics geography, but also challenges two
existing deficiencies from the literature on cluster evolution.
2. Social capital and context
This section places social capital in relation with context in order to avoid a frequent biased
approach identified in the literature on social capital. In his seminal work, Staber (2007)
recommends reffering to contextual effects while making statements on the role of social
capital on cluster performance, otherwise the view would be incomplete.
Staber (2007, p.510) identifies most common five potential contextual effects from studies
connected to aspects of social capital in relation with performance, which lead to different
outcomes of social capital in different contexts. The first one, restricted variability, limits
findings to only a segment from a broader range of an independent and dependent variable.
The second effect is the curvilinear relationship between social capital and different factors
related to the cluster development.Then follow the effects of changing signs, changing
causal direction and crossing levels of analysis.
It is of utmost importance to understand that there is no formula for amounts of structural,
relational or cognitive types of social capital that in a certain framework can generate a
certain amount of competitive advantage for that cluster. This subject is indeed sensitive
because simply by extracting one element from the setting when changing the context might
generate totally different results of competitive advantage or a lack of its evidence. The
elements are not interchangeable, that is why they have to be observed in that setting and
assessed accordingly. Otherwise, changing the causal direction changes the entire outcome.
Likewise, a change in the context can determine a reversal in the sign of the observed
effects; or even more concerning, the analysis can be compromised if not all elements of
social capital may adapt equally to all levels in the cluster (Staber, 2007).
The key to avoid a biased research approach is contextualization. Staber (2007, p.513)
proposes five ways to achieve it: 1) by a thick description of the research setting, 2) by
context-sensitive sampling plan, 3) by focus on processes and events, 4) through attention to
co-evolution processes at multiple level, 5) through attention to the social mechanism that
links actions at multiple levels.
As a conclusion of this section, when there are different outcomes in different contexts this
is not necessarily because there are different causes, but because the factors involved are
context specific. Social capital is one of the important factors in the cluster evolution
context, but it is not the only one that ultimately influences the setting.
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3. Social capital and time
In this section the focus will be on the relation between social capital and the time
perspective. Social capital is timebound, but compared to other types of capital its value is
not given by how old or new it is. It is necessary that social capital be renewed so its
productive function be preserved on the long term (Westlund and Bolton, 2003). Staber and
Sautter (2011, p.1358) bring an argument in this favour, saying that „the performance of the
clusters varies over time with the evolving knowlege base in the cluster”. Su and Hung
(2009) also concluded in their empirical study that social capital evolves in time, together
with entrepreneurship and networking as factors which make the difference in the
development of national and regional clusters, be they spontaneous or policy-driven in
origin. They suggest these three factors are intertwined and they can hardly be provided by
governamental policies.
Understanding phenomena through the theory of cluster life cycle was motivated by its
applicability in clarifying the context described. As Staber and Sautter (2011, p.1358)
expresses, the life cycle perspective „is an attempt to counter the charge that much research
on clusters is ahistorical and acontextual in character.” Taking this statement as a
benchmark for my research and as another bias to avoid, I consider that the social capital
assets in a cluster cannot be observed statically, on the contrary. Dynamics both in
economics and economic geography has been important in understanding cluster processes.
4. Social capital and cluster life cycle
Literature on the evolution of clusters reveals that social capital changes according to the
life cycle stage at the level of a regional cluster. Menzel and Fornahl (2010) distinguish four
types of clusters according to their life cycle: emerging, growing, sustaining and declining.
One relevant effect, restricted variability, mentioned in section 2, can have implications on
time perspective. For example, if a cluster is in the infancy stage, the structural and
cognitive dimensions of social capital prevail because they generate the needed innovation,
whereas the relational dimension is low. As the cluster progresses through stages, a
structural and cognitive homogeneity happens because the established resources have to be
well exploited.
For the incipient cluster, Menzel and Fornahl (2010, p. 229) indicate „scarce possibilities for
interaction” because there are „few companies and employees”; in the growing cluster there
are „open and flexible networks”, „collective actions” and „institution building” and, in the
sustaining cluster, „synergies and external knowledge” are stressed. In the declining cluster
already, the focus is on a „narrow trajectory”, with „closed networks” and low adaptability.
Also, in Su and Hung (2009, p. 608) the authors present a comparative study of two
biotechnology clusters which follow three main stages of evolution, „like an organism”,
origin, growth and decline/reorientation. Social capital is one of the key factors in their
contexts, together with entrepreneurship and networks, other factors being availability of
funds and scientific/industry base. Fosse and Normann (2017) created an analytical model
which combines the dimensions of social capital (structural, relational, cognitive and
political) with the cluster life cycle stages (emergence, growth, maturity and
decline/renewal) and establish strategies which need to be done by the management of the
cluster along the evolution of the cluster. However, this model has some limitations because
it does not provide strategies for transitional phases between stages. Menzel and Fornahl
(2010) state that when there is an unequal development in parts of the cluster, the cluster is
in transition and it is difficult to place it into a category.
5. Methodological approach
Staber (2007) observes there are two different approaches of a researched problem. For
example, first you assume and try to prove that the success of the cluster is attributed to the
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social capital involved. The other approach is to discover which conditions lead to the
success of the cluster. In the first case it is rather a quantitative approach, based on the
researcher's assumption, whereas the second one is more qualitative, exploratory. The
author advises for the second approach to have a broader selection of cases of clusters in
different stages of evolution and contexts for comparing them.
Social capital relates elements like trust, norms, cultural values (they generally require a
long period of time, sometimes decades, to register a significant change in their dynamic)
and social networks, which influence each other at different levels of analysis. One can
measure and document, for instance, the number of links, the number of nodes in the social
network, the frequency of interaction through social network analysis, which is a valuable
source of empirical research. However, it does not explain also the quality of the connection
and for this, qualitative methods have a purpose.
As a consequence, because the action time of these elements of social capital may be
different, my approach would be to analyse the settings of the selected comparative case
studies through a cyclical time approach, by dividing time according to the steps of a cluster
evolution process: initiation, growth and decline and by considering the contextual effects.
This methodology is the result of combining the approaches of Su and Hung (2009), Staber
(2007) and of Slawinski and Bansal (2012).
According to Slawinski and Bansal (2012, p.1540), there is a „clock time”, originated from
the Greek word chronos, which indicates a linear succession of events, it is „discrete, linear,
measurable, divisible, precise, deterministic, and subject to only one interpretation” and
there is an „event time”, kairos, which indicates the „duration of an event, with a beginning,
middle and end...connecting events through time” It is „subjective, open, organic and
cyclical”. A cyclical temporal perspective makes connections between events from past,
present and future, the orientation is on long-term, cross-sector solutions between
organizations are encouraged and there is a broad range of activities and high staheholder
collaboration (Slawinski and Bansal, 2012, p.1555). The benefits of such an approach
include a greater flexibility for organizations to respond to various possible outcomes
(Marcus, 2009). This perspective is the characteristic of integrated firms, which show higher
tolerance towards uncertainty, draw lessons from the past and also have long planning
horizons. Their vision is in tune with the current vision of the two selected clusters, oriented
towards maintaining their reputation in international competitiveness.
Due to the fact that the analysed regional clusters are examples of competitive performance
in the industry of life sciences I assume they are in their growth phase as event time.
Therefore, the focus in this paper will be on their initiation and growth phases.
6.The cases of Life Science Nord and Uppsala BIO
As social capital cannot be analysed in regional clusters out of the context and dynamics, in
the same way regional clusters cannot be analysed out of their „regional ecosystem”
(Hassink and Fornahl, 2017, p.9). Thus, for the comparative approach, the common grounds
for clusters is their activity in the same industry and same megaregion, the Baltic Sea.
I focus on this area because it provides a common context of analysis little explored up to
this point and so the cluster cases comparison can bring a contribution to the literature on
the role of social capital in cluster evolution.
Also, as Staber (1996) confirms, many clusters are selected for analysis on the basis of the
apparent success and then the authors explain their performance in social capital using
theoretic terms. In case the authors want to discover the conditions attributed to the success
of the cluster, the recommendation is to choose clusters with varying levels of social capital
and success, as well as clusters existing in different contexts (Staber, 2007, p.514). That is
the reason why I have chosen two regional clusters from different countries and aim to
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further explore the context of their evolution and current competitive performance. The
following observations are preliminary insights, based on secondary data research.
Life Science Nord Cluster was legally formed in 2004 and it is a co-financed project
between Schleswig-Holstein Government and EU Commission, with an equal share of 40%,
and a 20% sponsorship from members of the industry association Life Science Nord e.V. Its
purpose is to raise added value in the fields of medical technology, biotechnology and
pharma by strengthening the entire value creation chain in Hamburg and Schleswig-Holstein
and become an internationally leading Life Science Network (EU Cluster Collaboration
Platform).
I assume LSN is in its growing phase, according to Menzel and Fornahl’s (2010)
quantitative direct criteria for dimensions of a cluster. It has a growing number of members230 (189 SMEs and 18 institutions for research and universities) and employees (49.900, in
2016). It earned the EU Gold Label for its extraordinary network management in 2016. LSN
collaborates very well transnationally with Denmark, Finland, Lithuania and Sweden (EU
Cluster Collaboration Platform) as member of a larger network, ScanBalt.
The second case is Uppsala BIO Cluster, from one of the well-known life science hubs in
the world. The cluster was legally established in 2003 in a spatial environment which had a
tradition in the Pharmaceutical Industry since late 1990s and early 2000 (SU Report, 2012),
with the goal to become „internationally competitive within life science” (UB History). The
cluster is one of the three winners of Vinnväxt, a ten-year programme promoting sustainable
growth through developing internationally competitive research and innovation
environments in specific growth fields (UB History).
The heritage of the region was representative in the three main centers of the cluster:
Uppsala, famous for Biotech tools and supply and Diagnostics, Stockholm for Pharma and
Sörmland for biopharmaceutical production facility. After a decline in Pharmaceutical
sector worldwide, the region had to find solutions for declining facilities in Södertälje. So,
building on Sweden’s reputation as a leader in innovation, new cooperation networks
created between universities and companies started to operate in Stockholm-Uppsala region.
In 2004 BIO-X programme began and provided a platform for new ideas and research
findings. The opening of the region towards external collaboration was possible since 2007
through the collaboration Stockholm-Uppsala Life Science, meant to market the region’s
life science over the Swedish borders. Today, the cluster, a startup hub in the mature phase
(UB Report, 2017), has the motto: „We make life science more competitive. Everyday.”
Conclusions
The paper presented preliminary insights into the cases of two clusters from the industry of
life sciences, both having a competitive stance and operating through different settings.
Social capital appears to have an important role in these settings by being a factor
facilitating relationships, access and use of resources, by being a glue and a lubricant in the
clusters’s evolution and by generating competitive advantages.
The contexts and the evolution in cyclical time are crucial for a good evaluation of the
influence of social capital in clusters. The initial structure allowed Life Science Nord to
have a good collaboration between governments from national and supranational level with
companies and other institutions, like universities and hospitals, which contribute to
advances in technology. Uppsala BIO has evolved as a structure based on academia-industry
collaboration, which proved to be placing it as a factory for highly successful companies.
Both clusters are currently very competitive on the life sciences markets.
This paper has limitations related to the empirical evidence, due to the fact that it brings just
preliminary insights based on literature review and desk research cluster-related data. A
future paper is intended to present the outcomes of collecting and interpreting field research
evidence on the selected cases.
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Abstract
Terrorism has always had a considerable impact on tourism development in general and also
on the evolution of air transportation worldwide. In many cases, terrorists directly target
tourist attractions and highly transited places, such as airports, for a more powerful impact.
In this context, it is clear that terrorist attacks influence the evolution of both the tourism
and the airline industry and that, in order to recover from such events, implementing a
common rehabilitation strategy is a necessary measure to be taken by the authorities.
Over the past three years, many different terrorist attacks have affected several European
countries during the tourist season and also some incidents were reported around the
elections. These events have directly influenced the tourist dynamics in the area, including
the perception of Romanian tourists traveling to Europe for tourism or business purposes.
Since the emergence of low-cost airlines, which offer affordability, convenience and wide
network coverage in Europe, air travel has become one of the preferred transportation mode
for Romanian tourists. Moreover, low-cost airlines contributed to the development of new
forms of tourism, especially in Europe, such as short haul city tourism, visiting friends or
relatives or second residences. In this context, it is clear that the recent attacks in Europe
have influenced the dynamics of tourism and air travel in Europe and have affected
Romanian travelers’ perception. The purpose of this paper is to analyze the impact of
terrorism on air travel and tourism and to identify the necessary measures in order for a
destination to recover following these major negative events.
In order to achieve this objective, an analysis of secondary data has been made from
scientific publications, journals, websites as well as of statistics regarding the Romanian
travel preferences.
Key words
Air transport, Terrorism, Tourism development, Tourist behaviour
JEL Classification

Introduction
International tourism is an important contributor to the world economy. For many
developing
countries, travel and tourism is the sector representing the main export
industry. Moreover, there is a bilateral relationship between air travel and tourism. Air travel
has always been an important factor supporting the progress of international tourism and
also contributing to the development of new forms of tourism such as: short haul city
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tourism, stopover tourism, visiting friends and relatives. On the other hand, tourism
development generates more air travel and the airline networks and the airport infrastructure
are directly linked with the number of tourists that a destination is planning to attract. In this
context, negative events, political and social instability are phenomena that have a major
impact on the airline industry, the tourism industry and the economy of a region or country.
The major threats to the industry are socio–economic problems which in most cases
lead to an increase in the crime rates, political instability, but, the threat of terrorism
remains on an even higher alert. This paper explores the relationship between terrorism –
air travel – tourism, from different angles:
 The impact of terrorism on tourism
 The strategies implemented by tourism organizations for the recovery of the tourism
destination after a terror attack
 Terrorists’ interest in targeting tourist attractions
 The impact of terrorism on air travel and terrorists’ interest to target airports and
airplanes
 The impact of terrorism on the tourist behaviour
Moreover, the paper also focuses on investigating the way the recent terror attacks in
Europe have influenced the evolution of tourism in the concerned countries and all over
Europe.
In order to achieve the above mentioned objectives, an analysis of secondary data from
various scientific publications, journals, websites and statistics has been done.
Tourism - terrorism relationship
According to Pizam & Mansfeld (2006), there are three dimensions of the relationship
between tourism and terrorism:
 Terrorist acts directed towards civils but affecting sometimes tourists as well
 Terrorist acts towards economic targets related to tourism activities
 Terrorist acts targeting tourists and tourist destinations
In many cases, terrorist target tourists and mass tourist destinations because tourists
represent the values and ideologies that terrorists are fighting against (Paraskevas &
Arendell, 2007), because politically, an attack on them represents an attack on their
governments (Richter & Waugh, 1986 in Paraskevas & Arendell, 2007) and in order to
attract wider international media attention and to make a bigger statement (Liu & Pratt,
2017). Moreover, in some countries, tourism is the main source of economic prosperity and
a terrorism act would affect the whole economy and the political establishment of the
country (Paraskevas & Arendell, 2007). The impact of terrorism on tourism is negative and
multifaceted, affecting the destination itself, the tourism industry, host governments,
governments of generating markets (Pizam & Mansfeld, 2006).From this perspective,
terrorism has an important impact on the tourism industry, affecting it both directly and
indirectly.
First of all, terrorist attacks damage the destination image and discourage tourists from
visiting (Pizam & Mansfeld, 2006; Liu & Pratt, 2017), altering tourism demand patterns
(Backer, D., 2014). In this context, destination organizations should conduct recovery
marketing strategies integrated with crisis management activities (Backer, D., 2014), as well
as implement destination-specific anti-terrorism strategies (Paraskevas & Arendell, 2007;
Liu & Pratt, 2017). Although frequent terrorist acts in a region might lead to the collapse of
a tourism destination, it is considered that the negative impact following an act of terror may
be transitory and the destination can rebound (Paraskevas & Arendell, 2007).
Terrorism also has an indirect impact on tourism, considering that acts of terror become a
major concern for local, regional and national governments, which might change their
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policies towards the future of the sector (Pizam & Mansfeld, 2006). Following a terrorist
attack, governments will either diminish their involvement in tourism development due to
the high risk involved or they will invest in improving security measures and promoting
tourism, in an attempt to overcome the tourism crisis (Pizam & Mansfeld, 2006).
Moreover, the decline in tourism numbers and tourism expenditure might determine a
decrease in foreign investment, which will reduce the capital stock required for a continued
economic growth (Enders & Sandler, 1996 in Liu & Pratt, 2017). Both these two aspects
affect the development of tourism on a long term. In addition, terrorist attacks may destroy
the public infrastructure (airports, roads, bridges) (Liu & Pratt, 2017), which is essential for
the unfolding of tourism activities. After an attack, tourism services may also become
degraded, due to the decrease in the number of employees and the lack of funds for
maintenance (Pizam & Mansfeld, 2006). Furthermore, transnational tourism companies
(hotels, restaurants) might cease their operations in a certain region, following terrorism
acts, which impacts the destinations and their marketing infrastructure (Pizam & Mansfeld,
2006).
Terrorism acts might also determine airlines to discontinue their service to specific
destinations, which will have a negative impact on the accessibility (Pizam & Mansfeld,
2006).
The airline travel – terrorism relationship
There is a co-dependent and bilateral relationship between air travel and tourism (Duval,
2013; Bieger & Wittmer, 2006; Graham et al., 2008, Stoenescu, 2017). It is considered that
air travel is an important part of the tourism industry, supporting its development but, at the
same time, air travel contributed to the emergence of new forms of tourism and has been an
important factor in the development of international tourism. Moreover, air transport has an
important role in facilitating the growth of other industries, including tourism (Mitra, D. et
al., 2017). In 2015, air transport represented over 54% of all international arrivals, compared
to 39% representing road travel, 5% water and 2% rail (UNWTO in OECD, 2016). In
addition, according to ICAO (in OECD, 2016), international air traffic measured in terms of
Revenue Passenger Kilometres (RPKs), is expected to be 2.6 times higher in 2030 than in
2010.
The bombing on the Russian airplane from the Sinai Peninsula to Saint Petersburg, the
attack carried out on March 2016 in Brussels Zaventem Airport and the attack taking place
on June 2016 in Ataturk International Airport in Istanbul are some examples from the last
years testifying the interest that terrorist have on the aviation industry (Azani et al., 2016).
The aviation industry represents an attractive target for terrorists because, along with other
transportation means, it has an important psychological effect on the population and it can
also paralyze transportation at the international level (Azani et al., 2016).
Terror attacks against the aviation industry started in 1960 with the wave of Palestinian
terrorism but it was in September 2001 that this phenomenon began to be at the frontline of
international media (Azani et al., 2016). In fact, from that moment, terrorism determined
important changes in the airline industry such as intensifying the security checks and the
screening processes, limiting the amount of liquids and aerosols onboard, introducing full
body scanners, removing laptops and tablets from luggage for better screening.
As security filters has improved, terrorists started to target airports instead, in particular the
area before the security screening, taking advantage of the fact that it is a highly transited
space and that most of the times it is very crowded, because of the complex screening
processes taking more time than before. Some of the terrorist attacks taking place in airports
during the last years were:
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 On the 24th of January 2011, a bomb exploded in the arrival area of Domodedovo
International Airport in Moscow, with 35 casualties; the attack was conducted by a
group from the Caucasus area, led by Doku Umarov
 On the 2nd of March 2011, in Frankfurt Airport (Germany), a bus transporting a US
military group has been attacked by an airport employee, in the terminal 2 area,
leading to two deaths and 2 injured.
 On the 18th of July 2012, on the Sarafovo Airport in Burgas (Bulgaria), a group of
Israeli tourists have been involved in a bombing which took place in a bus after
their arrival with a charter flight.
 On the 15th of December 2012 and on the 8th of June 2014 two terrorist attacks took
place in Pakistan, in Bacha Khan International Airport and Jinnah in Kharachi.
 On the 22nd of March 2016, two explosions hit Zaventem Airport in Brussels and a
third one at the Maelbeek metro station, next to the EU Headquaters, with a total of
34 deaths and 316 injured (The Guardian, 2016).
 On November 13rd, 2015, in about three hours almost simultaneously three terrorist
attacks took place at different locations in Paris. On the 14th of July 2016, a French
citizen with Tunisian origins drove his truck into the crowds
celebrating the National Day of France on the Promenade des Anglais in Nice. The
attacker had not previously been in the evidence of the authorities for suspicions of
terrorism.
 On the 28th of June 2016, three kamikaze terrorists blew up their explosive vests in
the arrivals area of the International Airport Ataturk in Istanbul, causing 42 deaths
and 239 injuries. The two airport attacks were caused by terrorist affiliated to the
Islamic State (CNN, 2016).
In this context, additional measures have been taken by airports worldwide, in order to
prevent similar attacks from happening. The EU increased the regulations on the
implementation of the security standards in Europe, thoroughly and rigorously screening
airport employees, implementing stricter inspection of travellers (Azani et al., 2016).
Moreover, as screening processes are becoming more complex, IATA started working with
airports and partners across the value chain to implement self-service options in airports for
faster travel, in order to reduce passenger waiting time and fluidize airport traffic, in an
attempt discourage terrorists.
Tourist behaviour and terrorism
Peace and safety are two important factors in travelers’ decision in choosing a destination
(Liu & Pratt, 2017). Some of the identified consequences of terrorist attacks on tourism
behaviour are: trip cancellation, replacing risky destinations with safer ones.
On the other hand, it has been argued that terrorist attacks may support the development of
“dark tourism”, increasing tourism demand in low to moderate political-risk countries (Liu
& Pratt, 2017). The impact terrorist attacks have on tourists depends on their attitude to
international travel, their risk perception level and income (Sonmez & Graefe, 1998 in Liu
& Pratt, 2017). According to Pizam & Mansfeld (2006), there are several factors
determining the perceived risk of traveling to a destination affected by security issues:
 The objective facts taking placing at the destination;
 The image projected by the media;
 The tourism operators (i.e., travel agents and tour operators);
 Personal information sources (i.e., friends and relatives);
 The subjective acceptable risk of each traveller
While some tourists might be concerned with security threats and cancel or postpone their
trip after an attack, others might be less affected and continue their travel to that destination
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(Liu & Pratt, 2017). Referring to the income as an important factor in choosing a
destination, in the aftermath of an act of terror, tourism companies might reduce prices and
offer incentives to attract tourists. In terms of main transportation means used, most of the
tourists generally choose to travel by air because of the costs, the convenience of the flight,
the length of the trip and the higher level of comfort (Ali, 2007). Still, their decision can
change depending on factors such as: meteorological events, pandemics, political instability,
terrorist attacks.
According to a research conducted by in 2018 by International SOS and Ipsos Mori
Reputation Centre on 1000 respondents from the business environment, it has been shown
that international events determine them to change their already established trips, 58% of
them being influenced by terrorist attacks, 43 % of them by extreme weather conditions and
natural disasters, 42% by the overall risk in that country. Out of the total number of the
respondents, 63% consider that travel risk have increased during last year and estimate a
52% of the risk level for next year. Although the perceived risk of travelling has increased,
48% of the respondents consider that various measures have been taken in order to address
these risks. Among the measures taken are: the improvement of security, the update of the
travel risk policies, implementing programs tracking tourists, investments in communication
systems in crisis situations (SOS International, 2017).
Research Methodology
In order to see to what extent terrorist attacks in Europe have influenced the perception of
Romanians traveling abroad, an analysis of the Romanian tourists has been done from two
perspectives. First of all, the research took into consideration the number of Romanian
tourists participating to external tourism activities in three countries Belgium, France,
Turkey, through two categories of travel agencies: tour operators specialized in the
organisation of tourism programs and activities, commercialized directly or through other
travel agencies and agencies with sale activity, selling tourism programs created by tour
operators.
Secondly, the data of the annual publication Air transport of passenger and goods for the
years 2015-2017 has been analysed, as well as the data of the global leader in hotel, tourism
and leisure consulting company Horwath HTL, which made it possible to have a better
insight of the way tourists’ perception has been influenced by the recent terror attacks.
Results and discussions
The terrorist attacks which occurred recently in France, Belgium, Turkey, causing deaths
and casualties among locals and tourists, have been widely publicized through international
media agencies, affecting in many cases the tourists ‘decision when planning a trip to these
countries and influencing tourists’ overall perception of traveling in Europe, in terms of
safety.
According to INS, the number of Romanian tourists who traveled in Europe decreased from
1,169,162 in 2015 to 1,080,154 in 2016. Although the number of tourists decreased, the
number of Romanian tourists choosing to travel by airplane increased from 21% in 2015 to
30% in 2016, while the proportion of tourists who use the road decreased from 78% to 69%.
This can be explained by the fact that air travel became a convenient and affordable mode of
transportation in Europe, mostly due to the development of low-cost airlines. Moreover,
low-cost airlines were important factors in the development of new forms of tourism, such
as „short haul city tourism”. In 2016, 90.1% of the Romanian tourists traveled for holidays,
2,6% for business trips and professional reasons, and 7,2% were persons in transit. Of the
total number of tourists, 99.4% chose holiday destinations in Europe.
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Table no 1. Number of Romanian tourists taking part in external tourist actions
organized by travel agencies, by destination country
Years
Continent and origin
Travel agencies
country for foreign
2014
2015
2016
tourists
MU: Persons
Tour operator agencies
Belgium
1238
6167
1867
France
15230
18920
17631
Turkey
Sale activity agencies

Belgium
France
Turkey

66895
647
13410
38575

63700
230
14506
34927

69867
275
16495
32713

Source: authors’ processing, based on INS data.

As it can be seen in (table no. 1), the number of Romanian tourists traveling to Belgium and
France decreased in 2016 comparative with 2015. Regarding Turkey, the number of tourists
traveling through tour operators increased in 2016 compared to 2015 for tourists who
choose to travel with tour operator agencies and sale activity agencies. In the case of France,
the number of tourists traveling with tour operator agencies increased, while the number of
those who chose the agencies with sales activity decreased.
On the other hand, the statistics indicate that the overall number of Romanians travelling to
Turkey has decreased in 2016 with almost 7% (fig. no.1). In this context, it is clear that
Romanians travelled less to Turkey on their own but felt safer to purchase a travel package
from tour operators. Statistics also indicate that, despite the terror attacks and political
instability, Turkey remained a tourist attraction for Romanians also in 2016.

Fig. no 1. Number of Romanians travelling to Belgium, France and Turkey
Source: authors’ processing, based on INS data.

Moreover, in all three cases, it is obvious that, in 2017, the number of Romanian tourists has
increased. This can be explained by the fact that, in the case of terrorist attacks, the impact is
visible immediately but is not lasting if there are no more incidents that occur. In addition,
after the attacks, all three countries have implemented strategies in order to minimize the
damages and promote tourism. After the Nice attack, there has been a 10% decrease in the
number of tourists but the French government launched the program “Cote D’Azur now”, in
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collaboration with representatives of the tourism industry, in order to re-establish France as
an important tourism destination. A budget of 1 million euros has been allocated for this.
After the implementation of “Cote D'Azur now”, the number of foreign tourists who visited
France in 2017 increased by 11.2%, according to the latest report published by the National
Institute of Statistics and Economic Studies of France (INSEE) the number of hotel
accommodation nights increased by 5.2%.After the attack on Zaventem Airport (Belgium),
a collaboration between Brussels Airlines, Brussels Airport, SNCB and several local travel
agencies has been signed, in order to implement a Belgian touristic image rehabilitation
program called “Hi Belgium Pass”. This program allows passengers flying with Brussels
Airlines from the 50 airports in Europe to Brussels Airport (The Bulletin Belgium, 2017) to
benefit of various facilities. As far as Turkey is concerned, not only the number of
Romanian tourists has decreased, but also tourists from other countries.
In order to attract more tourists, the Turkish government promoted the country to the World
Travel Market in the UK, the Ministry of Tourism hired several people to answer questions,
to distribute brochures to more than 100 exhibitions attended by representatives of tourism
in Russia, Germany and the Netherlands. Moreover, the government increased subsidies for
airlines that bring tourists to certain airports in Turkey (Horwath HTL, 2017). According to
the press release published by the Turkish National Institute of Statistics (TÜİK), following
these measures of promotion, tourism revenues in 2017 increased by 19% compared to 2016
as a result of the increase in the number of foreign tourists.
Since 2017, the number of Romanian tourists traveling in France, Belgium and Turkey
began to increase as a result of programs implemented by these countries to revive the
image of tourist destinations, but also because no other major incident has been registered.
In Belgium there was no another major terrorist attack since the one in Zaventem Airport,
and the fact that Brussels is the headquarters of the European Commission, the EU Council,
NATO and Eurocontrol makes the country recover faster from the attack and attract both
leisure and business tourists, also after the measures taken, such as increasing the number of
police forces on the. Being one of the great economies of Europe (Claveria & Poluzzi, 2016)
and implementing higher control measures in the big shopping centers, public institutions
and all the tourist attractions have contributed to France recovering from the negative
impact of the terrorist attacks. In the case of Turkey, after the bombing at Ataturk Airport
there were several terrorist car bombings in the middle of the city, attacks on foreign tourists
in a club on the night of 31st December 2017, as well as political instability, which could
make tourists be skeptical about travel safety. At present, the security situation is unstable
both in Ankara, Istanbul, but also in the south and south-east of the country due to political
instability and Turkey's military interventions in the Syrian African region, which could
make Turkey become in the future a target for Syrian terrorist groups (Akman, 2010). But,
even in these conditions, the number of Romanians travelling to Turkey has increased in
2017.
Conclusions
Terrorism acts have a considerable influence on tourism and on tourists’ perception of a
destination. Nevertheless, isolated terrorist attacks, even major, impact tourism on a short
term and tourist destinations have the possibility to recover if they adopt an image
rehabilitation program and a strategy developed between the important stakeholders. This
could be seen also in the case of Romanian tourists. In 2016, when the terror attacks
occurred, most of the countries encountered a decrease in terms of the number of tourists but
in 2017, all countries have implemented specific programs to re-establish themselves as
important tourism destinations and managed to attract more tourists.
Moreover, although some of the recent terrorist attacks took place in airports (Belgium,
Turkey), air travel remains one of the preferred transportation mode for Romanians,
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especially because of the low-cost airlines which started to operate on many Romanian
airports, at very affordable fares. From this angle, although terrorism has a strong impact on
tourism, destinations can rebound by implementing recovery programs and improving
security in airports and public places.
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Abstract
The consumer society, which originally emerged in the last decades of the 19th century
and experienced a rapid expansion in the Western world, was based on an economic and
social system whose main driver of growth was the continuous stimulation of consumer
demand, being well known the individual's aspiration for the continuous improvement of
his own living standard. The main consequence was the transformation of consumption
from a means of satisfying the material needs into a value in itself, fact which led to the
emergence of a new form of culture – the consumer culture – meaning the life built mainly
around consumer goods and entertainment. And because we cannot mention the consumer
culture beyond its predominant value – the consumption – that has to be shared by most
members of a society, we notice that the phenomenon of globalization has favored the
expansion of this modus vivendi not only in the traditional capitalist society, but also in the
countries recently out of the totalitarianism. In this context, the purpose of our work is to
investigate, through an exploratory marketing research, the main features of the
consumption behavior of the young generation from Romania, by observing and analyzing
its rational or irrational character, which is given by the resources allocation manner in
relation to the available revenues.
Keywords:
consumer society, consumption culture, young generation of consumers, irrational
consumption behaviour, marketing research.
JEL Classification:
I30, O10, Z10, M31

Introduction
The consumer society at the apogee of its development had, as a dominant ideology, the
consumerism, that is a doctrine in which the glorification of consumption was the supreme
value. The economic life in this model of society was oriented towards the systematic
encouragement of the purchase of goods in large quantities, respectively, to their
exacerbated consumption. From a social point of view, cohesion was assured by promoting
a lifestyle in which consumer behavior had obvious mimetic features, with people being
strongly influenced, inevitable by manipulation actions conducted also by the transnational
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corporations, which are permanently in a war of conquering global markets, to consume
whatever was fashionable, whatever was new and not always whatever was absolutely
necessary.
Consumer capitalism has proposed, in the fullness of its expansion, not only the
globalization of the production and the labour associated with the free movement of
information and high technologies, but also, as expected, the globalization of the cultural
ideology of consumption. In this context, the commodity that is no longer a means for
satisfying the needs, it becomes a real means for the social colonization, leading to the
uniformity of consumption needs and to their prompt satisfaction for all the citizens of this
”global village” which is the nowadays’ world.
The natural consequence of these developments was a major change of paradigm in the
global society, namely that man no longer proposes models to follow, shaped under the
influence of the traditional family and the values of the high culture. Nowadays, the market
is the one that obviously produces the best consumption patterns and the individual has to
choose between them. Altough men has the illusion of its own choice of lifestyle, in reality,
the strong and critical personality of man is replaced by a weak, even alienated one, very
concerned about image, status and social prestige.
In order to achieve the proposed goal, the paper, structured in several sections, starts with an
incursion in the scientific literature in order to identify the most relevant aspects of the
current consumer society which has raised the consumption to the rank of a value itself. This
section is followed by the one dedicated to the presentation of the objectives and the
methodology used. The third section includes results and discussions. At the end of the
paper, are briefly highlighted the conclusions of the carried out research.
1. The consumption – supreme value of the consumer society
More and more, both in literature and in public discourse, consumption is no longer
analyzed only from a utilitarian perspective, as a banal means of satisfying needs, but also in
terms of its new valence - value in itself - which was acquired in the capitalist society of the
last decades of the twentieth century.
The social context that created a framework favorable to the settlement of consumption in
the hierarchy of values is that system in which material goods and their accumulation
process become extremely important for individuals - the consumer society.
The consumer society therefore means a social and economic order based on the systematic
creation and stimulation of the desire to acquire consumer goods in increasing quantities. To
maintain consumption, goods are often less durable or even produced and sold in the
perspective of a scheduled moral wear (Voinea and Negrea, 2016).
The consumer society can not exist without the culture of consumption. And this culture of
consumption - or, in other words, life built around mass-produced goods, mass-media and
malls - is a phenomenon that spreads all over the world.
The increasingly important role that consumption has in people's lives, both in developed
countries and those in less developed countries, to the extent that they can afford it (because
they are rather producers than consumers), can be considered the strong argument to support
the idea that consumption culture can be considered a form of culture like any other.
If it is essential that any form of culture be defined, first of all, by a set of values shared by
all its members, consumption culture focuses on consumption, this being its central value.
Such a state of affairs is undeniable, especially when we see that a growing number of
people, perhaps even the majority of the members of a society, have come to value
consumption. Especially in developed societies, consumption no longer only means
acquiring the strict necessity for existence, but begins to be regarded as valuable in itself.
A sine qua non condition of the existence of any form of culture is to be shared by members
of a specific society. In the case of consumption culture, the multitude of individuals sharing
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a similar value - consumption, reveals this aspect. Everywhere people are involved in the
purchase of goods and the use of services. Moreover, people are surrounded by their fellow
humans who display their purchased goods in any context (on the way to work or home, at
work, at the table, etc.) (Ritzer, 2010).
People who value consumption are also the easiest to manipulate in the direction of
consumption, whether or not they have the means to consume more. They will be
determined to seek the means to allow them to consume more and more. On the other hand,
this capitalization of consumption is not only observed at the level of each individual, but
also at the collective level, at the level of a community or society.
On this background of excessive concern for the acquisition of goods, human society is
characterized as being strongly influenced by consumerism, that consumption-related
ideology, according to which most people have a strong desire for consumer goods and
aspire to a life centered on this desire, having the belief that such a life will satisfy
emotional needs to a much greater extent than the mere satisfaction of material needs (Holt,
2003).
The adoption of consumerism mentality as "modus vivendi" is considered a global
phenomenon. This occurs even in the ranks of the poor or unemployed, because the
ideology of consumerism is not limited only to those who can afford to buy consumer goods
but also to those who only allow themselves to "dream" of those goods, causing people to
become consumers not only in reality, but also in fantasy (Voinea și Negrea, 2016).
Equally, consumer capitalism has contributed to this phenomenon of value-for-money
consumption. Nowadays, as capitalism no longer only involves the globalization of
production and labor, but also the global spread of consumption culture, we can assert that
we are witnessing the globalization of the "cultural ideology of consumption" (Ritzer,
2011).
Capitalism can no longer rely solely on production, but must focus on determining an
increasing number of people to buy what is produced. Thus, in addition to the production of
goods and services, capitalism begins to be increasingly defined by the "production" of
consumers and consumption culture (Ritzer, 2010).
Consumption has come to be considered too important to be left to free choice and to the
whims of consumers. They must be determined to consume and, as far as possible, in larger
quantities. That is why it is essential to create, fuel and expand the consumption culture
globally.
The capitalist society is organized around consumption, commodity fetishism, and goods
display through which individuals gain their prestige and express their identity and status.
Thus, commodities are no longer only characterized by use value and exchange value, but
they also acquire a symbolic value, suggesting prestige, luxury, power, style, aspects that
become an increasingly important aspect of consumption (Firat et al., 2013). The
commodity has come to occupy fully the social life. Not only does the relation with the
merchandise become visible, but nothing is visible outside of it: everything that is seen is its
world. With the industrial revolution, the manufacturing division of labor and mass
production for the world market, commodity actually appears as a power that truly colonizes
the social life (Debord, 2011b).
As consumption tends to dominate morality, the notion of "consumer society" has begun to
gain a pejorative connotation, becoming synonymous with modern capitalist society, where
short term, image, possession and publicity gets apparently dominant values of the
economic system, to the detriment of ecology and social relations (Lipovetsky, 2007).
Since the 1970s, consumer society has been increasingly virulently criticized. French
sociologist and philosopher Jean Baudrillard, in his work entitled Consumer Society,
criticizes collateral damage caused by abundance and consumption, and condemns
excessive consumption because "it has become a way of responding to an imperative that

566

New Trends in Sustainable Business and Consumption

differentiates from others, taking place of moral, creating artificial social relationships and
new symbols (of welfare or power associated with the accumulation of goods); and all this
for the profit of corporations and in the detrimental of environment, resulting in mortgaging
the future of humanity" (Baudrillard, 2008).
With all the criticisms of the mass-consuming society, paradoxically, as nations thrived,
constantly new consumption desires appeared. People continued to consume, though,
apparently, seemed to be needing nothing. But the more they consume, the more they want
to consume. The age of abundance seems to have generated an immense appetite for
consumption, so that any saturation of a need was immediately followed by the appearance
of another, which subsequently materialized into a new demand.
2 Research Objectives and Method
The purpose of the present marketing research is to explore the main characteristics of the
consumption behaviour observed among the young generation in Romania, by taking into
account the rational or irrational nature of the spending process in relation to the income
achieved.
Research objectives focused on the following dimensions of the problem investigated:
 To understand the socio-economic profile of young buyers by considering the
amount of their monthly earnings;
 To identify the orientation towards consumerism of Romanian young people by
analyzing the value of monthly consumption expenditures;
 To determine the rational or irrational character of the acquisition behaviour
specific to the new generation of consumers, taking into account the gap between
the incomes available and the consumption expenditures per month;
 To explain the state of financial dependence or independence among the new
generation of consumers by observing the source of additional funds, in situations
where consumption expenditure exceeds the monthly incomes achieved;
 To find out if there is a saving trend among the new generation of consumers, by
identifying the destination that Romanian young people give to the positive
difference between revenues and expenditures.
The target population of the research was composed of students from the
Bucharest University of Economic Studies, of Romanian nationality, residing in Bucharest,
both male and female, aged between 23 and 26 years old, enrolled in one of the following
master programs of the Faculty of Business and Tourism: Quality Management, Expertise
and Consumer Protection, Administration of Commercial Business, and Business.
The marketing study undertaken was exploratory in nature, and the applied research method
was the non-dissimulated observation.
The data collection tool was the Consumption Journal, which was applied through selfadministration, in November and December 2013-2017.
The Consumptin Journal is a particularly useful tool in this approach, as it offers the
opportunity to highlight:

the share of each category of expenditures in the total expenditures;

expenditure categories with the most important share in the total expenditures;

expenditure categories with the lowest share in the total expenditures;

the types of expenditure with the highest share within each category of
expenditures; the types of expenditures with the lowest share within each
category of expenditure; ;

the ratio between monthly income and monthly expenditures;

the propensity to save or, on the contrary, the tendency to spend the money
irrationally.
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The selection of a five-year period for the data collection process was aimed at identifying
behavioural patterns of consumption among young Romanians, considering that the
relevance of the information would have been reduced by limiting to a single calendar year,
given the possible influence of conjunctural factors on consumption.
The sample of the research consisted of 75 people, including 15 students in each year of the
study period. They were selected by simple random sampling, as follows: 11 women and 4
men in 2013; 9 women and 6 men in 2014; 10 women and 5 men in 2015; 13 women and 2
men in 2016; 11 women and 4 men in 2017.
The consumption diary was developed using the Excel spreadsheet program. The diary
content included the consumption expenditures over a month, both in total value and
structured by categories. Practically, people in the target group of the research were sent the
excel layout of the consumption diary, and were asked to report their available monthly
earnings and to record their daily spendings over four consecutive weeks.
3 Results and Discussion
The data processing was done using the Excel spreadsheet program. The first stage
consisted in the centralization of the information, for each year of the research period, for
each of the 15 randomly selected students: the monthly income and the monthly total
expenditures. Than, in order to highlight the propensity for saving or, on the contrary, the
predisposition for irrational, unplanned consumption, the difference between the total
monthly income and the total monthly expenditures of the respondents was also calculated.
Subsequently, based on these data, it was calculated the annual averages as well as the
averages for the whole period of the research.
In Tables 1 are centralized the data extracted from the consumption journals of the 15
respondents for each year of the survey period:
 In 2013, the average monthly income of the respondents was 1644.73 lei, while the
total average expenditures were 1744.67 lei. Although 10 out of the 15 respondents
had a lower level of the monthly expenditures than that of monthly income, stating
that the surplus would be for saving, however, on average there was a deficit of
99.93 lei;
 In 2014, the average monthly income of the respondents was 1,546.67 lei, while the
average monthly expenditures is 1750.53 lei. Although 8 of the 15 respondents had
a lower spending than the monthly income, indicating savings as the destination of
their excedent, however, on average there was a deficit of 203.87 lei.
 In 2015, the average monthly income of the respondents was 1862.33 lei, while the
total average expenses was 1945.47 lei. Although 9 of the 15 respondents had a
lower level of spending compared with the monthly income, indicating that the
surplus would be for saving, however, on average there was a deficit of 83.13 lei;
 In 2016, the average monthly income of the respondents was 1862.33 lei, while the
average monthly expenditures was 2803.07 lei. Although 8 of the 15 respondents
had a lower level of spending than the monthly income, indicating that the surplus
would be for saving, on average there was a deficit of 43.07 lei;
 In 2017, the average monthly income of the respondents was 2274 lei, while the
total average expenses amounted to 2535,07 lei. Although 9 out of the 15
respondents had a lower spending than the monthly income, indicating that the
surplus would be for saving, on average there was a deficit of 261.07 lei.
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Table 1. Summary sheet of respondents’ incomes and expenditures between 2013-2017

Table 2 summarizes the average monthly income, the average monthly expenditure and the
average difference between monthly income and monthly expenditures for each of the five
years of the research period.
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Table 2. Summary sheet of average monthly incomes
and expenditures between 2013-2017
Years
2013

Total Average
Total Average
The diffence between
Income (AI) (lei) Expenditure (AE) (lei)
AI and EI (lei)
1644.73

1744.67

-99.93

2014

1546.67

1750.53

-203.87

2015

1862.33

1945.47

-83.13

2016

2760.00

2803.07

-43.07

2017

2274.00

2535.07

-261.07

Average

2017.55

2155.76

-138.21

As it is shown in the Table 2, for the analyzed period, there is an average income of 2017.55
lei, while the average expenditures is 2155.76 lei, which means an average deficit of 138.21
lei each month. So, taking into account the gap between the incomes available and the
consumption expenditures per month, we can state first that the new generation in Romania
has an obvious orientation towards consumerism.
Analyzing the data in Table 1, those related to “the source/the destination of the difference
between the incomes and expenditures”, we can observe that some respondents, beeing in
the situation where consumption expenditures exceed the monthly incomes achieved, have
to ask the support of the family to cover all the expenditures, this fact clearly proving their
financial dependence. Although more than a half of the respondents in each year of the
analized period had a lower spending than the monthly income, fact that could indicate
somehow a saving trend among the new generation of consumers, on average there was a
negative difference between revenues and expenditures.
Based on the above claims, we can state that the new generation of Romanian consumers
has an obvious irrational consumption behavior, thus considering to be achieved the main
aim of our paper.
Conclusions
In the contemporary capitalist society, the economic system tends to have as the defining
coordinates the image of the consumer, created and encouraged by the aggressive and
sometimes manipulative advertising of the big transnational companies, the unexpired and
not always necessary possession of foodstuff and the short term of their use. The main
purpose of this economic model is the maximization of profits and, in this respect, many
times, perishable or deliberately restricted life-cycle products are launched on the market,
which must be consumed quicly or get out of the trend quickly. The principle of action of
these multinational companies is that of the prompt saturation of a created or induced need,
because it must make space for the emergence of another one, which, in turn, further
manifested as a demand, can be satisfied by a new range of foodstuff.
Today's consumer, less inclined to the values of high culture and more influenced by the
new dominant morality in society, which promotes the excessive consumption of goods as
the main way of differentiation from the others, builds its own identity artificially within a
social system with profound alienation tendencies. In such a system, the imaginary, the
entertainment and the abundance of goods that must be acquired and consumed, tend to
satisfy the emotional needs, but at the same time colliding with what should be the ethical
consumption, that is respect for ecology and for the future of humanity.
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Regarding the main characteristics of the consumption behavior of the Romanian youth, as
revealed by our research for the analyzed period and extensively explained in the previous
section, these are the following:
 an average monthly deficit of 138.21 lei between the average income of the
respondents income, which was 2017.55 lei, and that of the expenditures, which
represented 2155.76 lei;
 the existence of a state of financial dependence of young people towards the family,
in about 50% of cases, when their monthly incomes are exceeded by the
expenditures;
 a clear inclination towards irrational consumption of the young generation in
Romania, which means that the purpose and objectives of our work have been
achieved.
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Abstract
The emergence and development of the information technology has been one of the major
instruments in terms of infrastructure development and utilization resources (software,
equipment) which had an impact on modern society.
This evolution of modern society has created the need to develop the reporting system
according to the new trends so that the credibility of reporting should exert a decisive
impact factor in establishing the development decision of capital investors.
This article mainly aims at confirming the hypothesis that the leasing is a form of financing
with impact on the development of commercial companies and at familiarizing with the
implementation of International Financial Reporting Standards 16 since 2019.
To validate this hypothesis, a case study on the impact of leasing use as a form of financing
the main indicators will be used to substantiate the decision on the possibility of using
leasing as a form of financing.
Using this case study the results did not cease to appear by modifying the main indicators
confirming the hypothesis that the leasing represents a form of financing with impact on the
development of the commercial companies.
Keywords
Financial reporting, strategy, option, leasing, economic growth
JEL Classification
M14, M41

Introduction
The emergence and development of commercial companies has been one of the forms of
organisation of the evolution with social impact by organizing and highlighting the daily
activities necessary for ensuring the day-to-day living and developing the necessary
resources (hospital, school, etc.) so that, together, they should favor a natural climate for
social development by integrating students into the active society. Thus, by the existence of
a circuit presented above, we can bring into discussion a natural and sustainable
development of the society from one period to another.
The development of the commercial companies has also had a major impact on the reporting
system as a result of a correct and clear recording of the transactions made during the
financial year through the development and appearance of new accounting standards which
substantiate the investment decision by increasing the reliability of the quality and
complexity of the reporting system.
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In developing the companies the capital contributors rely both on the experience gained in
time and on a development strategy based on the current consumer requirements, as well as
on potential external financing sources.
By the external financing source we bring into discussion the leasing and its financing
options (financial, operational and lease-back) which represents one of the most used
financing instrument as a result of the return of the equivalent value of the asset/service
spread over a period of time agreed by the parties involved. Basically, we find ourselves in
the situation of not blocking very large amounts in the purchase of goods or services in
order to carry out the daily activities and of trying to improve the performance criteria or the
development on new market segments which attract potential customers.
Also, the investors substantiate their decision to implement the development strategy of the
company starting from the true and fair view which represents one of the basic accounting
principles highlighting the development of the commercial companies and the transposition
of the evolution in the International Accounting Standards. (Liliana Feleaga & Niculae
Feleaga, 2007, p.49)
Therefore, the existence of the circuit mentioned at the beginning of the paper is necessary
and it is based on the obtention of new and practical information needed for developing the
professional judgment and its use should contribute to the elaboration of financial
statements which have the true and fair view as a starting point. This accounting principle
(true and fair view) contributes to a correct implementation of the development strategy of
the companies by improving the quality of the reporting made by the professional
accountant.
Considering the aspects presented above, this main objective of this article is the
development of reasoning on the implementation of new external financing strategies using
the leasing, thus generating future higher economic benefits by comparison with the
previous financial years and the familiarization with the new standard IFRS 16. The
development and knowledge trend will also indirectly generate instruments for embellishing
the financial statements due to the orientation towards the material side in the context of the
new times. Basically, it is necessary that the use of professional judgment should take the
basic meaning for which it has been created and not to embellish the financial statements in
order to obtain economic benefits depending on certain performance indicators according to
the management contract. In view of the above, leasing is the main form of financing with
an impact on the main clients, and this topic will continue with further articles with the
impact of the ratio between the lease utilization costs and the revenues obtained as a result
of leasing use.
Review of the scientific literature
The need to develop the commercial companies has been based on the desire of evolution of
society (people) by Maslow's theory in which people satisfy their basic needs and the
secondary needs will also be subsequently added to them (security, esteem, respect, etc.).
Thus, the society has also tried to develop the units of measurement in order to determine
the degree of performance of the commercial companies by developing professional
judgment and implementing new strategies in the identification of quick financing
opportunities through the use of the leasing.
The identification of this financing form has generated the development of the commercial
companies by diversifying the products and services offered and by reducing the production
costs which generated the increase of the profit margin compared to the previous financial
years.
A study made by Eisfeldt & Rampini, 2009; Beatty, Liao & Weber, 2010; Zhang, 2011 has
revealed that the commercial companies were excited about the use of the leasing as a form
of financing when they faced financial difficulties, which generated an economic recovery
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alternative by implementing new development strategies as a result of use of the leasing as a
financing form.
Basically, the long-term financing using the leasing has a characteristic similar to long-term
debts by the fact that these are based on certain terms and conditions agreed and observed
by the parties involved in the economic act. The use of the financing form through leasing
presents the following advantages which contribute to the implementation of the
development strategy, namely:
-cheaper financing compared to the purchase of the asset or contracting of a loan for
its purchase;
-tax benefits by assessment of the leased assets which have an impact on taxable
profit;
-the use of operational leasing with the aim of maximizing the company's
performances in the financial reports. (Nunung Nuryani et al., 2015, pp.269-270)
Thus, the leasing represents one of the instruments searched by the capital investors due to
the development opportunity at both microeconomic and macroeconomic level through the
possibility of accessing financing and implementing their own development strategies in
order to obtain economic benefits. (Vakhitov Damir R. & Zamaletdinov Aidar, 2015, p.840)
Basically, the development of the performance criteria will also indirectly generate the
strategy of implementation of a new form of labour organization by hiring the staff
necessary for fulfilling the orders, and last but not least, of finding spaces which give the
possibility of producing goods and services. We can also bring into discussion the
possibility of the development abroad, thus shaping an economic development strategy at
macroeconomic level.
We can also find this thing entirely in the large companies which move their headquarters /
create working points in developing areas as a result of the decrease in the costs of the rents
or the alternative in which these companies search for working points depending on the
company’s prestige, the security of the place where they operate, the easy access to the
means of transportation for the hired staff.
Analyzing this aspect we can identify an overlap of several fields of activity (economy,
production, etc.) which create an added value and the understanding of the needs in the
presentation and elaboration of the economic development strategy by identifying the spaces
needed for the production of goods and services. Thus, the economic development trends
also aim at ensuring the minimum comfort needed by the hired staff for carrying out the
activities in order to streamline and maximize the utilization of material resources which
materializes into profit growth from one financial year to the other. (Romualdas Ginevičius
et al., 2017, pp.223-224)
Another principle to be approached is the principle of substance over form by the correct
and chronological recording of the transactions during the financial year. The principle of
substance over form is represented by the leasing which presents the economic reality
through the way of concluding contracts and transposing them in the financial statements.
The first people who began to understand and to raise the issue of the importance of this
principle of substance over form have been the American professional accountants who also
had as objective the recording of these operations in the financial statements in order to
identify the true and fair view as a component part in determining the economic
development strategies of the commercial companies.
The principle of substance over form is often encountered in the leasing contracts where the
lessor is the owner from the legal point of view and the lessee is the user of the asset even if
the lessee does not hold the ownership right from the legal point of view, but it has obtained
all the benefits and risks related to the use of asset which allows the registration in its own
balance sheet.
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Research methodology
In order to transpose the theory into practice, we have analyzed a company which operates
in the manufacturing sector and to ease the transposition we call this company the Leader
Company. So, we want to present the impact of using the leasing on the main economic and
financial indicators underlying the economic development strategy of the company and the
possibility of promotion to attract potential investors.
The Leader Company presents the following situation at the end of the financial year 2017:
Table no. 1. Situation of the financial years
INDICATORS
2017
DEGREE OF INDEBTEDNESS (TD/E)
1.04
DEGREE OF INDEBTEDNESS (TD/TED)
0.51
FINANCIAL STABILITY RATIO ((E+TLD)/TD))
0.65
GLOBAL AUTONOMY RATIO (E/TED)
0.49
CURRENT LIQUIDITY RATIO (TCA/TCD)
2.71
QUICK RATIO ((TCA-S)/TCD)
2.26
CASH RATIO ((TCA-S-AC)/TCD)
1.01
GENERAL SOLVENCY RATIO (TA/TD)
1.96
PATRIMONIAL SOLVENCY RATIO (E/(E+BC)
0.72

2016
1.09
0.52
0.64
0.48
2.56
2.11
0.99
1.92
0.71

The purpose of this application is to present the impact on the main indicators following the
use of the leasing in the economic development strategy of the company and a parallel
between the application of the financial leasing and the operational leasing.
The company purchases a machinery on 03.04.2018 in amount of RON 150,000 based on a
leasing contract for a period of 5 years.
In this situation the two standards mentioned above (IAS 17 and IFRS 16) present the same
evolution of the main indicators as follows:
Table no. 2. Leasing impact on the main economic company indicators
FINANCIAL OPERATIONAL
INDICATORS
LEASING
LEASING
DEGREE OF INDEBTEDNESS (TD/E)
1.11
1.04
DEGREE OF INDEBTEDNESS (TD/TED)
0.53
0.51
FINANCIAL STABILITY RATIO ((E+TLD)/TD))
0.66
0.65
GLOBAL AUTONOMY RATIO (E/TED)
0.47
0.49
CURRENT LIQUIDITY RATIO (TCA/TCD)
2.65
2.71
QUICK RATIO ((TCA-S)/TCD)
2.22
2.26
CASH RATIO ((TCA-S-AC)/TCD)
0.99
1.01
GENERAL SOLVENCY RATIO (TA/TD)
1.90
1.96
PATRIMONIAL SOLVENCY RATIO (E/(E+BC)
0.69
0.72
The presentation of the main indicators in the chart below highlights a slight difference in
the use of financial leasing compared to operational leasing, but this may increase when we
talk about a large company which shows a clear difference in the use of the leasing in the
indicators analyzed.
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Financial Leasing vs Operational Leasing
3,00
2,50
2,00
1,50
1,00
0,50
0,00

Fig. no. 1 Leasing impact

Table no. 3. Legend
TD- Total debts
E- Equity
TED- Total equity and debts
TLD- Total long term debts
TCA- Total current assets
TCD- Total current debts

S- Stocks
AC- Account Receivables
TA- Total assets
TD- Total debts
BC- Bank credits

Thus, the leasing represents one of the main financing instruments with impact on the main
economic indicators which allows the elaboration of economic development strategies.
Results and discussion
Given the desire of development of the economic companies in order to obtain greater
financial resources compared to the previous periods, the need to implement the financing
strategy of the commercial companies to fulfill the customers’ orders will be automatically
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created. Thus, the leasing represents an instrument necessary for the development of the
company because it does not involve the "blocking" of financial resources to purchase the
product or service, and thus it allows the orientation towards the elaboration of economic
development strategies.
The new standard (IFRS 16) to be applied starting from the year will present a true and fair
view of the transactions carried out by the commercial companies affecting the financing in
the leasing system so that the users of the financial statements can evaluate the situation of
the company as much correctly as possible and the management of the companies should be
able to implement viable strategies having the financial reporting as a starting point.
The use of professional reasoning is one of the fundamental elements in the elaboration of
the decision to establish the economic development strategy. Thus, the use of this empirical
study on the impact of leasing utilization on key indicators helps to develop a development
strategy on the importance of using leasing as a form of funding.
Using professional judgment is just a starting point that influences the main indicators by
translating the accumulated experience into practice, but we can identify certain limitations
in terms of company development such as prudence or risk appetite. Also, the size of the
company may be another limitation in terms of the impact of leasing use on the main
indicators.
The reasoning behind this conclusion on the importance of leasing use will also be
elaborated in future articles on research activity by presenting the impact of leasing use with
a starting point if the amount of expenditures on the use of leasing as a form of financing
exceeds or not the income obtained in the use of the leasing.
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Abstract
The Internet had a remarkable impact on the exchange of information in many aspects of our daily
lives and the electronic commerce is not an exception. According to Eurostat, buying over the
Internet has become very popular in the EU, with more than half (55 %) of the EU population
declaring having bought online in the previous 12 months. Becoming a common activity of the
Internet, online shopping or ecommerce attracted in short time the attention of several studies that
began tracking the new business actors and their roles.
This article does not only provide knowledge and understanding but also addresses business issues to
practical managerial matters for the business models that are using the online channel in order to
support organizational problem solving in the field.
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Introduction
With a long history in the economic literature the “business model” becomes a key concept
in specialty literature with the development of the first online businesses in the mid 90's.
The term e-commerce came into popular use in 1995, signifying the rapid development of
commercial applications of the Internet, which will be the dominant pattern of Internet use
in the mid-1990s. Also in 1995 Amazon online store is launched and in the first year
manages to achieve a turnover of 16 million dollars. Two months after, eBay launches the
first online auction site in the world and short after, in 1997 the commercial domain (.com)
overcomes the educational domain (.edu) (Kim, 1998). The almost instantaneous success of
the first online stores attracted more and more investors, businessmen and consumers and
the Internet became the technology with the most rapid economic growth in history. The
spectacular growth rate is best reflected by the increase in sales of Amazon.com: from $ 16
million in 1996 to $ 1.6 billion in 1999 (Eduardo da Costa, 2001).
Methodology and research objectives
The birth of E-commerce caused dramatic changes in how the new companies handled their
business processes and marketed their products and services, so there was a need for a new
referent to capture the newly developed modes of operation (Vasiliu et al., 2016).
This research is focused on the business model concept and in particular in online business
model typologies and aims to provide knowledge and understanding by exploring the
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economic literature. In terms of methodology this study is based on a literature review
approach in an attempt to assembly definitions and typologies of the online business model.
Research – literature review
The first research upon the long-term use of the business model concept was performed by
Ghaziani and Ventresca (2005) who examined its frequency in academic journals from
1975-2000. There were 1,729 publications containing the expression "business model".
Only 166 were published between 1975 and 1994. The remaining 1,563 appearances were
part of the 1994-2000 period. After an extended analysis up to 2009, Zott, Amit and Massa
(2011) reveal a dramatic increase in the appearance of the term in academic journals (1,202
new appearances), but even more spectacular in non-academic ones (8,062 appearances).
But the explosive interest and extensive use promoted the dispersion rather than the
convergence of perspectives. Numerous definitions have been proposed, the business model
being described either as an architecture (Timmers, 1998) or as a conceptual tool (George &
Bock, 2009; Osterwalder, 2004; Osterwalder, Pigneur, & Tucci, Casadesus-Masanell &
Ricart, 2010), a mix of elements (Johnson, Christensen & Kagermann, 2008) or even a
company description (Magretta, 2002).
Among the many attempts to define the business model, two aspects appear repeatedly: the
business model as a representation of the logic of creating and capturing value and the
model as a structure, architecture or general business framework (Ahokangas P. and
Myllykoski J., 2014).
Table no. 1. Selection of definitions for the Business model concept
Author
Definition
Timmers, 1998
The business model is “an architecture of the
product, service and information flows, including a
description of the various business actors and their
roles; a description of the potential benefits for the
various business actors; a description of the sources
of revenues” (p. 2).
Casadesus-Masanell &
“A business model is . . . a reflection of the firm’s
Ricart, 2010
realized strategy” (p. 195).
Johnson, Christensen,
Business models “consist of four interlocking
& Kagermann, 2008
elements, that, taken together, create and deliver
value” (p. 52). These are customer value proposition,
profit formula, key resources, and key processes.
Magretta, 2002

Business models are “stories that explain how
enterprises work. A good business model answers
Peter Drucker’s age old questions: Who is the
customer? And what does the customer value? It also
answers the fundamental questions every manager
must ask: How do we make money in this business?
What is the underlying economic logic that explains
how we can deliver value to customers at an
appropriate cost?” (p. 4).

Source: Zott, Amit and Massa, 2011, p. 6.

Although we do not want to limit the business model to these issues, we believe that they
allow the concept to connect the theoretical thinking with the implementation at a practical
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level. Therefore, we will implement them as principles of use in this study for the described
business model.
Typology of the business models
The early e-commerce literature attempted to provide a conceptual framework for
classifying business models developed in the online environment according to the
operations performed. Timmers (1998) uses two dimensions (functional integration and
innovation) to individualize multiple model classes and identify 11 business models
deployed in the electronic environment, mostly developed through the evolution of the
Internet and basic technology:
a) virtual shop (e-shop). A virtual store is implemented through a website. In the first phase,
the site is designed to promote the goods and services offered by the company. Additionally,
you can add placement or take-over facilities, and the extended option also includes online
payments (by card or other electronic options).
b) electronic procurement (e-procurement). For procurement of goods and services,
companies or public authorities organize auctions on an electronic platform. The benefits
are: a wider range of bidders, lower costs, better quality and transparency in the
procurement process.
c) electronic auction (e-auction). Electronic auctions with the help of the Internet are an
electronic implementation of the traditional bidding mechanism. An auction is defined as
the public sale of goods and services where potential buyers bid until the highest price is
reached. Thus, online auctions are hosted on a bidding website, in real-time, and run for
varying periods of time (hours, days or weeks). When the end of the bidding period ends,
the most advantageous offer receives the auctioned item. Benefits for bidders and buyers are
increased efficiency and time savings, as well as global presence, eliminating the need for
transport where the auction takes place.
d) universal e-shop (e-mall). As in the real world, the e-commerce store gathers a collection
of virtual shops (e-shops). The operators of these universal stores get income from the
perceived share of total sales, either from advertising space rental and for many online
merchants, the e-mall can be an optimal solution for doing business because they do not
have enough budget allocated for marketing and advertising of their distributed products.
The consumer benefits are similar to those obtained from an individual electronic store, plus
easy access to other stores and a common navigation interface. In addition, if the universal
electronic store is also owned by a known company, then the buyer's safety is increased
because the company is seen as a guarantor of the other less known firms.
e) business concession (3rd party marketplace). It is a model for companies that decide to
leave the Internet trade to other commercial entities specialized in this, often companies
specialized in developing and maintaining virtual stores.
f) virtual communities can be set up either on private initiative or on the initiative of a
company to gain an edge on a market or segment by winning the loyalty of members of the
community concerned. Thus, the value of a virtual community is given by its own members
who can come up with their own information over a base environment provided by the
company.
g) value-added service providers. They specialize on specific functions, such as logistics,
electronic payment or production and stock management, with the intention of transforming
this specialization into competitive advantage
h) value-added services integrators for e-commerce channels(value chain integrator). They
integrate more services with the potential to exploit the information flow between them and
a separate service. Most of the time, travel companies that sell services offered by third
parties (airlines, hotels, car rental companies, etc.) act in this respect. Revenues come from
consultancy fees or percentage of transaction value.
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i) collaborative platforms provide a set of tools and informational media for collaborating
between different companies, involving teams from different geographic areas with different
knowledge. Thus, communication platforms provide a means of communication and
contribute to the division of labor. Earnings come from the management of the platform
(membership fee or usage fee), either from the sale of specialized instruments or from the
charging of fees for the consultancy offered.
j) brokerage information and other services. A new range of services has emerged to add
value to the large amount of data available online. Examples include customer catalogues
classified by profile, sales of business opportunities, specialized field consultancy. The
payment of information and advice is usually done by paying a subscription or a usage fee.
A special category is represented by the guarantee services provided by certificated
authorities. They certify certain products or services, providing a higher degree of consumer
confidence.
Despite the pure play online models described above, when the boudries between Old
Economy and New Economy are fading, and traditional Brick and Mortar retailers are
starting to engage in various activities on the Internet combining the electronic commerce
with traditional operation this attracted the attention of researchers on a new business model
that begins to integrate these two channels (physical and electronic). To capture the
synergies resulting from the integration of physical with the online activity, the literature has
used different terms - "hybrid e-commerce", "click and mortar", "surf and turf",
"multichannel", "bricks and clicks", etc. - (Gulati and Garino, 2000) to define the new
model. Today, the online retail business models have two major categories classified
according to percentage of the transactions through the Web: Pure Play (meaning they sell
exclusively through the Website) vs. Bricks and Clicks, meaning they make only some of
their sales through it (Y. Zhuang., A. Lederer, 2008).
Some authors (Steinfield, Bouwman and Adelaar, 2001; Pitta, 2002) have suggested that
Bricks and Clicks model is the fittest species of the Internet retailing, better positioned to
capture the benefits of Internet retailing. Other authors stated that traditional companies will
be able to expand in a less expensive manner and will better serve consumers if they will
open a virtual store (Alba et al., 1997). Furthermore, Friedman and Furey (2003) have
argued that adding an electronic channel will increase the market coverage and thus the
profit.
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Fig. no.1. Online Business Models
Source: Timmers, 1998, p. 7.

Other positive effects are also attributed to the electronic channel: strengthens the
relationship with existing customers, reinforces customer loyalty and as a result increases
the profitability. Stating that each channel offers different advantages, some authors
(Schoenbachler and Gordon, 2002) argued that in the future consumers will tend to choose
the best channel for their purchases, thus opening an online channel increases the
addressability of the company. From the marketing perspective, opening an electronic
channel has the potential of a closer approach to the customer and the capacity to collect
additional information about the profile and expectations of the consumers.
Conclusion
This article gives an overview of the business model in literature with focus on the online
typologies. It is clear that the Internet has become a channel of distribution that generated a
variety of innovative business models and marketing opportunities and attracted in short
time the attention of several studies that began tracking the new business actors and the new
types of operations.
Electronic commerce has diversified over the years by creating new markets or competing
with the traditional store. Some of the emerged models are designed to work purely online
but some models found synergies with the traditional commerce generating positive effects
by strengthening the relationship with existing consumers, reinforcing loyalty, and
consequently increases profitability.
Nonetheless the predictions of the mid-90s that online retailers would replace traditional
store-based retailers did not become reality. Instead, traditional retailers have adapted to the
new conditions and consumer needs and have expanded their business in the online market.
Taking into consideration only the online retail we can easily see a separation of the main
actors in two directions. One direction is populated with the Bricks and Clicks retailers that
dominate the mass business in the market. This trend is encouraged not only by the online
success of the traditional retailers but also by Pure Players that are beginning to establish
physical locations. The other direction is the consolidation process in e-tailing. Of course,

583

BASIQ INTERNATIONAL CONFERENCE

the online retailers still account for a very small proportion but with each year they become
considerably stronger.
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Abstract
The innovations in the web and digital technologies have brought the rebirth of the social
environment in a diversified way. The sharing economy is the core of most interactions and
connections happening at this very moment. Seems like the ‘word-of-mouth’ has a more
meaningful impact than any other concept among travelers and quality of services, thus
using social media as its primary tool of expansion. It doesn’t matter what the purpose of the
travel is, people are more willing to listen to other people’s opinion and feelings about
anything. Individuals started to realize that everything is in a relationship with everything
else, and started to behave in this way in their daily lives on all levels.
The purpose of this paper is to acknowledge what determines people to choose their next
destinations and how they perceive the level of quality, the benefits brought up by the
sharing economy, implicitly the human interaction regarding the present needs of people,
and future society.
The methodological section of this paper contains a research based on a questionnaire
addressed to travelers living in Bucharest.
This research is useful for all travelers, travel companies and all stakeholders involved in the
tourism domain or others related.
Keywords
Quality, sharing, connection, people, tourism, emotions, interaction
JEL Classification
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Introduction
Since the beginning people were social beings, having the need of interaction and
belonging, being part of a group or multiple groups, exchanging information, desires,
perceptions, opinions, interests etc. This happens due to the cumulus of emotions
individuals have, such as admiration, amusement, anxiety, boredom, confusion, calmness,
disgust, envy, interest, joy, nostalgia, romance, satisfaction, sympathy, triumph and so on.
With the help of the internet and its tools, people have the opportunity to interact more
easily and freely, as well as finding and contacting other people from anywhere in the world
with the same interests as they have in order to express themselves and share what they trust
and believe in.
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The abundance of information has facilitated the growth of intelligence and self-esteem
among consumers regarding their desires and needs fulfilled by the received services and
products. The consumers became more focused on quality, sustainability, price ratio,
feelings and transparency. They are more integral and want to rely on trust. Therefore,
alternatives have emerged within the society and economy in order to meet these desires and
views, such as the sharing economy. This economic system provides platforms where
people can interact and share opinions and emotions. Consumers are searching for the best
in order to improve their lifestyle and be happy. In order to keep up and gain trust, providers
are forced to increase the quality of what they offer, as well as stay focused on both
sustainability and reciprocity.
Quality is the experience of the customer. It is defined in many ways, such as a degree of
excellence, conformance to requirements, freedom for defects, fitness for purpose, totality
of characteristics which act to satisfy a need and so on.*
In a fast forward world, people are moving towards happiness, connection and balance.
This paper approaches real facts that light up the benefits that the sharing economy brings in
facilitating human interaction and improving quality and lifestyles. Although, the sharing
economy covers many areas, this research is limited to tourism.
The chain of terms
Tourism
In the current concept of the World Tourism Organization, "tourism covers the activities of
a person who travels outside his or her ordinary environment for less than a specified period
of time and whose purpose is other than the exert of a paid activity at the place of visit."
Tourism is a stimulating factor for the global economic system.†
Tourism is the set of activities whereby an individual spends his spare time in other places
or countries than his or her residence. Tourism is considered to be a form of recreation
alongside other leisure activities, "the temporary movement of people to destinations,
outside their usual residence and the activities carried out at those destinations."‡
The tourist is the backbone of the tourism sector. "All the travelers who engage in travel are
described as visitors" (Goeldner, Brent Ritchie & McIntosh, 2000). Goeldner defines
visitors as "people traveling to a country other than the one in which they live for a period of
maximum 12 months, whose main purpose is other than the exert of remunerated activities
within the visited country." There are two categories of visitors: 1 day visitors
(excursionists) and tourists.§
Tourism is a dynamic and competitive industry that requires the ability to adapt constantly
to customers' changing needs and desires, as the customer’s satisfaction, safety and
enjoyment are particularly the focus of tourism businesses.**
Social media
Social media has more recently been identified as emergent sites for different discourse and
opinion formation that allow for spontaneous discussions. This type of fluid discussion
reduces the ability of technology and service providers to control the nature of public
*

Sondalini, M.. What is quality? What does quality mean? How do you know when you have
quality?. [online] Available at: https://www.lifetime-reliability.com/cms/free-articles/work-qualityassurance/what-is-quality/ [Accessed on 28 January 2018]
†
Neguț, S., Vlăsceanu, Gh., Bran, F., Popescu, C., Vlad, L., B., Neacșu, M., C., 2006. Geografie
Economică Mondială, Ed. Meteor Press, Bucharest
‡
Minciu, R., 2005. Economia turismului – Editia a III-a revăzută și adăugită, Ed. Uranus, Bucharest
§
Nur, I., M., R., Saniah, A., Z, Syed, M., H., 2013. Between tourism and intangible cultural heritage,
Cultural sustainability in the built and natural environment, Ed. Elsevier
**
What is tourism?, 2017. [online] Available at: https://www.go2hr.ca/bc-tourism-industry/whattourism [Accessed on 11 April 2018]
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discourse. Using the example of the comments sections of the video-sharing site YouTube,
Kasun Ubayasiri (2006) argues that these places provide an array of spaces for socialisation
and interaction because of the high degree of control users have over conversational topics.
More recently, Andrew Murray has argued the contemporary internet is a place ‘where
conversations are more freely to be exchanged between people.††
Social media have fundamentally changed consumer processes (Hudson & Thal, 2013). The
decision cycle that traditionally located in brick-and-mortar services is now shifting towards
online agreements for travel. Hudson and Thal (2013) found social media’s savvy
distribution systems will be the future of emergent brands, with notation this changing
digital environment is influencing the entire delivery system of travel services. Hudson and
Thal (2013) stated that technology and new channel penetration will drive business
applications further into new dimensions of tourism product innovation and tourism
economies are currently on the brink of new dimensions and will require cultural effect
through innovation. Characteristics of the firm, market, and the range of choices a service
delivers will influence international expansion opportunities for hospitality and tourism
entities (Philippe & Leo, 2011).‡‡
Website quality measurement
The US Department of Health and Human Services (2006) broadly characterizes website
evaluation as the act of determining a correct and comprehensive set of user requirements,
ensuring that a website provides useful content that meets user expectations and setting
usability goals. In general, prior studies on website evaluation fall into two broad categories:
quantitative and qualitative. Quantitative studies usually generate performance indices or
scores to capture the overall quality of a website. For instance, Faba-Perez, Guerrero- Bote,
and de Moya-Anegon (2005) introduced a technique that compares web page measures such
as text elements and link formatting. Yeung and Lu (2004) conducted a longitudinal study
of the functional characteristics of commercial websites in Hong Kong based on selected
quantitative site attributes, and found that the websites were only marginally enhanced after
2.5 years. In qualitative studies, the researchers assessed website quality without generating
indices or scores. For instance, Heldal, Sjovold, and Heldal (2004) argued that the
combination of branding, human–computer interaction, and usability could enhance website
evaluation. Liang and Lai (2002) used a consumer-based approach to derive functional
requirements for e-store design, and the empirical findings based on three e-bookstores
showed that the quality of e-store design had a direct effect on the purchase decision making
of people. In the context of tourism, Jang (2004) stated that online information search will
become a major trend among travelers; with online reservations for travel products and
services becoming an important application (Law & Hsu, 2006). Hashim, Murphy, and Law
(2007) focused on website design frameworks in their review of articles published from the
1990s to 2006. The authors extracted five dimensions of website quality based on the most
researched online features of tourism and hospitality websites: information and process,
value added, relationships, trust, and design and usability. They also found that the most
popular attributes of hotel websites were reservations, contact information, promotions, and
products and services.§§
Human emotions
††

Chen, P., J., 2013. Social media, Australian politics in a digital age, ANU Press, page 74 [Online].
Available at: http://www.jstor.org/stable/j.ctt2jbkkn.11 [Accessed on 12 November 2017]
‡‡
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In recent years, the emotional impact of social media on society has been confirmed by an
increasing number of research findings and empirical cases and thus has drawn great
attention from a variety of areas such as Internet marketing research, service comments
analysis, social mood monitoring, and emergent event management. Professor R.W. Picard
at the Massachusetts Institute of Technology proposed in his book ‘Affective Computing’
that a computer could capture, process and reproduce human emotions, this issue of human
emotion recognition and computing has been explored by machine intelligence
technologies. Some brain areas are activated when an emotion occurs, which determines
people to react in different ways according to their perception.***
People have the greatest sensitivity in connecting with other people. In this fast forward era,
individuals seek time to socialize, make new friends, do what they like besides their jobs,
families etc. in order to feel more balanced.
Sharing economy
The sharing phenomenon differs significantly from classical trading prototypes. Because it
involves interactions between strangers and surpasses a geographically defined community.
Exchange is most often monetary, systematized in a business model and facilitated by
technology through platforms. The emergence of these peer-to-peer platforms, collectively
referred to as "sharing economy", allowed individuals to collaboratively use underutilized
inventory through cost-sharing. Consumers have so far enthusiastically adopted the services
offered by companies such as Airbnb, Uber, Lyft and TaskRabbit. The rapid growth of peerto-peer platforms was obviously due to two key factors: technological innovation and
demands flexibility. Technological innovations have simplified the market entry process for
suppliers, have facilitated search lists for consumers, and maintained low overall transaction
costs. Demands flexibility is another distinctive sign of these platforms: Uber drivers can
add or withdraw themselves from the available offer of drivers with an application, and
similarly other vendors can easily list and remove the selection of goods or services they put
at service. These platforms are more trust worthy than any other. By improving their
lifestyle, people don’t seek necessarily for luxurious hotels regarding their travels, but for
the familial luxury within a space that arouses emotions and connectivity. †††
The sharing economy allows people to run their own taxi services, car rentals, hotels,
restaurants and, brings many advantages to its players.‡‡‡
Objectives and questionnaire analysis
The objectives of this research are to acknowledge what determines people to choose their
future destinations, the level of the quality of services and how they perceive it, the benefits
brought up by the sharing economy, implicitly the human interaction regarding consumers’
needs, transparency, and the present social environment. How does the sharing economy
change people’s perception. The field selected for the research is tourism due to its
connection with all other domains.
This section presents a research of the survey type questionnaire answers. This
questionnaire was addressed to Romanians living in Bucharest.
In 2017, Romania had a population of 19.644.350 people, from which 1.826.830 people
living in Bucharest. 90% of the people in Bucharest used the internet on a daily basis.§§§
***

Dai, W., Han, D., Dai, Y., Xu, D., 2015. Emotion recognition and affective computing on vocal
social media, Information & Management, Elsevier, pp. 1-3
†††
Zervas, G., Proserpio, D., Byers, J.W., 2016. The Rise of Sharing Economy: Estimating the
Impact o Airbnb on the Hotel Industry, Journal of Marketing Rsearch, U.S.A.
‡‡‡
Rosa, B., S., 2016. Proposing a measure to evaluate the impact of the sharing economy: A critical
analysis of short-term residential rentals, ProQuest, pp. 1-2

588

New Trends in Sustainable Business and Consumption

General information about the respondents
The number of respondents was 408, most of them aged between 26 and 35 years (61%),
come from the middle class (87.5%) and being employed (69.9%). The majority of them
book 2 – 4 travels per year (52.2%) for holidays.
Information about the steps made before the travels
People like talking about their experiences with family, friends, acquaintances, colleagues
etc. especially those acquired on their holidays or when they emanated strong emotions.
Sharing is part of the human nature.
In the chart below we can see what determines people the most in choosing their holidays.

The reason for choosing the next travels
The reason for choosing the next travels
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Fig. no. 1 Travels
The opinions and recommendation of friends and acquaintances are more relevant to people
than any other stimulant (80.6%). Social beings are searching for other social beings maybe
due to the lack of connection in this informational era, people feel the need to interact.
With regards to the informational tools used in gaining a wider vision about the chosen
destinations we can observe in the chart below that most people chose the same.
§§§

National institute of Statistics, 2017. [online] Available at: < http://www.insse.ro/cms/ro>
[Accessed on 11 April 2018]
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Informational tools in gaining a wider vision about the
chosen destination
Informational tools in gaining a wider vision about the chosen destination
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Fig. no. 2 Informational tools
This chart relates that the tendencies for knowing other people’s opinions are obvious,
‘friends / acquaintances’ being most preferred (66.7%), followed by ‘forums’ (45.2%) and
‘blogs’ (42.2%). The internet and all companies that activate in different domains assault
people with many commercials, one of the reasons they lost credibility. Hearing and
discovering what other people say online or face to face has an increased level of trust.
Most of the respondents (71%) use online platforms to book their travels, followed by the
ones who book directly at the accommodation units (37.8%), and the ones who contact
tourism agencies (25.2%).
The chart below inform us what matters most in a travel.

Travel incentives
Travel incentives
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As we can see in the chart above, in their travels, people focus on the quality of the services
and products received firstly (70.4%), followed by experience and knowledge secondly
(63.7%), and on their travel partners lastly (25.2%). People want more and more to improve
their lifestyle and enlarge their horizons, by choosing higher standards. Regarding their
travel partners, there are 2 alternatives. The first may be the increased level of openness,
making them sociable with everybody. The second alternative may be the feeling of
belonging resulted by the travel group causing people to focus on other things.
The chart below relates to what extent the information received before the travel coincided
with the reality.

Fig. no. 4 Travel incentives
We can observe that the information received before about the destinations is in the most
cases true. This result is due to the difference of perceptions. Even is the reality has nothing
to do with the information received, people still follow other people because of trust,
openness, respect and need of belonging.
In terms of quality, all respondents chose it, which means that is one of the most important
factors regarding a service or product, generating sustainability as well among other
beneficial things.
Most of the respondents (86%) confirmed that their perception of quality can be flexible and
changeable depending from where they received the information. The higher the degree of
trust, the higher the perception of quality is. Those in whom they put their trust measured
quality from the senses generated by their exterior experiences. The more positive the
senses, the higher the quality was again.
Conclusions
To summarize the responses from the analysis, people tend and seek to listen to other
people’s opinions and experiences, and are influenced by them, because they choose so,
even if they could have a negative experience in their travels. Therefore, the perception of
quality can be changed through social media. The need of truth, transparency and
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connection is more important than anything else. They want authentic experiences in their
travels, less standardized, better quality, wanting to fit their needs and visions. The more the
destination is more familiar and recommended, the more the level of quality increase in their
minds.
Due to the society and competition in general, the demand for increased quality has risen in
most domains, especially in tourism, being an important factor for present life styles, and
sustainability. Another reason that the perception over quality could be influenced is the
multitude of information available through social media that made it possible to compare
services and products between them, forcing providers to offer the best version of they are
selling.
The internet gives the opportunity to people all over the world with similar beliefs and tastes
to interact instantaneously. This evolution brought the society one step further, forcing the
emergence of new interesting and sustainable systems, such as the sharing economy.
People’s level of consciousness and knowledge increased and it’s in a continuous
expansion, so they have higher expectations in general. They emphasize more on quality,
happiness, trust, experiences, integrity, sustainability, interaction, connection with other
human beings. In this case providers need to improve everything that they are selling in
order to be competitive and step up.
Being assaulted by impersonal commercials, consumers prefer trusting real people’s
opinions, and experiences. This opinions may be from friends, acquaintances or people they
do not know in real life, but with whom they could interact through online platforms. The
sharing economy offers this opportunity and could shape the future in a better way, focusing
on more personalized services, quality and sustainability.
The future trends seem to be more quality and sustainability, due to increased consumer
intelligence.
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Abstract
The purpose of the article is to examine the current definitions of social enterprises (SEs) in
Europe and in Israel in particular. This article lists some of the industry's top definitions,
presents four models for SE implemented currently in Israel and investigates, in depth, a
model in which a non-profit organization (NPO) establishes a SE. In the chosen model, we
interviewed eight key stakeholders who manage and work for the NPO and the SE. The
findings of the study reveal several important parameters for managing the success of the
SE. Among the identified parameters the authors discuss the one regarding the management
of the tension between the economic goals and the social goals, and the ability to manage a
three-sector partnership successfully.
Keywords
Israel, social enterprises, nonprofit organization, social business, cooperative, hybrid
organization
JEL Classification
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Introduction
In the last decade, social enterprise models and their ecosystems have been developing fast
all over the world. Several tentative definitions and typologies were offered by researchers,
to explain this phenomenon of social enterprises. Today, there is still no complete
agreement on one definition of the concept, but there are key guidelines for analysing the
phenomenon. The first purpose of this article is to present current definitions of the SE field
from Israel and other countries. The additional aim is to present a case study of an Israeli
NPO which develops a SE. We expect to learn more about the characteristics of this unique
model.
Review of scientific literature
Doyle et al. (2010) suggest that SEs reflect two key concepts: social goals and
entrepreneurial creativity. Fernando and Mario (2017) suggest that SEs are hybrid
organizations, which may follow one of these 3 main models:
A. WISE (work integration social enterprise) bring back to earning employment people at
risk which were out from the labour market.
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B. BOP (Base-of-the-pyramid) provides vital products/services at a reasonable price to poor
customers which would otherwise not have access to them.
C. Hybrid trade (creating a new balance for trade) enterprises focus mainly on controlling
trade relations. In order to achieve this, they generate revenue for marginalized producers by
charging extra conscious consumers.
In addition, they suggest looking at the relationship of the organization with its
environmental issues, suppliers, market, competition (Table no.1).
Table no. 1 Key distinguishing factors between traditional and hybrid organizations
Relationship of
Relationships
with Interaction
with
suppliers, employees market,
social/environmental
issues to organizational and customers
competitors
and
objectives
industry institutions
Social/environmental
Relationships
with Industry activity is
Traditional
suppliers,
premised on creating
organizations issues
markets for traditional
are addressed only if the employees,
customers
and goods and services,
organization has the
are appropriating
organizational
slack suppliers
and
primarily functional protecting competitive
(e.g.
resources and profit) and transactional in benefits and altering
industry standards for
and a strong business nature. Cost
case
factors are primary self-serving benefit

Type of
organization

The business model is
Hybrid
organizations configured to address

Relationships
with Industry activity is
suppliers,
premised on
explicit
employees
and creating markets for
customers are
hybrid
social/environmental
issues; organizational based on mutual goods and services,
slack
benefit and
competing
successfully
with
and the business case sustainability
traditional
are
outcomes.
companies
and
secondary
Costs are considered altering
but only after social industry standards to
and
environmental serve
outcomes are met
both the company and
the
condition of the social
and
environmental
contexts in

which they operate
Source:

Haigh

and

Hoffman

(2012)

as

cited

in

Fernando

and

Mario

(2017)

Defourny and Nyssense (2016) suggest identifying 6 main paths/trajectories, resulting in 4
major SE models. They form a triangle which is set by 3 axes of interest: mutual interest
(MI), general interest (GI) and capital interest (CI). These axes are completed, then, with
a multi-dimensional analysis comprising the financing source of the SE: dominant market
income, dominant non-market resources (public funding), and hybrid resources (mixed
resources). According to their analysis, the field forces create supported by the six criteria,
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the 4 main models of social businesses: ENP (entrepreneurial non-profit), SC (social
cooperatives), SB (social business), PSE (public-sector social enterprise). Each model is
characterized by combinations of its native interest in the field and its sources of income
(Fig no. 1).
This figure is based on EMES Network's research, a group (launched in 2013 to build up
international knowledge around SE) of 200 researchers from 50 countries, Israel included. It
suggested 3 major dimensions to identify SE models: their social goals, types of income(their business model from non-profit, hybrid or for profit organizations) and governance
structure. There can be a diversity of social goals from addressing a social problem to
marginalized groups or foster economy democracy. Governance structure can be explained
in different models from the point of view of profit distribution (from "some to non"
distribution of profit, depending on the form of SE from non-profit or for-profit and also on
the local law). Fici (2015) mentions another perspective on governance which pays attention
to the types of stakeholders and their innovation to be involved in decision making in the
SE.
General Interest (GI)
State

Dominant non-market
resource

GI Assoc
ENP
SC

SB
Dominant market
income

CSR

MI Assoc
Coops

Hybris resources

PSE

SMEs

Mutual Interest (MI)

FPOs
Capital Interest (CI)

Source: Defourny and Nyssense (2016)

SEs in Israel
1. Background facts on Israel
According to GEM (Global Entrepreneurship Monitor Report on 54 countries) Israel is a
young, 70 years old country with a population of 8.4 million people, GDP $296.1 billion
(2015), SME contribution to GDP: 45% (2012), economic development Phase as
innovation-Driven, has the highest score from 54 countries on Cultural and social norms for
innovation (scored 7.2 in a scale from 1-9=highly sufficient).
2. Models of SEs
In Israel the academic research on social enterprises started in 2009. It has been focusing on
NPO's development of SEs by selling services from its expertise or establishing a new
income-generating venture (Benziman, 2009; Abrutski & Askenazi, 2011). Solel (2011)
included cooperatives as SE models. Gidron and Abbou (2012) included business entities.
From a survey of SEs from 2012, Gidron and Abbou (2017) found that the phenomenon is
relatively small, under 200 organizations were established since the year 2000 (employing

596

New Trends in Sustainable Business and Consumption

15-20 people). An SE encompasses marginalized populations, coping with disability, or
youth at risk.
Abbou et al. (2017) defined 4 specific SEs models in Israel today: commercial SBs,
cooperatives, NPOs and public sector. Each model has different characteristics in relations
to ownership, economic projects, social aims, governance structure and specific challenges
(Table no.2).
Table no. 2 Distinct characteristics of Israeli SE models
Characteristics

Business

NPO

Cooperative

Public sector

Governance

One or two

Participatory

entrepreneurs

governance

Democratic
governance involving
stakeholders

Operate within
the public Sector
and
abide by its rules

Ownership

Independent

Established by a
group; collective
ownership

Established by a
public
organization

Economic
project

Initial funding:
private equity,
loans and
investors;
Ongoing: 100%
sales;
Profits: belong to
the owner (s) or
shareholders;
Risk: high risk
tendency

Established by
an
organization; led
by voluntary
board
Initial funding:
philanthropy;
Ongoing: sales
and
donations;
Profits: invested
in social cause;
Risk: low risk
tendency

Membership fees and
share purchase;
Sales; Profits: belong
to group members;
Risk: Medium risk
tendency

Social mission

Emphasis on a
social mission that
can provide a
competitive
advantage, such
as environment
or employment;
Target
population:
stronger
individuals
within
marginalized
populations

Broad variety of
social missions,
including:
culture,
education,
employment,
rehabilitation;
Target
population: can
accommodate
a larger
spectrum of
marginalized
populations

Social mission
priority to social
mission such as social
activities and
consumption;
Target population:
socially conscious
individuals

Initial funding:
public
organization’s
budget (POB)
Ongoing: Sales,
POB Profit:
Invested in the
products and/or
welfare of
workers in
WISEs
Risk: low-tomedium risk
tendency
Broad variety of
social missions
that
provide a
competitive
advantage
such as
environment or
rehabilitation
Target
population:
general public
and marginalized
populations

Specific
challenges

Business side
taking over the
social side; Costs
required to cope
with social issues

Relating
financial activity
to social core;
Professional
economic
management

Effective decisionmaking and
management;
Require membership
fees that might
exclude marginalized
or poorer populations

Refraining or
limiting
Replacement
of government
services;
lack of
participatory
governance

Source: Abbou et al. (2017)
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2.1 Legal definition of SEs
Israel doesn't provide legal forms for SEs (unlike USA – with L3C or the UK – with CIC,
(Brakman, Reiser, 2014). In June 2017 a proposed amendment to the Israeli Companies
Law, was meant to set SEs in the law as companies that would be able to earn and distribute
dividends. The recommendation is to limit the dividend distribution to 50% of the profit, so
that at least half the profits will remain in the company in order to develop the social
activity. It will also be committed to adopting a social goal.
2.2 Support and guidance of SEs
Although the market is relatively small, a variety of consultants, investment funds (some in
cooperation with government funds) for SEs can be found in Israel. Among them are IVN,
Dualis, Social Impact Bond, Shatil, Minga, the Forum of SE in Israel.
3. This article presents a case study on NPOs which develop SEs in Israel
Gotesman et al. (2017) show that in the last decade government policy of privatization
social services led to the strengthening of non-government organizations (NPOs, Business,
SE) as a provider of services to civilians instead of the government. Looking at the third
sector in Israel, Gotesman et al. (2017) found that out of the entire job employment in Israel,
NPOs provide jobs to 448,000 people (13.6%). The services these organizations provide
cover a large and diversified domain, including education, culture, religion, health, welfare.
NPOs source of income is self-generated (35%), public (50%), coming from donations
(15%). By 2015, 36,000 NPOs were active (Almog-Bar, M., 2016).
Following the conclusion in Table no. 2, in the context of the characteristics of NPOs
developing an SE, we conducted research hoping to reach a deeper understanding of this
model.
Research Methodology - Case study
We chose an Israeli NPO, which had already established a successful SE and conducted indepth interviews with eight key stakeholders. In Table no. 3 we present main facts about the
NPO and its SE.

NPO

SE
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Table no. 3 Main details about the NPO and its SE
- Main goal is to narrow socioeconomic gaps through the activities of large
businesses (for profit)
in Israel;
- Founded 22 years ago;
- 27 employees;
- Budget 2,298,000 EUR;
- Main goal is taking care of youth at risk by establishing small business (like
carpentry shops,
outdoor advertising, gardening, food and so on);
- Founded 4 years ago;
- 25 employee;
- 100 youth at risk benefit from its establishment;
- Key partners in financing the establishment: 15% NPO, 85% government;
- 100% independent revenues from the sale of products by the youth at risk;
- The organization reached an economic balance and fully covered its expenses
only in the fourth
year.
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We interviewed eight key stakeholders: one member of the NPO board of directors, the
CEOs and two employees; the CEO and 3 employees of the SE. In Table no. 4 we present
an index of characteristics and factors indicated by managers as being important when
managing an organization within this model type.
Results and discussion
Table no. 4 Characteristics of NPO which develops SE
Characteristics
Factors results
Reasons for
establishing
the SE
Success indicators of
the SE

Deliberations that
should be taken into
account in managing
the balance between
economic and social
goals
External factors that
can influence the SE
success

Advantages of
establishing
the SE under an NPO

Disadvantages in the
development of the SE
under the NPO
Benefits of working
with the SE main
partner (this case, the
government)
Difficulties of working
with the SE main
partner (this case the
government)

Skills required of the
SE employees
Circumstances for
closing
the SE

- finding a modern and effective solution for the target population in providing them
employment;
- significant continuous employment for the target population;
- strong and sustainable tri-sector partnership between sectors (NPO, government
and business);
- achieving economic balance after a reasonable period of time since establishment;
In the first period of the SE, deepening the achievement of social goals for the target
population even at the expense of economic balance (such as: producing during
weak periods in order to maintain employment all year round, opening work shifts
with few participants, accepting every youth at risk who applies, regardless of their
qualifications).
Later on, deepening the achievement of financial goals even at the expense of some
social goals.
- changes in the Youth Employment Law;
- new decisions by the government/local authority regarding the use of its buildings
for the operations;
- excessive requirements on the part of insurance companies for the operations;
- local economy – customer purchasing power;
- source of income diversity to the NPO (from spare profits);
- it is easier to introduce additional partners from the philanthropic / business world
to the SE;
- NPOs previous experience with youth at risk, can contribute to the success of the
SE;
- NPO can help ensure the preservation of its social goals alongside with the
business goals;
- uncertainty regarding the NPOs sources of financing of the SE;
- NPOs managers, board of directors lacking experience in managing business;
- difficulty in obtaining credit from the banks for the development of the SE;
- access to more significant financial resources.
- access and ongoing use of the partner's infrastructure for building the business.
- division of responsibility with the state on taking care of the target population
(youth at risk);
- differential gaps between partners point of view on managing the SE (such as:
implementing innovative changes, what is considered large /small in activity,
cheap/expensive, fast/slow, clean/dirty);
- requires bureaucracy skills in managing the partnership with the government;
- different points of view of partners regarding how to grow and develop (such as: in
which channels, by what costs, and at what social goals;
- good understanding of the three-sector partnership management;
- inclusion of the social and economic challenge side by side;
- strong belief in the model itself as a tool for influencing the target population;
- SE will not prove sustainable economic ability;
- the target population will no longer want to be part of it;
- it has no significant impact on the target population.
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Analyzing the above-mentioned answers, we can pinpoint to
a. the managers' reason for establishing such a model of SE under NPO: to come up
with better solutions in providing employment to the target population;
b. the benefits of such a model: providing significant continuous employment for the
target population, establishing a strong and sustainable tri-sector partnership
between sectors (NPO, government and business) and achieving economic balance
after a reasonable period of time since establishment;
c. the limits: the uncertainty regarding financing, lack of experience in managing a SE,
difficulty in obtaining credit from the banks, bureaucracy, possible difficulty created
by the partnership with the government, sustainability.
What we see as the most prominent characteristics are: maintaining a balance between
achieving financial goals and their social goals and the requirement for a high level of
management skills of a three-sector partnership.
Conclusions
Our research is one step towards further elaboration of the definitions in the SE growing
field. In this article we have presented a number of definitions of the SE field. Fernando and
Mario (2017) suggest that social enterprises are hybrid organizations (in forms of WISW,
BOP, Hybrid trade). Defourny and Nyssense (2016) identify 6 main paths/trajectories,
resulting in 4 major SE models (ENP, SC, SB, PSE). In Israel, Abbou et al. (2017) present
4 main models: SBs, cooperatives, NPOs and public sector. Each model has different
characteristics in relations of ownership, economic projects, social aims, governance
structure and specific challenges. Our case study, conducted in Israel, focuses on the model
of an NPO which founded a social enterprise. The interviews of the eight stakeholders
revealed the fact that the two main factors important for managers were:
a. maintaining a balance between the achievement of economic and social goals;
b. this model requires a high level of management of a three-sector partnership.
Additional parameters were also stressed, such as the one which indicates that the
organization's employees should prove managements’ skills allowing them to cope with the
tension between economic and social goals.
We consider that the significance of this research is the finding indicating the importance
employees see in the target population point of view in terms of the effectiveness of the SE.
Since there are only a few models like this in Israel, the study was limited to one
organization. Therefore, we interviewed a relatively small number of people. For a better
understanding of the model we recommend further in-depth research which will continue to
explore other similar organizations both in Israel and worldwide in order to contribute to
defining the field and characterizing successful models of work in the area.
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Abstract
The main objectives of this paper are to study and then to analyze the wine customer
behavior in Germany and in China to give Romanian producers the needed information to
prepare the correct marketing strategies to gain a good position as exporter to those
countries.
For the German consumer I used as research method a customer behavior questionnaire
and analyzed the types of consumers according to age, gender, occupation, income and
consumption habits. For the Chinese wine consumer, I did a secondary market research and
then a revised comparative analysis to determine similarities and differences in the wine
consumer behaviors of German and Chinese customers. The analysis section of this paper is
divided into three parts: consumer behavior in Germany, consumer behavior in China, and
the analysis of the two export markets. As a result of comparing the two consumer groups, it
appears that both groups prefer red wines. In China, the wines need to by fruitier and
sweeter then in Germany. One key difference is that when a German customer buys a bottle
of wine for gift giving, they will almost exclusively choose a German one, while the
Chinese will opt for an imported and more expensive wine, mainly because of mianzi.
The conclusion is that the Romanian wine producers shall shift their focus and resources
from the Romanian market where potential of growth in sales and margins is limited, to
more attractive export markets like Germany and especially China.
Keywords
Customer behavior, wine consumption, German wine market, Chinese wine market, cultural
influence factors, comparative analysis, consumer survey.
JEL Classification
D91, F14, M31, Q13

Introduction
Today the Romanian wine market offers our wine producers relatively good margins. This is
the reason why only a few of them tried hard to extend their businesses to export markets.
This situation is in a permanent change, due to globalization and increased imports.
After Romania's accession to the European Union, Romanian consumers had more access to
foreign wines. Thus, requirements for Romanian wines have begun to increase by requiring
producers to adapt. Even though the foreign wine competition on the Romanian market has
not increased much, foreign wine imports show an important annual growth.
For this reason, the objectives of this study are:
1. To present a comparative study of the wine consumption behavior in Germany and China
and to find similarities and differences between the two countries; and
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2. To offer practical information, based on an analysis of consumer behavior, for the
Romanian wine producers on how to prepare themselves better for positioning their product
for different markets.
This objective is very important, because the wine industry is not a simple branch of
industry that can be closed and the products can be purchased from another place. When I
refer to the wine industry, I am not referring to it solely from the point of view of wine
production or its derivatives, but the viticulture of our country with all its ecological,
cultural and economic implications. Today's situation where our producers rely on a single
customer, namely the Romanian consumer, it is very risky for the general situation of our
viticulture.
This paper aims to establish a better understanding of the wine customer behavior in
Germany and in China in order to support Romanian wine exporters in their efforts to
develop export markets for a future sustainable business (Bobe, Procopie & Toma, 2016).
The consumer survey and the comparative analysis
Regarding the German customer behavior, I did a market research and analyzed the types
of consumers, according to age, gender, occupation, income, consumption habits. The
research questions were the followings: 1. Have you bought wine in the last month? 2. What
type of wine? (dry, semi-dry, etc.) 3. Which wines do you buy these days? 4. Please put the
following attributes in the order of preferences: grape sort, sweetness, origin, color, price,
packaging. 5. How often did you buy wine in the last month? 6. What quantity of wine do
you usually buy? 7. Where do you prefer to buy your wine? 8. Which is the price range that
you pay for a 0,75 l bottle of wine? 9. How do you describe the perfect wine? 10. What does
wine mean to you?
For the Chinese wine consumer, I did a secondary market research and then a revised
comparative analysis to determine similarities and differences in the wine consumer
behaviors of German and Chinese customers.
The comparative analysis defines the two main features: mainly a reliance on the data in
different cases, within a common framework and an explanation why the similarities and
differences between cases exist. The comparative analysis is a widely used method in
politics, economics and social sciences, because it shows relationships between cases after
determining similarities and differences between the cases by using several variables. The
weaknesses of this style of analysis include a clear definition of concepts prior to conducting
the analysis and the fact that each introduction of new variables brings unknown variations
as well. Some examples for articles in which the comparative analysis is used are: “A
Comparative View of Advocacy Coalitions: Exploring Shale Development Politics in the
United States, Argentina, and China” (Heikkila & al., 2018), “Comparative Perspectives on
Childcare Expansion in Germany: Explaining the Persistent East‒West Divide” (Mätzke,
2018), “A Comparative study of wine consumer behavior in China and the United States:
Does Culture Affect Consumer Behavior?” (Wang, 2017)“, Comparative analysis of higher
education in tourism in Latin America and Spain. Critical success factors and determinants
of enrollment prices” (Sosa, 2016), “National Park Service Visitor Satisfaction: A
Comparative Analysis” (Roemer, J.; Vaske, J., 2014).
For this article I used secondary data from literature regarding the Chinese wine market and
my own results from my PhD thesis (“Research regarding the influence of the origin of wine
on the consumer buying decision, in an attempt to promote Romanian wines on the German
market”) for the German wine market. With the support of the Comparative analysis, I was
analyzing differences between wine consumer behavior in Germany and China.
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Wine Consumer Behavior in Germany
There is a clear increasing preference for dry wines, for all the market segments in
Germany. The German consumers, especially younger consumers, look for dry wine when
buying wine.
The German consumers try to maximize the satisfaction of their needs, which are strongly
influenced by their life principles and trust in German quality. It is this discipline, which is
worth being taken as an example and through which the German consumer protects local
products, both in the country, as well as abroad, that led to an increase in the export of
German wines in the last years. He is constantly confronted with a very large offer of wines
that he can buy on the different sales channels and in order to make his choice easier, the
producers interested in this market must send a simple and clear message.
Professor Hoffmann points out in a study published in 2014 that the main pre-selection
criteria for wine are wine type, taste category and price segment according to the occasion
of the purchase (HOFFMANN, 2014). Origin, variety or brand are the determining factors
in the actual purchase decision. Consumers did not commonly nominate external appearance
as a factor influencing selection.
In the research on consumer behavior, the results obtained were divided by age, gender,
occupation, income, consumption habits. Depending on gender, a differentiation is
observed, especially in dry, semi-sweet and sweet varieties. Sweet wines remain the favorite
for older women. Men mostly consume dry and semi-dry varieties, while women prefer
semi-dry and semi-sweet varieties. In the entire sample, dry wines hold the highest share.
Regarding the “occupation segmentation” criteria, we find the following trends:

business people, civil servants, intellectuals do not prefer sweet wines, and
retirees prefer to rarely consume dry wines;

business people and intellectuals prefer dry and semi-dry;

workers and laborers prefer to consume in a significant proportion semi-dry
wines;

pensioner's choices are divided between semi-sweet and sweet wines.
Depending on the last form of education completed, the consumer's options were:

gymnasium graduates prefer sweet wines;

half of high school graduates prefer semi-dry wines;

college graduates’ preferences are equally divided between dry, semi-dry and
semi-sweet wines, the sweet ones having a low share in their total preferences;

post-college graduates prefer dry wines.
Having as a market segmentation criterion the “net monthly income per household”, we
concluded the following:

for low-income buyers, there is an obvious preference for semi-sweet wines,
followed by semi-dry wines and in equal proportions with dry and sweet wines;

for the revenue category of 3,000-5,000 €, preferences are divide between the
semi-dry wines (more than half of the buyers), followed by the dry, semi-sweet and
sweet ones, the latter having an insignificant percentage;

in the case of large incomes, the option for sweet wines disappears, the first place
being the dry and semi-dry wines.
One of the criteria of the research was the “purchasing frequency of the product”. To the
question "What has been the purchasing frequency in recent months?", the results show that
most of the wine buyers (over 70%) are recorded in the medium frequency area (between
once a week and once a month). A very high frequency (once a day) was recorded in less
than 5% of the respondents, and the weaker frequency (less frequently than once a month)
accounts for about 15% of all interviewees. In gender analysis, men are predominant,
regardless of purchasing frequency, but the female population is not neglected (for example,
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in the "once a month" frequency class, 44% of shoppers are women). According to the
theoretical conditions that allow statistical interference, we can say that wine is consumed
more outside the household because, on the “average purchasing” frequency range, the
buyers with unmarried civil status are the majority (60%). Married people are predominant
only at the extremes of “purchasing frequency” (very high, very low). An analysis of
purchasing frequency correlated with the age of buyers shows that most wine buyers are
aged 25-34 and 35-49 years old, followed by 18-24 and over 64.
To the question "How important are the following criteria in the wine purchase decision?",
the interviewees were asked to indicate on a scale from "very important" to "very little" the
order of importance of the following wine characteristics: the variety, type of wine, origin,
color, price and packaging.
The following graph shows clearly what the determining factors are in choosing a wine from
the point of view of the German consumer.

Fig. no. 1. Determining factors of demand and their relevance
Source: own results

Regarding the occupation of the interviewed, approx. 30% of those surveyed are workers,
followed by civil employees, intellectuals, “others” with more than 10% and the pensioners
with approx. 8%. A smaller share among the interviewed persons is represented by
businessmen with approx. 7%, and the last place with less than 1% is the unemployed.
Depending on “demand size”, approx. 50% of the people surveyed say they prefer to
purchase between 2 and 5 bottles of 0.75 liters in one purchase. Next, with approx. 20%, are
those who buy over 6 bottles of wine, but no more than 11 bottles per purchase.
In terms of gender distribution, men predominate, regardless of the quantity purchased, but
the gender gap increases as the quantity purchased at a single purchase increases. For
example, in the category of those who prefer to buy over 6 bottles at a single purchase, men
account for 82% and women 18%. Depending on the civil status, unmarried customers
prefer purchasing a single bottle of wine at one time, while married consumers prefer to buy
more than one bottle of wine in general. Therefore, married people dominate purchases of a
larger number of bottles in a single outing.
The German consumer demonstrates great availability for change, which is also evidenced
by the large number of imported products successfully marketed on the German market.
Women show a lower availability to try a new product than men who are keener to test other
products. Regarding age, we see a clear trend towards conservatism in people aged +50. At
the opposite end are the youngsters between 18 and 24 years of age, demonstrating a special
interest in everything that is new. Thus, as in many other situations, youth targeting is very
important, as it is easy to see that it quickly forms its taste and that this availability
decreases after 25 years, returning moderately after the age of 35. Regarding the
“Conservative Factor”, the results were that higher income people are more willing to try
something new compared to smaller income earners. An important aspect of consumer
behavior research is the price that consumers are willing to pay for a 0.75 liter bottle of
wine.
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As a result, two large consumer groups were identified:
1. "Conservative", persons who would pay less than € 12.00 for a bottle of 0.75 liter wine,
with mostly 2-3 household members, with middle-level studies, workers or clerks and an
income of up to € 3,000.00 and who appreciate "affordable". Given the close correlation
between the revenue and the price paid for this product, it is normal for the price to take
precedence over other factors.
2. "Sophisticated" are those who would pay over € 12.00 for such a product, mostly
unmarried, with up to two household members, up to 34 years of age, employers and / or
intellectuals, with income over average, who consume wine to gain recognition and who
prefer a very good quality wine.
To the open question, "What do you think about when it comes to wine?", the answers
ranged from fun, partying, good times, joy, tradition, wealth, to those who said they were
thinking that wine is a healthy and necessary food in a balanced diet.
Wine Consumer Behavior in China
Several authors have explored the Chinese market. In an article, the author Wee described
the interest of Chinese consumer for French red wines, mainly from Bordeaux (Wee, 2013).
Wine brands like Chateau Lafite and Petrus were sold for very high prices, $23,000. The
situation described by Wee happened in 2011, when the consumption of wine was mainly to
show esteem for friend and business partners (Wee, 2013).
Wines were also used us a gift.
“Mianzi”, which is a social concept, is the word by which Wang describes the driving factor
behind the Chinese wine customer behavior (Wang, 2017). When Chinese consumers buy
red wine, especially French, they show other Chinese friends or business partners, that they
have a good taste and they are modern people. The Chinese wine market is opening more
and more also for other wines, firstly for wines from Europe, but also from the ”New
World” (Wang, 2017). The Wine Market Council report from 2016 shows that the Chinese
consumers are opting to buy expensive wines, from $15-20 upwards (Hernandez, 2016).
„Additionally, the millennial generation has increasingly become the generational group to
market towards, being extremely well- connected and having consumed the largest amount
of wine of all the generational groups in 2015, 159.6 million cases of wine” (Wang, 2017).
When we analyze the behavior of the Chinese wine consumer, we find out that this depends
on the occasion and if the occasion is a private or a public one. The price paid on a public
occasion is higher than the one paid on a private occasion (Liu, F.; Murphy, J., 2007).
Because of the mianzi driven consumer behavior on public occasions, where less familiar
people are involved, the customer tries to show their good knowledge and taste for wine
(Wang, 2017). Only to improve their mianzi, the customers are willing to spend more
money when they purchase a bottle of wine as a gift than for one intended for a good dinner
at home (Liu, H.; et al., 2014). When Chinese compare it with spirits, red wine is a healthy
product. (Bargain, O.; Cardebat, J.-M.; Chiappini, R., 2017).
The French wine exports to China, mainly red wine, have grown extraordinarily between
2005 and 2015. 2005 French wine export to China represented less than 1% of the total
French wine export and until 2015 this figures were multiplied by 40 in volume and 35 in
value (Bargain, O.; Cardebat, J.-M.; Chiappini, R., 2017).
The Chinese wine customer is still unexperienced and novice, because the wine drinking
habits are very new and because of the lack of advertisement and information about wine.
Some Chinese consumers consider local wine comparable to imported wines, if not better,
except French wines (Camillo, 2012). The wines from the New World do not have such a
good image on the Chinese wine market but are becoming more and more popular (Xu, P.;
Zeng, Y., 2014). „Mianzi affects Chinese consumers’ decisions in making the final
purchase” (Wang, 2017). Other key factors for the purchase decision are price, the occasion,
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the gift-giving behavior, the country of origin, and the type of wine (mostly red) (Hu, X.; et
al., 2008). The price is important, but it needs to be understood totally different then on
other markets, mainly because of the „mianzi”, the lack of information about wine and the
correlation with the occasion and purpose (Yang, Y.; Paladino, A., 2015).
Results and discussion: Analysis of Wine Consumer Behavior in Germany and China
Comparing the two consumer groups, it appears that both groups prefer red wines. In China,
the wines need to by fruitier and sometimes sweeter then in Germany. Chinese consumers
have a habit of combining red wine with lemonade or another soft drink to make it more
palatable. As presented before, Chinese consumers believe that the alcoholic content needs
to be as low as possible, to make the product better for their health. They explain the need to
sweeten the wines primarily on the reason of health and not on taste (Ge, 2016).
The German customers do not combine soft drinks with red wine, because they drink mainly
red wine at the table especially with red meat. If somebody would drink red wine with soft
drinks in Germany in public, everybody would think that person is very uncivilized.
Both groups have similar beliefs that red wine is in fact healthy and a good source for
antioxidants and this influences their buying decision. Moreover, the Chinese consumers
believe that it is healthier than traditional Chinese spirits like Maotai due to its lower alcohol
content (Hernandez, 2016). The colour red means also luck in the Chinese culture, has
special meanings, and thus, red wine is consumed at special occasions, business meetings
and especially during the Chinese New Year (Liu, F.; Murphy, J., 2007), (Camillo, 2012).
A common denominator is the price of the wine. In China, as a result of mianzi, the higher
the price, a higher social recognition and image is obtained by the buyer. Referring to the
Germans, the price is very important and the high competition on the German market gives
the customer the possibility to buy wine at the best price possible (Hoffmann D. , 2014).
A key difference is that when a German customer buys a bottle of wine for gift giving, they
will almost exclusively choose a German one, while the Chinese one will opt for an import
and more expensive wine.
German consumers’ overall wine knowledge has a more important impact on their behavior
than it does among Chinese consumers. Germany has an old tradition in producing wine and
has been for a very long period of time one of the biggest wine import markets. Because of
this, the higher knowledge of wine in Germany can be easily explained. The wine
consumption in Germany increased in the detriment of spirits and beer. Germany imports
wines from all over the world, but the highest imports come from Italy, France, Spain, and
the “New World” (the US, Chile, Argentina, New Zeeland, South Africa and Australia).
The limited supply of imported wine on the Chinese market and the lack of knowledge
regarding them (Li, J.; et al., 2011), moreover, the strong perception that European wines,
especially French, are far superior to all others, lead to the conclusion that this is a very
good opportunity for the Romanian producers to concentrate on developing this market.
Every year the Chinese wine market is growing at very high rates and the wine consumers
learn more about wine and take part in wine-related activities (tastings, food- and winepairing classes, etc.) (Heikkila & al., 2018).
Both German and Chinese consumers believe that red wine is good for the heart and will
help in lowering cholesterol. Chinese wine consumers seem to take this a little further and
apply traditional Chinese medicine practices to the consumption of wine, such as drinking a
specific amount (Wang, 2017). In contrast to German wine consumers, Chinese wine
consumers factor cultural reasoning into their preference for red wine (Meiburg, 2015).
In China, the potential for winning market share is very easy, because the wine market is
growing every year. Imported wines have only a 10% of market share in China (Daily,
2016).
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The quality control including transport and distribution is a big challenge in China. China’s
taxes can raise the price on a $50 bottle of wine to $150 at retail (Daily, 2016); and there are
cultural differences, particularly the tradition of gan bei, where the consumer downs a whole
glass of alcohol. “Millennials in China, like the average Chinese wine consumers, lack basic
wine knowledge, prefer red wine, and drink socially; while they rarely drink wine (once a
year), they plan to drink it in the future” (Wang, 2017). Chinese millennial professionals
have become game-changers in the Chinese wine industry, increasing the need for wine
education (Ge, 2016). These “developing drinkers” (Ge, 2016) are buying wine at
mainstream prices and are drinking more frequently, accounting for 19% of Chinese
drinkers of imported wine.
Conclusions
The result of this study shows a bigger opportunity for Romanian wines producers in China
than in Germany. This article shows the Romanian producers, that even if they find
similarities in consumer behavior, it is very important that each market is carefully studied
and that each market approach needs to be different. From this research, information can be
drawn to help the Romanian wine industry to better approach these export markets.
The research on German consumers proves that, once a product fulfills all the minimum
quality criteria that make it interesting, this product needs to be well known. Thus, this
research proves that, for a new product, the most important thing is to create an image for
that product. Had we not conducted such an analysis and had we relied only on secondary
research, we would have drawn a wrong conclusion related to the fact that the price would
be the determining factor in the German consumer’s decision to buy a certain product. The
ideal wine on the German market is red dry wine that fulfils the quality and labelling criteria
specific to this market. On this market, every product, after fulfilling all the quality
requirements, needs a nice and simple story and a correct price.
Regarding the Chinese wine market, the most important issue is that the Romanian wine
industry understands the concept of mianzi, as this drives the behavior of the Chinese
consumer. That is, the Romanian wine industry, based on the analysis of this study, should
present red wines of high quality and market them as such, to price these wines as high as
possible to match their quality, and to educate the Chinese consumer through marketing,
sending winemakers or experts, or wine conventions. According to mianzi, Romanian
winemakers need to ensure that the wines are of high quality and that they concentrate their
exports on red wines. Chinese prefer sweet and fruity wines and the Romanian wine
exporters should consider this, when they prepare their offers for the Chinese market. The
price of the wines should be high enough but not higher than similar French wines.
Romanian wine companies should invest in better marketing and advertising throughout
China to spread the word about the quality of Romanian wine, as part of the group of
European wines. Awards should be listed and displayed to demonstrate its quality to the
Chinese consumer. Wine experts, sommeliers, and winemakers themselves should invest
time in traveling to China in order to educate Chinese wine consumers, wine importers and
wine professionals so that these Chinese experts can better educate other consumers.
Romanian wine professionals can host wine tastings, classes, and special wine conventions
to bring Romanian wines near to Chinese consumer.
The general conclusion is that the Romanian wine producers shall shift their focus and
resources from the Romanian market where potential of growth in sales and margins is
limited, to more attractive export markets like Germany and especially China. This research
needs to be extended with a more detailed analysis of the Chinese wine market, which has
the biggest potential for Romanian wine exporters.
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Abstract
When implementing sustainable business strategies at corporate and at market level, more
and more companies inform their stakeholders about the measures, tactics and actions they
take to achieve this goal. Specific standards, such as sustainability reporting, are nowadays
available to companies interested in paying attention to the economic, social and
environmental dimensions when approaching customers and managing their offerings.
Drawing on the stakeholder theory, legitimacy theory and institutional theory, the authors
demonstrate that sustainability reporting becomes increasingly important in emerging
market retailing as well since global players operating in emerging markets and the local
retail chains are increasingly concerned with implementing this strategy. Sustainability
reporting is all about communicating sustainable development actions to the interested
stakeholders and is about to become a business practice whereby customers are drawn,
satisfied, turned into loyal patrons, and made to choose and return to the preferred retailer
that takes care of them and their peers. The results reveal that, in food retailing, domestic
retailers only incidentally implement sustainability actions whereas international retailers
strive to adopt sustainability reporting in order to attract more target customers.
Keywords
Sustainability reporting, Global Reporting Initiative, Grocery Retail, Emerging market,
Stakeholder theory, Institutional theory
JEL Classification
M30; M31; Q01; Q56;

Introduction
The civil society development and people’s access to digital technology, social media and
mass communication enables them to be better informed about day-to-day livelihood issues.
Pollution, care for the environment or global warming are among individuals’ daily
concerns (Dabija & Bejan, 2017), leading them more and more frequently to choose the
brands, products and/or services of organizations that consider these challenges when
developing and implementing their business strategies (Pryshlakivsky & Searcy, 2015). The
business strategies of organizations no longer focus only on increasing market share,
growing their customer base and/or boosting their profits, but also on adopting a holistic
marketing approach and environmental governance (Jose & Lee, 2007; Kolk, 2008).
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In a growing number of industries, companies strive to communicate at corporate level the
actual ways of integrating the economic, social and environmental components of
sustainability into their general business strategies (Tanimoto & Suzuki, 2005; Fonseca et
al., 2014; Higgins et al., 2014). Whether by their own standards or by the standards of
sustainability reporting associations (the Global Reporting Initiative, the World Resource
Institute, the Carbon Disclosure Project, the Climate Disclosure Standards Board and the
United Nations Global Compact (UNEP, 2013, p.21)), companies increasingly strive to
show they are genuinely concerned with, and adopt a proactive behaviour towards these
issues (Gönen & Solak, 2016). Although retailers conduct many social responsibility
campaigns whose focus is on organic and/or environmentally friendly products and brands,
few of them actually opt in favour of sustainability reporting. Baker et al. (2012) show that
only 43 retailers make this type of reporting as the current number of retailers worldwide
meeting Global Initiative Reporting (GRI) standards is not very large (GRI, 2018a).
Given the small number of retailers making sustainability reporting by the standards of
some international organizations, such as GRI standards, the authors set to analyse
sustainability reporting in grocery retail on an emerging market. Romania is an interesting
emerging market because it has experienced one of the greatest economic growths in the EU
over the last years (Obucina, 2017). The Romanian retail market is still booming in spite of
being targeted by both international and domestic retailers (Dabija and Abrudan, 2015).
Drawing on stakeholder and institutional theories, the authors analyse the extent to which
reporting by GRI standards may contribute to enhancing Romanian grocery retailers’
visibility and reputation.
The paper is divided into four sections. Following the literature review on sustainability
reporting and its standards against which social, economic and environmental measures are
reported, the authors describe the research methodology and use the data on the web pages
of Romanian grocery retailers to analyse the extent to which these retailers apply the
sustainability reporting principles. The paper ends with conclusions, and theoretical and
managerial implications.
1. Literature review
1.1. Theoretical framework
According to the stakeholder theory, a company’s group of stakeholders includes four
categories of players: “customer, employees, environment and investors” (Fernandez-Feijoo
et al., 2013). Sustainability reporting enables the organization to improve its relationship
with these players. The company’s principles of sustainability are put into practice by means
of social responsibility campaigns (Schmid, Olaru & Verjel, 2017). The stakeholder theory
principles go hand in hand with legitimacy theory which is based on the premise that an
organization and its actions have to acquire legitimacy among stakeholders and be accepted
by the community. A company’s social responsibility, environment protection and
community engagement campaigns only yield results when they are accepted and known to
produce good effects (Gherardi et al., 2014).
The changes in company development and evolution are usually the object of the
institutional theory which states that companies operate in different markets through
“certain governance structures” (Scott, 1995, p. 136). Other advocates claim that this theory
analyses the existing interactions between a company and the environment because
companies lose their raison d'être without communities where they can run their businesses.
Therefore, they have to make arrangements to reward the stakeholders that help them gain
success (Martinez, 1999). This is where sustainability reporting is also relevant because it
enables stakeholders to get proper information about the companies’ actions.
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1.2. Sustainability reporting
The rapid rise in the consumption of resources and materials triggered by the exponential
increase of people’s needs and desires forces companies to adapt themselves to these
realities by choosing technologies that enable them to maximize results by minimizing
inputs within entrepreneurial processes. In this context, integrating sustainability principles
as well as effective market targeting measures and tactics into all strategies of an
organization is an absolute requirement without which competitive advantage is no longer
attainable. Retailers, in turn, strive to minimize the impact of their own activities on nature,
all the more so as the damage caused to the environment may generate economic shocks
with irreversible effects.
Backer & Clark (2008) and Willard (2002) believe that the implementation of sustainability
principles into business strategies should be regarded as a win-win situation, bringing
benefits for both the company and the environment. The organization actually bolsters its
reputation among stakeholders and will be able to attract more environmentally concerned
and/or oriented clients who appreciate the company management’s efforts to adopt
sustainable behaviour.
The application of the sustainability principles to their own activities is not the only thing
that matters but also the communication of this information to stakeholders (Aktaș et al.,
2013). Therefore, companies have made available in the last years not only annual activity
reports containing financial data but also information on the sustainability measures
adopted. Thus, they want to make stakeholders aware of the environment protection
benefits, their social responsibility campaigns, the source of the raw materials etc. (James,
2015). In fact, much of the information published in these reports is about environment
protection (84.8%) and involvement in social campaigns (70.2%) (Ballou et al., 2012).
Drawing on the guidelines for corporate sustainability reporting, such as, for instance,
Global Reporting Initiative (GRI 2018a; 2018b), companies inform stakeholders about their
actions and the intentions to implement sustainability principles into their strategies (James,
2015).
The reporting of sustainability actions may be achieved through the company’s own
methods or by the use of precise standards developed as good practice reporting guidelines.
The most frequently used sustainability reporting guidelines are the Global Reporting
Initiative, the World Resource Institute, the Carbon Disclosure Project, the Climate
Disclosure Standards Board and the United Nations Global Compact (UNEP, 2013, p.21).
Of these, the most frequently used guidelines are Global Reporting Initiative (GRI), first
developed in 1997 and improved over time to be in line with the evolution of the market, the
relevant indicators and the sustainability reporting requirements (Jones et al., 2016).
Worldwide “63% of the S&P 500 companies” issue their sustainability reports based on the
GRI guidelines, regardless of the industry, area or market where they operate (EY, 2013).
Moreover, 92% of the largest 250 companies use the GRI guidelines for sustainability
reporting (Gönen & Solak, 2016).
2. Methodology
In order to determine the extent to which food retailers in an emerging market, Romania,
experiencing considerable economic growth in the last years by comparison with the
average in the region, implement sustainability reporting (Obucina, 2017), a study was made
concerning the sustainability measures, actions and tactics that retailers communicate on
their web pages, via brochures and other informative materials. The information was only
collected from food retail because it is very well known by consumers and communicates
quite frequently its sustainability measures with a view to attracting consumers.
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The authors have designed an observation sheet based on the sustainability reporting
chapters developed by Global Reporting Initiative (GRI) (GRI, 2018a; GRI, 2018b). Thus,
information was sought concerning the three great chapters of indicators: economic (6),
environment (8) and social (19), each having its corresponding subchapters. The authors
sought information for all 33 subchapters that are relevant for GRI reporting, no matter how
companies publish this information: according to their own standards and/or methodologies
or according to well-established reporting guidelines. The collection of information took
place during the first two months of 2018.
The information was collected from both domestic and international food retailers. The
breakdown of retailers was made according to the retail groups to which they belong and in
line with the literature guidelines (Dabija and Abrudan, 2015). Overall, 8 international and 7
Romanian retail groups were examined. These groups operate under several retail brands
and have stores of different sizes: proximity stores, supermarkets, hypermarkets or cash &
carry stores (Vasiliu et al., 2016). Table 1 presents an overview of the examined stores, their
country of origin (international retail chains) and the county of residence (Romanian retail
chains).
Table no. 1. Observed retail stores depending on the retail chain in 2018
International chains
Group
Ahold
Delhaize (H)

Metro Group
(G)

Rewe Group
(G)

MID Europa
Partners
(UK)
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Romanian chains

Retail
format

Retail brand

Group

Retail
format

Retail brand
Unicarm

Mega Image

Unicarm
(Satu Mare)

Supermarket

Supermarket

Oncos

Shop&Go

Oncos
(Cluj)

Supermarket

Proximitate
Proximity

AB Cool Foods

Supermarket

Merkur

Supermarket

Concept Store
Mega Image

Elan-Trio
(Harghita)

Cash & carry

Merkur C&C

E-store

Home Delivery

Supermarket

Annabella

Cash & Carry
(CC)

Metro CC

Proximity

Annabella

CC small

Metro Punct

E-store

Metro Direct

Proximity

La Doi Pași

Discounter

XXL Mega
Discount
Penny

Supermarket

Profi

Proximity

Profi City

Annabella
(Vâlcea)

Annabella A-Z
Concept
store

Annabella
Fresh

Proximity

Annabella
Expres

Zanfir
(Focșani)

Supermarket

Zanfir

Luca
(Brașov)

Supermarket

Luca

Proximity

Luca

Angst
(Ilfov)

Supermarket

Angst
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Supermarket

Profi Mall

Hypermarket

Carrefour

Supermarket

Carrefour
Market

Proximity

Carrefour
Express

E-store

Carrefour
Online

Trans
Gourmet (G)

Cash & Carry

Selgros

Delhaize (B)

Hypermarket

Cora

Drive in

Cora Drive

E-store

Cora Online

Lidl/Schwarz
(G)

Hypermarket

Kaufland

Discounter

Lidl

Auchan (F)

Hypermarket

Auchan

Carrefour (F)

Obs: Countries: B – Belgium; F – France; G –
Germany; H – Holland; UK – United Kingdom.
Încadrarea retail brands on retail formats a fost
realizată în conformitate cu literatura de specialitate
(Dabija, 2010; Dabija and Abrudan, 2015).

Sources: Dabija and Abrudan, 2015; retailers own
webpages.

Sources: Dabija and Abrudan, 2015; retailers own webpages.

3. Results and discussions
The browsing of the webpages of the retail chains concerned reveals that sustainability
reports, if they exist, are published at group level and not at retail format or retail brand
level. These reports contain descriptions of the actions implemented at market, store and/or
retail format level. Interestingly, none of the analysed Romanian retailers report any of the
33 GRI indicators. However, the retail chains Luca (2018) in Brașov and Annabella (2018)
in Vâlcea provide on their webpages some information about their social and environmental
actions, notably with respect to waste and packaging recycling.
The international retail chains operating in Romania report both group-level and Romanian
market-level sustainability actions but none of them implement all the 33 chapters of GRI
sustainability reporting standards. Metro Group (2018) or Rewe (2018) present on their
webpages some of the chapters included in the GRI reporting but not all chapters are
covered in their reporting. Metro and Carrefour are the only retailers reporting sustainability
activity according to Dow Jones Sustainability Indices (Metro Group, 2018; Carrefour,
2018), bespeaking their intention to include as many activities as possible in the
communication of their sustainability efforts. Table 2 presents the situation of the
sustainabiltiy reports made available to the public and the number of GRI reporting chapters
covered by these reports.
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Table no. 2. Sustainability reporting on international level for food retail formats
Sustainability web
Reported GRI chapters
pages
Grup

international Romania

Economic (6)

Environmental (8)

Social
(19)

Ahold Delhaize

da

da

3

3

1

Metro Group

da

da

1

5

7

Rewe Group

da

da

1

4

3

MID Europa
Partners

nu

da

-

-

-

Carrefour

da

da

-

3

3

Trans Gourmet

nu

da

-

-

-

Delhaize

da

da

3

3

1

Lidl/Schwarz

nu

da

-

-

-

Auchan

da

da

-

-

-

Source: webpages of retailers; Carrefour, 2018; Metro Group, 2018; Rewe, 2018.

The data presented in Table 2 reveals that, although they implement sustainability measures
and report them to their target groups, most retailers provide detailed information in relation
to at most 13 out of a total of 33 chapters of GRI standards. This does not necessarily mean
that these organizations are not sustainability-oriented but it could also be the result of the
changes that have been made since 2016 in the number of chapters according to which
sustainability activities and measures are reported (GRI, 2018a; GRI, 2018b). It is likely that
the reporting of these activities largely depends on the organization’s openness and the need
to communicate all corporate information to shareholders and stakeholders.
Conclusions
In the current economic context, sustainability has become an increasingly pressing issue as
the indentification of solutions for pollution reduction is a major challenge for companies,
regardless of industry, size or profile. The integration of sustainability principles into the
business strategies is absolutely necessary for targeting customer groups, especially the
young people who are more sensitive to resource waste, pollution, sustainable consumption
etc. (Dabija & Bejan, 2017). Therefore, adopting and communicating these measures is
nowadays a must for retailers’ activity as a means to increase market share and enhance the
company’s visibility, reputation, image and trust.
Informing consumers about the adopted sustainability strategies plays a highly important
role in attracting and turning them loyal to the retail stores. Retailers’ communication
strategies have turned more and more towards the online environment to better approach
and target the young consumers for whom entertainment and social media platforms are
major sources of information (Jacobsen, 2017). Young people are more willing to help the
disadvantaged (Last, 2014) and that is why they prefer the organizations that conduct social
responsibility campaigns. In fact, 46% of young people allot large amounts of money to buy
the products of companies that implement sustainable technologies, while 31% of them
“boycott” those that fail to implement such strategies (Masdar, 2016).
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The paper provides input to the stakeholder, legitimacy and institutional theories because
sustainability reporting brings benefits to all stakeholders of a company, not only by being
better informed but also by placing more trust in it. Bringing the sustainability strategies to
their knowledge is not only an opportunity but also an absolute necessity because
stakeholders are thus able to better identify themselves with the organizations they have
relationships with, helping it develop and strengthen its market position.
The implementation of sustainability standards and their communication at group level
represents a great potential of the Romanian and international retailers to attract more
customers/target groups.
The future studies should consider the careful assessment of sustainability reporting in the
other sectors of traditional (food, DIY, electronic and household appliances) or online retail,
as well as the extent to which sustainability actions and strategies are conveyed to the public
by formal notification or any other means. The adoption of specific reporting guidelines
such as Dow Jones Sustainability Index World or GRI confirms retailers’ concern with
carefully reporting sustainable activities so as to attract particularly the consumers for whom
sustainability is a benchmark for selecting brands, products or companies (Lan, 2014). At
the same time, future research will have to consider more carefully other food retailers
operating on the Romanian market and other emerging markets in order to highlight the
differences in market targeting.
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Abstract
A widely accepted definition for the term research and development “R&D” can be found in
a publication of the online “Business dictionary” and is described as a systematic activity
combining both basic and applied research aimed at discovering solutions to problems or
creating new goods and knowledge. R&D may result in ownership of intellectual property
such as patents (Businessdictionary, 2018). The mentioned “goods” can be seen as products
and services but can also be new production methods or new procedures and the research
can be scientific and or in technological fields (Investopedia , 2018). When conducting
R&D the involved parties are in most cases specialists in the subject matter of the field of
research.
This paper examines thoroughly the emerging importance of freedom to operate processes;
as it became important for the entities conducting R&D to ensure themselves that the new
discovered developments are actually new and therefore not protected, the freedom to
operate search and analysis was born, abbreviated "FTO". FTO is usually used to determine
whether a particular action, such as testing or commercializing a product, can be done
without infringing valid intellectual property rights of others (Patent Lens, 2018).
Keywords
Risk management, Intellectual Property Rights, Sustainable, FTO, R&D
JEL Classification
A10, A11, D21, M12

Introduction
The classical FTO is often limited to the geopolitical area where the conductor of the R&D
wants to operate with his results and is also limited to the various protection rights such as:
patents, trademarks and other intellectual property “IP”. The FTO has the clear purpose of
discovering if it is possible to market a product either produced in or imported to a country
without infringing any IP. What is seen as “freedom to operate” can also be reached by
acquiring licenses, purchasing the IP or coming to cross-license agreements with the owners
of IP. In all cases and for all parts: owners of IP, as well as owners of technology, it is clear
that patent litigation can be very expensive, uncertain and risky so: prevention is better than
cure (WIPO, 2018).

620

New Trends in Sustainable Business and Consumption

Within the FTO, every operation should have a policy statement, which should make a
commitment to the ideals of sustainability. Without a policy, there is no mandate for
employees, management or the public to undertake improvement plans or manage
benchmarks in respect of sustainability issues. An FTO provides a mechanism through
which the operation can comply with its policy and objectives. The policy should be
developed by a working group or problem-solving group.
The policy, like all areas of an FTO, should be documented and communicated to all
relevant people including clients, management, employees, suppliers, distributors,
advertisers, public relations companies, and retailers of the service or product. Furthermore,
the working group should help build commitment, provide support to ensure its
implementation, and recognize the efforts of those who support it. There are a number of
principles that should underpin any policy statement these include:
 Recognize that FTO is among the highest corporate priorities;
 Establish and maintain communications with internal and external interested
stakeholders;
 Determine the legislative requirements and environmental impacts associated with the
organization's activities;
 Develop management and employee commitment to sustainability, with clear
assignment of accountability and responsibility.
 Establish a disciplined management process for achieving targeted performance levels.
 Provide appropriate and sufficient resources, including training, to achieve targeted
performance levels on an ongoing basis.
 Evaluate environmental performance against appropriate policies, objectives, and
targets and seek improvement where appropriate.
 Establish a management process to review and audit the FTO and to identify
opportunities for improvement of the system and resulting performance.
 Encourage contractors and suppliers to also implement a FTO.
It is proposed to gather as much details as possible concerning the reasons and the purposes
of a FTO and develop a comprehensive description of where to implement the FTO and how
to improve this implementation to reach a higher sustainability of the investment in the FTO
for the enterprise. We are looking also for fields and possibilities to use the FTO in such a
way that it is not confined to what is has been used until now for, so that this investment is
valued on more than one field.
We are looking at tree fields of improvement for reaching a higher sustainability:
1. Improving the spread of the investment in the FTO so that it brings the best results with
the lowest investment at the given moment of the R&D.
2. Implementing the results of the FTO in the processes so that the initial investment is
more valuable since it supports more than the classical purpose.
3. Reaching an investment to risk mitigation knowledge curve which allows the project
owners to decide on how much is the maximal investment in FTO still sustainable for
their project.
The methodology used involves the analysis of different literature sources describing
different methods and backgrounds of using and implementing FTO’s with the view on best
practices on the field. Furthermore, we implemented the working experiences of
implementing and using FTO’s in 2 different global corporations with 20 by the writers
implemented FTO’s. The results of this research seek to show that the actual investment in
the FTO process will not change when implemented in the way this research developed
since it still has to bring the results that the traditional FTO also brings.
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1. Researching the classical implementation of freedom to operate
The classical FTO has been summed up by Cecilia Chi-Ham in a presentation at the
University of California (Chi-Ham, 2009) we will bring a part of it here as an overview:
Step 1. Define subject matter
Describe the technology and the anticipated field of use
Identify technologies: core and substitutable
Geographies
Time frames
Step 2. Formulate FTO team
- Build a multidisciplinary team
Step 3. Define questions and IP search strategy
Interview and laboratory history
Develop a series of questions congruent with the projects immediate and future goals
Step 4. The FTO investigation
Scope of typical FTO search – Scientific, patent databases and other publications, search
engines, geography
Levels of FTO – these are the actual steps of the research itself which implements not only
the patent documents but all the information possibly reachable around them.
Step 5. Product of the FTO search
Step 6. Strategies to manage the FTO risks
A comprehensive classical FTO is a process which is typically performed at the end of the
R&D process. When analyzing the subject of sustainable FTO there is the need to
differentiate between the different factors that enhance sustainability. Each of these factors
has a strong influence on the decision of how to proceed and what are the choices that are to
be taken when deciding on how to proceed with a FTO in such a way that it is sustainable in
the R&D process. As already mentioned the objective of this paper is to identify the right
strategy for conducting a FTO so that it is implemented in the R&D in the best possible way
and describing a method of improving that implementation so that the spread of the
investments in the FTO brings the best results.
2. Purpose of the FTO
It is important to observe at what stage of the R&D does one start working on the FTO and
how much resources are invested in every step of it. In his book Open Innovation, Henry
Chesbrough describes the R&D process as in (figure no.1). We allowed ourselves to add
also the locations where FTO can and should be already implemented to reach a higher
sustainability for the investment in the FTO derived from our experience in implementing
around 20 FTO’s (Chesbrough, 2003).

Figure no. 1 Funnel presentation of the R&D process implementing the FTO analysis
Source: Chesbrough, Open Innovation, HBS Press, 2003 and research conducted by the writers
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When looking at funnel presentation of the R&D (figure no.1) it easy to derive that the FTO
can be divided in several modules which should be implemented each at the right place and
time during the R&D. These modules could be summed up as the FTO modules in the R&D
process (figure no. 2). By structuring the FTO in the different modules that can be
implemented separately in the different stages of the R&D process one reaches a gradual
investment in the FTO which is monetarized immediately since it delivers usable
information to the researchers. When the FTO is classically conducted only at the end of the
R&D this information is typically not needed any more and therefore serves only one
purpose, thus missing the opportunity to for example save the product development team
resources and time.

Figure no. 2 FTO modules in the R&D process
Source: research conducted by the authors

Figure no. 3 FTO to R&D time flow implementation diagram
Source: research conducted by the authors

3.0 Developing a new strategy for the implementation of the FTO
Product developers rely mostly only on their knowledge of the state of the art of the subject
matter of the R&D project and might miss some of the existing information. If the work of
the FTO team would in such a case start at the beginning of the product development, with
an External Technology Base Research and would channel the results to the developers,
these will not waste time and resources in developing already existing technologies but
would directly implement these in their work when possible. This way we create a situation
where it is in the best interest of the developers to supply the FTO team information for the
research since they know that they will in return receive for the research relevant
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information saving them from reinventing the wheel. After the first research the FTO expert
can be used by the development team to supply further external technology know how
which is needed to implement in the project in the External Technology Insourcing
module. The project can get on the fly clearance for some of the technologies they want to
implement if these are not protected or the IP is not valid any more. In the final stage of the
R&D the team reaches results which will be than in a Final Patent Research tested for
potential infringement of third party IP, but since the FTO has been ongoing from the
beginning of the project the investment in the research will be smaller and very focused on
the exact IP which poses a risk for the project, the result of the continuous work of the FTO
team will be a lower number of potentially high risk patent documents that need to run
through the Freedom to Operate Analysis. Many of them already known and mitigated in
the early phases of the project thus saving the very high costs of relevant patent risk expert
assessment for example by a patent attorney. In the improbable case that a high risk would
surface at this stage the loop of mitigation can be followed with options like licensing or
buying the third party IP, reaching cross licensing agreements and or redeveloping the
products to not use the protected technology e.g. finding substitute technologies which are
not protected or inventing around the high risk patents. Last but not least is the identification
of patentable inventions that might surface during the R&D process and/or in the final
product. Through the continuous support of the FTO in the project, the patent expert is there
to spot the inventions soon and reach patent application as soon as possible thus
corresponding well with the first to file dogma (Schieber, 2011). In our FTO to R&D time
flow implementation diagram (figure no. 3) we visualized the in this research resulting
sustainable symbiosis of the R&D process and the FTO modules.
Summary of the results
It is now possible to deduct that the actual investment in the FTO process will not change
when implemented in the way this research developed since it still has to bring the results
that the traditional FTO also brings and the amount of work has not changed. When
breaking down the new implementation into the way it is performed and further into the
steps and the kind of resources used one can see improvements on all levels:
Time factor – how long should an FTO research take and at what point of the R&D process?
The FTO should not be an obstacle in the process but a tool that is continuously supporting
it. A part of this question has been answered by implementing the FTO in the R&D process
from the beginning. Furthermore, the research will be in very big parts already done by the
time that the R&D process comes to an end and needs the clearance.
Human resource factor – How many human resources? Does it make sense to maintain an
expert for this field or maybe externalize this task to achieve the best results with the best
investment? By recommending to embed the FTO process directly in the R&D process the
need of a constant IP expert arises, which is contrasting with the wish of increasing the
sustainability of the FTO when working with the R&D due to possible higher costs. This
can be mitigated by training the R&D personal in basic steps on how to perform the first
modules by itself. Furthermore, it is also possible to externally perform some of the
researches without using direct high level IP experts.
Business requirement /decision factor – the managers needs to give the business
requirements to his experts. The FTO team needs to know from the beginning of the project
what kind of steps is the management ready to take on the way to the final product. For
example: purchasing licenses or patents or dealing with patent infringement after the
product is in on the market. A good example for this is the Sony Walkman product
(Sueddeutsche, 2008).
Cost factor – taking into consideration the vast patent databases existing, the financial
resources needed for a comprehensive research can grow very fast. The results of the FTO
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research considering only the relevant patents for example, need to be examined and an
expert assessment as to the risk factor is needed. Typically, a freedom to operate opinion
will cost at least $10,000, and sometimes substantially more. It is not at all uncommon for a
freedom to operate opinion to cost $20,000 or $30,000, or more (Quinn, 2010).
Conclusions and implications
As shown by the authors, the new embedded implementation approach will also shorten the
length of the FTO itself from the point of view of the R&D researchers.
On one hand bigger enterprises will normally have an in-house IP expert which will in such
a way be better implemented and taken advantage of. Smaller and midsized enterprises can
consider using external IP experts on a middle level for example self-employed IP
engineers. This will save all enterprises the higher costs of the classical FTO
implementation of high level IP attorneys which should be used only for exceptional reports
in case of high risk third side patent documents, where it was not possible to mitigate
through the methods described above.
On other hand, through the modular approach the FTO expert can directly implement these
requirements into the R&D during the process without losing time and at a point where it is
still possible and not at a point where the process is finished and changes would require
restarting the process.
And finally, by implementing the modular FTO in the R&D we have seen that these costs
can be reduced. Especially by reducing the number of high risk documents that need to be
assessed. Such an assessment can reach costs of $5000 to $7000 per document and need to
be avoided as much as possible.
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Abstract
This study highlights a part of the results of a doctoral research regarding business
performance improvement through contract management, conducted by authors in the
Research Centre of Business Administration, Bucharest University of Economic Studies,
Romania.
Within our core research, we have analyzed the root causes of outsourced contractual
dysfunctionalities and identified that one of the main causes is a high volume of change
requests registered during terms execution. Further, we found a correlation between failures
in pre-contractual documentation and malfunctioning inter- and intra-organizational
processes. Based on those findings, we continued our research - presented in this paper aiming to find an alternative and more sustainable solution for increasing operational
efficiency by monitoring and managing effectively outsourced contracts. To ensure this
effectiveness, we propose a combined risk analyzing method which highlights in detail the
complete operational risk of each outsourced activity. By this tool, companies are offered
the possibility to improve the use and application of Key Performance Indicators and score
their contracts on operational performance.
The first part of the paper provides an overview of the existing literature whereas the
second part includes research results and solution proposal.
Keywords
Operational Management, Key Performance Indicator, Operational Risk Management,
Process Improvement
JEL Classification
B4; D2; F680; L240; L250; M420

Introduction
Globalization is fostering the transfer of business-complementary tasks, services - even key
operations to external providers. Companies adopt this strategy in order to remain
competitive in dynamic markets, where they register a slower growth on profit due to the
rise of the absolute number of competitors (Dobbs and Koller, 2015). The major challenge
for expanding companies is the hand-over of risk and responsibility in a reasonable way
between the contractual parties (Cooke and Budhwar, 2009). According to a study
conducted by Deloitte & Touche LLP in 2016, 48% of outsourcing initiatives fail to deliver
as per the set agreement and are terminated before close-out. Companies are struggling for
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years with the wrong assignment and management of risk, reason for which some prefer the
investment in global collaboration than in outsourcing practices (MacCormack et. al., 2007).
Although, global collaboration requests more leadership between companies, while
outsourcing relies more closely on negotiation, the operational transparency collaborating
companies gain is creating a more secure ground to develop reliable operational processes in
an expansive environment. Either way, whether it is simple outsourcing or complex
collaborations, companies need to analyze in more detail how each operation that
compounds the transferred activity is to be managed up to completion. Therefore, we
propose a risk evaluation grid, used by all involved parties, through which all operations are
scanned and put together in order to score the transfer. This might be a solution to improve
the outcome of outsourcing.
1. Literature review
1.1 Operational Performance
Operational performance is given by the results a company’s employees deliver and the
outcome of inter-organizational collaborations defined through a variety of commercial
agreements. Also, the performance of an enterprise could be positively affected by the goals
of sustainability (Schmid, Olaru and Verjel, 2017). The overall outcome is measured against
industry standard indicators or internally defined ones with a focus on efficiency,
effectiveness and, where applicable, environmental responsibility. Performance indicators
are used to measure financial or non-financial performances and are used to be presented
within narrative reports in order to deliver a transparent overview on a company’s actual
status and progress. Its purpose is to help business stakeholders and investors gain a deep
understanding of the business development and movement while keeping management
accountable for the achieved progress. Measuring performance is a task which implies
additional focus from the direct supervisors and in larger organizations, dedicated teams are
allocated to define, implement, collect and present the data by use of balanced scorecards.
Due to the substantial pressure of reaching business efficiency, organizations start redesigning their business processes and using Key Performance Indicators for a larger scope
(Mansar, 2007); instead of measuring past events the focus is now oriented on getting
highlighted in real time, future possible deviations from planned target. This way, leading
functions can prevent or at least diminish financial, market or quality losses by taking action
before the event occurs.
Due to the continuous changing business environment and evolving challenges, business
performance cannot only be measured by its compliance to defined budgets and plans, but to
their effectiveness in managing their operations and business processes (Cachon and
Terwiesch, 2013). It is a switch from an exclusive focus on obtaining to a much larger one,
considering also how sustainable the obtained results are. Therefore, cost management, with
its narrow view on financial aspects, focused on costs remains an insufficient tool for
managers in their attempt to improve operational results. Management became in need of
more complex analysis and responses, changing their mindset from cutting costs to reducing
waste and continuous improvement. In the past decade, most global acting companies
implemented a new discipline, known as Operational Performance Management through
which organizations seek to create more value with available resources (Kiyoshi, 1993).
Ventana Research, which is one of the top market research and advisory services company,
defines Operational Performance Management as “the practice of understanding,
optimizing, and aligning operations-centric business activities and processes to a common
set of goals and objectives to reach higher levels of business effectiveness”.
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Operational Performance Management is a complex approach that incorporates a series of
methodologies to ensure value increase and makes use of balanced scorecards, strategy
maps, activity-based cost management and risk management (Cokins, 2009).
The Balanced Scorecard is a tool used for strategic planning and management that is used to
communicate targeted results, align daily activity with impact on strategy, prioritize projects
and/ or services and monitor and measure status of achievement against targeted results.
Also, the Balanced Scorecard is one of many management system and managerial tools that
could be successfully adapted and used at project, programs and portfolios level (Scheiblich,
et al., 2017). To do so, the Balanced Scorecard system has to be a reliable connection
between the soft attributes such as: companies’ mission, vision, core values, results and
goals and hard attributes: objectives, measures (KPI), targets and initiatives. According to
studies published by Gartner Group and Bain & Company, Balanced Scorecards are used by
over 50% of businesses from any continent, no matter if they are globally or nationally
developed. It is considered fifth in the rank of top ten management tools worldwide and
Harvard Business Review defined it as one of the most highly influential business tool
developed in the last 75 years.
Strategy map is a one-page graphic representation of how an organization plans to connect
its strategic objectives such as financial, customer, processes, learning and development to
create added value; therefore, it is a necessary part for the Balanced Scorecard framework
(Kaplan and Norton, 2001). The document addresses four different yet interdependent
aspects given by the:
1. financial perspective with focus on the long-term shareholder value
2. customer perspective which defines the customer value proposition
3. internal perspective that concentrates on operational processes
4. learning and growth perspective including human, information and organization capital.

Fig. no. 1 Strategy map
Source: Kaplan, S. R., Norton, D. P. 2001, The Strategy Focused Organization, Harvard Business
School Press, ISBN 1-57851-250-6
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1.2 Operational Risk Management and Measurement
Operational Risk Management aims to foresee any business risk and prepare adequate
solution of prevention and impact minimization by using tools, methods and procedures.
However, to accomplish this, risk has to be measured. Generally, operational risk can be
first classified by measuring frequency of happenings and the severity of the impact to
organization. Further, three methods can be used to gather more detailed data: the loss
distribution approach, scenario analyses and balanced scorecards (Kenett and Raanan,
2011).
Any operation has value-added and non-value-added activities. Some of them do have a
direct influence on the planned result, while others can be considered as “preparation and
maintenance” of the main activities. We do classify them for simplifying the mapping
process. Once those are clear, we can identify the risk each of the activities can produce.
Based on this data, the activities can be scored aiming to highlight operational pitfalls,
offering management the opportunity to focus on foreknown critical scenarios and their
solutions.
Within the research paper entitled “Manage Collaborative Partnerships Through Effective
Project Management in the Oil and Gas Industry” presented at the SGEM Conference in
Vienna 2017, based on the study of over 800 contracts, it was shown that the main cause of
contract failure was change management and the high request of changes are non-aligned
inter- and intra-organizational processes (Gavril et. al., 2017).

Fig. no. 2. Causes of contractual dysfunctionalities
Source: Gavril, et. al., 2017 – Manage collaborative partnerships through effective project
management in the Oil and Gas industry, Science and Technologies in Geology, Exploration and
Mining, ISBN 978-619-7408-26-3, DOI: 10.5593/sgem2017H/15.

1.3 Process improvement
Process improvement is a never-ending task (Liker, 2004) and has to be everyone’s duty and
shall not be limited to one departments’ responsibility.
A good tool to start a deep-dive audit into the operational processes and their mistakes in
delivering profitable results is the claim management process which has the capability to
highlight root causes of failure in delivering expected results. Based on a study made by
Gavril, et al. (2017) on over 1000 contracts and their failures, the claim process “secures
diagnosing and recognition of critical situations rather than treating deal-braking events […]
and reveals the performance leakages of a company, pointing out weak decision makers.”
Starting from the proved process disruptions, companies may choose to apply the Kaizen
philosophy tools and techniques (Sharp and McDermott, 2009). According to Imai, (1989;
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2012) Kaizen is an “umbrella concept” for a mixed of complex business methodologies
compound to support improvement. One approach of business process management is to
focus on how the actual way of executing tasks can be improved and targets a standardized
quality of deliverables (Dumas et al., 1998). Process efficiency is calculated based on the
formula:

(1)
2. Research methodology
Based on our previous findings, we deepened our research aiming to support the
improvement of operational efficiency. To accomplish this objective, we studied relevant
literature from trustful publishers and world-wide recognized professionals and associations
related to operational management, performance indicators and efficient management
systems. We focused our empirical research, we compared the 4 most used management
systems by global acting companies and identified their common numerator in the attempt
of finding adaptable solutions for better monitoring outsourced performances.
Our empirical research was focused on analyzing the KPIs used to monitor over 2000
contracts from the Oil and Gas and Construction industry signed between 2010-2018, define
the most frequent used and their possible impact on operational performance.
Aiming to find adaptable solutions to improve operational performance through effective
monitoring of outsourced performances, we have first identified which are the more
complete or punctual methodological solutions that support organizational approaches both,
in terms of processes and management of human dynamics available to companies; the most
frequently used are: Lean (Shook, 2010), Six Sigma (Arthur, 2011; Keller, 2011), Business
Processes Engineering, The 4 Disciplines of Execution (McChesney, 2016). Further, we
compared them, willing to identify their common denominator and structural benefits:
 performance tracking is transparent and permanently accessible to processes runners;
 use of visual management tools, team designed scoreboards and specific information
dashboards available on the workplace;
 process improvement circles where the job methods are developed by the entire team
with involvement of all members and approval of management.
 good metrics developed starting with the client’s priorities in mind, which facilitates a
more relevant set of KPI (voice of client – VoC; critical to quality– CtQ; value stream
mapping)
One important step for quality improvement is to identify a right set of measurements.
Those measurements should be a mixture of early and subsequent indicators and a
combination of qualitative and quantitative KPI´s (Marquardt, Olaru and Ceausu, 2017).
Also, KPIs are the important part and bases of Balanced Scorecards. They can provide
information regarding internal operational performance, namely the efficiency of processes
and employees as well as the performance of outsourced services. Monitoring external
competence and business outcome is considered more complicated than those from a
company’s internal set-up. Services are usually outsourced following a decision to improve
quality and reduce costs, based on thorough analyses of professional providers. This means
that the technical know-how of how quality is best delivered remains with the supplier while
the Beneficiary can only define result-oriented KPIs. In the Construction and Oil and Gas
industries where we had access to analyze over 2000 contracts signed between 2010 and
2018, the following seven Indicators have the highest applicability frequency:
 Schedule Performance Index: difference between earned and planned value
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Impact on Schedule: deviations of scheduled timeline caused by approved changes
Cost Performance Index: ratio between earned value and paid cost
Impact on Cost: difference between actual cost without losses versus budgeted cost
Number of “Key Documents” approved: ratio between approved and reviewed
documents
 Design Values versus tested Factory Acceptance Test: engineering versus design
parameters
 Design Values versus tested Site Acceptance Test: tender value vs. value measured on
site
It is noticeable that all of them are not measuring future activities on which Beneficiary or
Supplier can positively influence the outcome. They are measuring technical indicators,
deadlines, document deliverables and final results. Following, when the KPI indicates a low
performance, the chain of consequences already developed multiple rings. Depending on the
complexity of the project, those consequences can be traced in a variety of adjacent
activities operated by different companies.
3. Results and discussion
To prevent or minimize the appearance of unforeseen risks, we recommend at first to use an
overlapping of two methodologies:
1. Job Brake Down from Training Within Industry and
2. Evaluation Phase from Value Analyses.
Both methodologies were developed during the WWII in the United States of America
aiming to solve the most difficult operational challenges:
 to reduce time to competence for very complex tasks involved in the production of
sophisticated military equipment (Diesel Submarines);
 to be able to meet the operational requirements by working with unqualified personnel;
 to ensure necessary materials and equipment by substitution of those missing in
production.
The Job Brake Down is an efficient tool to split an activity into the smallest possible actions
and forming the reverse engineering scene (Dooley, 1940; 1945).
In addition to it, comes the Evaluation process from Value Analyses, in order help analyze
and score the risk on each activity of the operation. The Value Analyses Job Plan was
mainly developed by Lary Miles and published as a procurement operational guide for nontechnical professionals (Miles, 1961).

Fig. no. 3. Value Analysis Job Plan
Source: authors own contribution based on the information collected from
www.Save-International.org

The resultant actions of Job Brake Down enter the risk evaluation phase where each are
quoted with a score between 1 and 5 where 1 is low and 5 is high. All processed data are
centralized within an Operational Risk Evaluation Report. Further, this report is overlapped
with the one made by the other contractual parties in order to obtain a complete Operational
Risk Evaluation Report on the outsourced project.
Once this report is worked out in detail on the basis of rigorous analyzes, it is possible to
highlight the risk areas of the outsourced project and assign appropriate KPIs for early
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warning of foreseeable deviations. A general overview of how contracts can be scored
following the operational risk evaluation process is represented by Fig. 4 from below.

Fig. no. 4. Proposed Scorecard of outsourced contracts based on operational risk
evaluation
Source: authors own contribution based on research

Conclusion
By use of such a precise tool, as the above proposed Operational Risk Evaluation Report,
companies may benefit of:
 a reduced unforeseeable risk and apply appropriate Performance Indicators and Key
Performance Indicators to effectively measure outsourced performances;
 a well predefined solution plan for high risk evaluated activities/operations which in
case of the unwanted event occur, saves precious time in finding and agreeing on
suitable solutions;
 valid, standardized data collected on the basis of thorough analysis of transversal teams,
based on which companies may score their outsourced contracts and identify further
business inefficiencies given by unprofitable projects. This valuable information offers
the framework from which management decisions and actions can be taken to increase
operational efficiency;
 high level of knowledge transfer and collaboration among contractual parties.
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Abstract
The use of Electronic Learning (e-Learning) in higher education has increased significantly
during the past decade. E-Learning involves two-way communication between universities
teachers and students. Information and communication technologies based on Internet such
as chat, quiz, web pages, assignments and many others provide an environment for more
effective learning.
This paper explores The Bucharest University of Economic Studies students' views
regarding the advantages and limitations of e-Learning in a new pedagogical approach. An
exploratory study based on questionnaire was conducted among the Romanian students
from the Faculty of Business and Tourism. The study contributes to a better understanding
of e-Learning courses characteristics and offers insights to teachers on improving learning
materials and enhancing teaching quality. Results also revealed students’ perception on
attributes and the effectiveness of an e-Learning platforms. The paper concludes with
several future research directions and recommendations for higher education institutions in
order to take advantage of the e-Learning system.
Keywords:
e-Learning, information and communication technologies, computer-based training, higher
education, students, Romania
JEL Classification:
I23, O33.

Introduction
The information and communication technologies (ICTs) have become an essential part of
learning experience for higher education students. The rapid development and
commercialization of ICTs for the education industry has prompt a new method of teaching
which is known as e-Learning (Zakariah et. al, 2011). In Romania, e-Learning has gradually
increased over the last few years as the system offers many advantages to the involved
parties especially universities and students. Institutions of higher education are trying to
adopting e-Learning due to space limitation and equitable access to learning for all students.
This paper investigates Romanian students' perception towards the attributes of e-Learning
courses and of e-Learning platforms in order to improve the effectiveness of e-Learning in
higher education. After a review of relevant literature about evolution and adoption of eLearning, this paper presents the methodology and the results of an exploratory research
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among The Bucharest University of Economic Studies students. The study concludes with
some suggestions for future research directions and recommendations for universities and
teachers that are engaged in the e-Learning process.
Literature Review
The development of ICTs creates a need for training for teachers and other persons of
education institutions and open new possibilities that allow to increase the effectiveness of
the educational process (Dočekal and Tulinská, 2015). The first form of electronic education
-Computer-Based Training (CBT)- was born in the last decade of the 20th century
(Hubackova, 2015). The term e-Learning came into use in the mid-1990s and was often
used interchangeably with other terms such as “distance learning” and “online learning”.
Garrison, (2011, p.2) defines e-Learning as „electronically mediated asynchronous and
synchronous communication for the purpose of constructing and confirming knowledge”.
According to (Pieri and Diamantini, 2014) conventional e-Learning systems were based on
instructional packets, which were delivered to students using assignments evaluated by the
teacher. The new e-Learning approach called e-Learning 2.0 increased emphasis on social
learning and use of social software. Internet and social networking tools can provide
opportunities for students to find information, collect their own materials, communicate,
create meaning, and evaluate the final outcome (Daud, Jalil and M.Gunawan, 2015).
E-Learning includes all forms of electronically supported learning and teaching including
Web-based learning, computer-based learning, virtual classroom opportunities and digital
collaboration (Yacob et al., 2012). An e-Learning success model comprise of the three
stages of e-Learning systems development: instructional design, course delivery, and
learning outcome analysis (Holsapple and Lee-Post, 2011). The instructional design stage
contains three dimensions: system quality (easy-to-use, user friendly, stable, secure, fast,
and responsive), information quality (well organized, effectively presented, of the right
length, clearly written useful, up-to-date), and service quality (prompt, responsive, fair,
knowledgeable, and available). The course delivery stage contains two dimensions: use
(text, audio, video, discussion board, case studies, tutorials, assignments) and user
satisfaction (overall satisfaction, enjoyable experience, overall success, recommend to
others). The last stage, the learning outcome, is evaluated along the net benefits dimension
encompassed positive aspects (enhanced learning, empowered, time savings, academic
success) and negative aspects (lack of contact, isolation, quality concerns, technology
dependence).
E-Learning has a significant role in instruction of students in higher education and
universities are investing considerable resources in this technology. There are several
studies that have been done to explore students’ perceptions and expectations regarding eLearning as well as lecturers` experiences and opinions on this type of education in Eastern
Europe (Šolc et al., 2012; Ion, Vespan and Uţă, 2013; Klement and Dostál, 2015). The
results of this studies show that the majority of students and teachers sustain the traditional
instruction, but consider that e-Learning is an effective system for complement the current
traditional learning.
E-Learning can be used to replace completely traditional education, but the combination of
face-to-face teaching with modern information and communication technologies is often
used in higher education (Maiorescu et al., 2016). According to Popovici and Mironov
(2015), e-Learning implementation covers several aspects like ITCs infrastructure, online
management systems, academic management systems, digital library and staff development.
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Research methodology
An exploratory research was conducted among the undergraduate and graduate students of
the Faculty of Business and Tourism from The Bucharest University of Economic Studies
with the purpose of identifying the respondents' opinion regarding e-Learning system.
The objectives of this research were as follows:
‐ Determining the correlations between the variables aimed to assess the importance of the
attributes of an e-Learning course;
‐ Identifying the relations between the variables aimed to assess the importance of the
attributes of an e-Learning platform;
‐ Establishing the correlation between variables related to efficiency reasons of e-Learning
system.
Associated with these objectives, our research has 3 hypotheses:
‐ H1: there is a strong correlation between the appreciation of the importance given by
respondents to electronic/online learning materials and support materials, as attributes of an
e-Learning course;
‐ H2: there is a strong correlation between the appreciation of the importance of the
possibility to support online tests and exams and the possibilities of uploading homework,
as attributes of an e-Learning platform;
‐ H3: there is an important correlation between encouraging access to electronic materials
and helping students to better prepare for courses, as a reason to consider e-Learning
effective.
The questionnaire was posted on website iSondaje.ro and was distributed as a link by e-mail
to the students. The survey ran between 15 December 2017 and 15 January 2018. The data
was entered and analysed using SPSS Statistics software package.
The sample consisted of 449 students who agreed to respond to the survey. 75.5% of the
participants was bachelor students, and the rest was master students.
Results and discussions
The questionnaire contains 4 matrix questions (Q8-Q11). For these questions, the statistical
reliability of scaling accuracy was achieved by using the Cronbach's Alpha coefficient and
Variance Analysis – ANOVA. Data from the Tables no. 1 summarize the situation of the
matrix questions. The value of the Cronbach's Alpha coefficient (over 0.7 for all four
questions) reveals the correctness of scaling. For all four questions were used Likert-type
scales, from 1 - not important to 5 - extremely important for the first two questions, while
for the last 2 questions, the scale ranged from 1 - total disagreement to 5 - total agreement.
Table no. 1. Reliability Statistics
Question
Cronbach's
N of
Alpha
Items
8
.767
8
9
.859
9
10
.753
6
11
.802
6
The Variance Analysis (ANOVA) for matrix questions (Table no. 2) indicates that there are
no significant differences between respondents in the sample, but only between the answers
given to the items within each question. In the latter case, the F test values are significant
(Sig value .000) for all questions. Thus, the first question contains 8 items and its overall
average of 3.83 indicates a great importance given by the respondents to the 8 attributes of
the courses in the e-learning system, namely: online syllabus, teaching materials (lecture
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notes and presentations), supporting materials (e.g., demonstrations, videos and simulations,
links to relevant websites), tutorial supporting, regularity of contact with the teacher, access
to library resources, cost of enrolling on the course and reputation of the university offering
the course.
Table no. 2. Variance Analysis (ANOVA) for matrix questions

Between People
Within
Between
People
Items
Residual
Total
Total
Grand Mean = 3.83

Between People
Within
Between
People
Items
Residual
Total
Total
Grand Mean = 3.92

Between People
Within
Between
People
Items
Residual
Total
Total
Grand Mean = 3.91

Between People
Within
Between
People
Items
Residual
Total
Total
Grand Mean = 3.21

ANOVA Q8
Sum of
Squares
df
1061.272
448

Mean Square
2.369

274.288

7

39.184

1728.212
2002.500
3063.772

3136
3143
3591

.551
.637
.853

ANOVA Q9
Sum of
Squares
df
1375.009
448

Mean Square
3.069

231.153

8

28.894

1550.181
1781.333
3156.342

3584
3592
4040

.433
.496
.781

ANOVA Q10
Sum of
Squares
df
709.761
448

Mean Square
1.584

74.918

5

14.984

877.749
952.667
1662.428

2240
2245
2693

.392
.424
.617

ANOVA Q11
Sum of
Squares
df
1388.475
448

Mean Square
3.099

88.951

5

17.790

1374.549
1463.500
2851.975

2240
2245
2693

.614
.652
1.059

F

Sig

71.1
03

.00
0

F

Sig

66.8
03

.00
0

F

Sig

38.2
38

.00
0

F

Sig

28.9
91

.00
0

The second question contains 9 items, respectively: good-looking graphical user interface,
ease of navigation, user interaction features (e.g. chat, forums, etc.), features allowing
students to upload their homework, features allowing students perform tests and exams,
adequate help and documentation about the system, personalised entry ages with relevant
information for the student, Internet-wide access (i.e. not limited to a local network) and
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mobile-optimised access. The overall average of this question (3.92) indicates the great
importance given by the persons in the sample to the attributes of an e-Learning platform.
The third question contains 6 items, and its overall average was 3.91. It can be argued that
interviewees agree that e-Learning is an effective way of learning for the following reasons:
increases opportunities for collaboration and interactivity, provides flexibility to learners in
terms of their study needs, helps students to prepare well for class sessions, encourages
access to more related electronic course material, increases the study workload for students
and attracts people that do not participate in conventional learning.
The fourth question contains 6 items and obtained the average of 3.21, which is the smallest
value in the matrix group. However, the value indicates a relative agreement of the
interviewed subjects about the reasons that make the e-Learning platform ineffective,
respectively: cost of computer equipment and internet connection, lack of real time feedback
to questions and assignments, classroom environments helps students to learn more, needs
perfect computer and Internet skills, more expensive that traditional education and lack of
knowledge about e-Learning etc.
To better highlight the relationships between the matrix questions, we used the calculation
of the bivariate correlations, aspects revealed by the correlation tables.
Among all the elements related to the attributes of an e-Learning course there are direct
correlations to the significance threshold of 1%. (Table no. 3). Most of them are of medium
intensity, but there are some more powerful. For example, the correlation between
appreciating the importance of learning materials and support materials (r = 0.461, at a 1%
significance threshold) can be highlighted. Thus, it can be argued that respondents who
consider that learning materials are important have the same appreciation for e-Learning
support materials, thus confirming the first hypothesis (H1). Also, a stronger correlation
occurs between support tutorials and support materials (r = 0.517, at a significance threshold
of 1%).
Table no. 3. Correlations between the attributes of an e-Learning course
Items Q8
Online syllabus
Teaching materials (lecture
notes and presentations)
Supporting materials (e.g.,
demonstrations, videos and
simulations, links to relevant
websites)
Tutorial supporting

Values for the correlation coefficient
1
.342
**

1

.258

.461
**

1

.289

.346

.517
**

1

.182

.316

.230

.341
**

1

.242

.277

.302

.322

.407
**

1

Cost of enrolling on the
.205
.221
.243
**
**
**
course
Reputation of the University
.272
.165
.202
**
**
**
offering the course
**. Correlation is significant at the 0.01 level (2-tailed).

.294

.183

.330
**

1

.280

.283

.352

.370

Regularity of contact with the
teacher
Access to library resources

**

**

**

**

**

**

**

**

**

**

**

**

**

**

**

**

1

Among the items relating to the attributes of an e-Learning platform (Table no. 4) there are
direct correlations, rather strong at a significance threshold of 1%. The high correlation
exists between the characteristics that allow students to carry out tests and exams and those
that allow them to load their homework (r = 0.610, at a 1% significance threshold) thus
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confirming the second hypothesis (H2). This link illustrates the desire of the students to not
be constrained by a deadline or a fixed date for making and presenting themes or for taking
exams. In this way, it is possible to organize the activities at their own pace. Another strong
correlation occurs between access to e-Learning platform optimized for mobile devices and
access to the Internet (r = 0.571 at a 1% significance threshold). Responses reflect the
willingness of respondents to have easy access to the e-Learning platform, regardless of
location and device.
Table no. 4. Correlations between the attributes of an e-Learning platform
Items Q9
Values for the correlation coefficient
Goodlooking
1
graphical
user interface
Ease of
.542*
1
*
navigation
User
interaction
.395*
.407*
features (e.g.
1
*
*
chat, forums,
etc.)
Features
allowing
.426*
.424*
.512*
students to
1
*
*
*
upload their
homework
Features
allowing
.357*
.372*
.447*
.610*
students
1
*
*
*
*
perform tests
and exam
Adequate
help and
.339*
.367*
.425*
.468*
.486*
documentatio
1
*
*
*
*
*
n about the
system
Personalised
entry pages
with relevant
.293*
.334*
.388*
.384*
.428*
.541*
1
*
*
*
*
*
*
information
for the
student
Internet-wide
access (i.e.
.314*
.318*
.393*
.366*
.426*
.439*
.420*
not limited to
*
*
*
*
*
*
*
a local
network)
Mobile.319*
.338*
.297*
.341*
.367*
.361*
.354*
optimised
*
*
*
*
*
*
*
access
**. Correlation is significant at the 0.01 level (2-tailed).

1

.571*
*

1
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Among the reasons leading to the effectiveness of e-Learning there are direct correlations,
of relatively medium intensity, at a significance threshold of 1% (Table no. 5). The strongest
link is between encouraging access to more course-related electronic materials and helping
students to better train course sessions (r = 0.496, at a 1% significance threshold), thus
confirming the third hypothesis (H3). In this way, students' preference for the electronic
materials needed for preparation is revealed, these materials being easier and faster to
access. A rather strong link is also manifested between increasing students' learning
volumes and increasing opportunities for collaboration and interactivity (r = 0.445, at a
significance threshold of 1%). In this regard, students are willing to take some of the time
needed for learning in detrimental of participation in teaching hours classic performed (with
campus presence), maintaining collaboration and interactivity with teachers and colleagues
in the virtual environment.
Table no. 5. Correlations between the reasons for the efficiency of e-Learning
Items Q10
Values for the correlation coefficient
Increases opportunities for
1
collaboration and interactivity
Provides flexibility to learners in
.313**
1
terms of their study needs
Helps students to prepare well for
.357*
.387**
1
*
class sessions
Encourages access to more
.420*
.496*
.320**
1
*
*
related electronic course material
Increases the study workload for
.289*
.418*
.406*
1
.445**
*
*
*
students
Attracts people that do not
.319*
.265*
.319*
.27
.173**
1
participate in conventional
*
*
*
2**
learning
**. Correlation is significant at the 0.01 level (2-tailed).

The reasons for ineffectiveness of e-Learning are directly correlated, with an average
intensity, to a 1% significance threshold (Table no. 6). There are also items between which
appear strong correlations. The strongest link is between the lack of knowledge about eLearning and the higher cost of this system than the traditional one (r = 0.580, at a
significance threshold of 1%). In fact, there is no data to support the fact that the e-Learning
system is more expensive than the traditional one, but the situation is inverse. A strong link
is between the higher cost of e-Learning than the traditional one and the need for high
computer and Internet skills (r = 0.578, at a 1% significance threshold). Nor that assessment
is not supported by reality, since most e-Learning platforms are user-friendly, requiring no
advanced knowledge of computer skills or Internet.
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Table no. 6. Correlations between the reasons for the ineffectiveness of e-Learning
Values for the correlation
Items Q11
coefficient
Cost of computer equipment and internet
1
connection
Lack of real time feedback to questions and
.35
1
assignments
2**
Classroom environments helps students to
.24
.35
1
learn more
7**
0**
Needs perfect computer and Internet skills
.28
.32
.52
1
**
**
4
4**
0
More expensive that traditional education
.29
.34
.53
.57
1
2**
0**
9**
8**
Lack of knowledge about e-learning, course
.36
.27
.44
.51
.58
1
choice etc.
3**
4**
5**
7**
0**
**. Correlation is significant at the 0.01 level (2-tailed).

Conclusions
The findings of our research indicate that e-Learning is considered effective in higher
education. Also, the results confirm that undergraduate and graduate students of
Business Administration programs have a good knowledge about the elements that define
this way of learning and give a great importance to attributes of courses and e-Learning
platforms.
The most important limitation of this research is that the sample included only students and
master students from the Faculty of Business and Tourism - Bucharest University of
Economic Studies. Thus, the sample could be extended to include students and graduates
from other faculties and other universities in our country in order to provide a better
understanding of their perceptions regarding e-Learning.
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Abstract
Quantities of electrical and electronic waste, on a global scale, are growing rapidly. This
waste contains materials that can be recovered as secondary raw materials as well as
hazardous materials and substances that can become dangerous to environment. In this
context, managing electronic waste (or e-waste) is one of the most important problems
worldwide.
In this context, our approach takes into account the applicability of the circular economy
principles in the lifecycle stages of the electronic products, from manufacturing and delivery
to end-of-life and their transformation into waste, in terms of the involvement of key
industry stakeholder, consumers, authorities and civil society. This paper highlights the
main aspects on how waste should be properly managed at the end of the useful life of the
electrical and electronic equipment through recycling and revaluation, reducing as much as
possible harmful effects on the environment. Also, this paper presents a brief analysis of the
statistical data related to the level of collection and recycling of e-waste in the European
Union, in general, and in Romania, in particular. The data indicates that only a small
proportion of electronic waste is recycled and recovered.
Keywords
electronic waste (e-waste), electrical and electronic equipment (EEE), circular economy,
recycling, environment.
JEL Classification
L63, Q53, Q57.

Introduction
Electronic waste or e-Waste is a term used to describe almost all types of electrical and
electronic equipment (EEE) (namely, any household or business item with circuitry or
electrical components with power or battery supply) that has entered or could enter the
waste stream, with reference to all components, subassemblies and consumables which form
an integral part of the product when it becomes waste (European Parliament and Council of
the European Union, 2012). The partial recyclability of these products, due to their material
composition, has led to the development of the recycling and re-use techniques, with
particular relevance to waste management, but also to the recovery of embedded valuable
materials (Gaidajis, Angelakoglou and Aktsoglou, 2010). As a result, the e-waste disposal
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issue has attracted the interest of politicians, non-governmental and business organizations
and the scientific community.
In such a context, this paper highlights the various sources of e-waste (WEEE – waste of
electrical and electronic equipment), management strategies for e-waste and disposal
methods, but also presents a brief analysis of the ecological measures for the treatment of
EEE and the results obtained from their application in Europe, in general, and in our
country, in particular (Özmen et al, 2017).
1. E-Waste Management Approaches
Detailed and comprehensive analysis and evaluation of waste generation and treatment
form the basis of designing and assessing policy instruments for the circular economy
(Tisserant et al., 2017). Pearce and Turner (1990), researchers who first used the term
circular economy, show that, traditionally, the economy did not pursue recycling and treated
the environment as a reservoir of waste. But things have to change, and the planet must be
seen as a closed economic system, where the links between the economy and the
environment are not linear, for a win-win relationship between the two, proposing a closedloop of the materials in the economy (Su et al., 2013). Thus, a new approach is also needed
for electrical and electronic equipment, both to extend their lifetime through repairing,
reusing, refurbishing, recycling and remanufacturing and to reduce the negative
environmental impacts when these products reach the end of their life and there is a need for
proper waste management, especially since the consistent emergence of new "intelligent"
models, functions and technologies over the last 20 years causes the rapid obsolescence and
their lifetime has been substantially reduced (Kiddee, Naidu and Wong, 2013).
Electrical appliances are manufactured from a wide range of materials, including precious
metals (such as gold and platinum), toxic heavy metals, metallic integrated circuits, mixed
plastics, flame retardants and glass. The danger associated with EEE consists mainly of
chemical elements containing heavy metals (Hg, Cd, Pb), toxic gases (freon) or nonbiodegradable materials (plastic, glass, metals) with serious environmental and health
effects if they are not collected separately and recycled according to the standards. The ideal
case is when e-waste or their components are reused. Heavy metals - lead, cadmium,
mercury and arsenic - as well as flame retardants can cause environmental contamination by
leakage from landfills into watercourses. By recycling, this type of contamination can be
avoided, and useful resources can be preserved, as up to 95% of the materials can be
recovered for reuse.
A hierarchical waste management system (such as the system proposed by European Union
through Directive 2002/96/EC) is based, first of all, on preventing and minimizing waste at
source as much as possible. However, if this first option is not applicable, waste must be
directly reused (spare parts and components are removed from devices and, with some
modifications, are used to produce other), recycled (components and ingredients are
collected and sent to manufacturing companies producing similar components) or
reprocessed (in a form that turns it into a secondary source of "raw materials"). When
recycling (material recovery) is not possible, at least the energy incorporated in the waste
should be recovered for use as "alternative energy". When waste cannot be processed
through any of the above options, the solution remains the controlled disposal. The main
disposal methods are (Patil and Sharma, 2015): land filling (this method is suitable for a
small quantity of electronic waste (for local and small users), when e-waste is stored and
covered with other household/domestic waste and soil) and incineration (electronic waste is
burned in controlled environment, but gases or toxic emissions are released into the
atmosphere).
The globalized market for end-user electronics offers both challenges and opportunities
related to circular economy. There are opportunities for producers, distributors, consumers
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and authorities to work together for a greater sustainability, but this can be a considerable
challenge.
From the manufacturers’ perspective, there is a high potential in designing modular
products (as is the case of the Dutch company Fairphone, which launched in 2013 the first
modular mobile phone), that can facilitate easier component exchange and can be more
easily repaired and recycled; encouraging reuse, shared use, leasing systems; collection,
dismantling and safe recycling of products containing critical materials (such as rare earths
in electronic devices) (European Environment Agency, 2014). Major industry companies
have integrated the principles of circular economy into their work. For example, Dell is
collaborating with various organizations to enable consumers to recycle e-waste free of
charge in 78 countries, has release the first computer made with plastic recycled from old
electronics (OptiPlex 3030 All-in-One), use annually more than 4 tons of recycled materials
from their own products (Dell, 2016); Hewlett-Packard (HP), through its HP Planet
Partners program, facilitates the recycling of its products (especially printer cartridges) in
all countries where the organization is present, and through its HP Managed Print Services
program supports the shift from the sale of printers to printing service and leasing (HP,
2016); Philips designs products that allow multiple life cycles with minimal value, quality
and energy loss, encourages material recovery and reuse, and through Refurbished Systems
business unit, the company refurbishes, improves and resells products (especially medical
devices) at attractive prices (Philips, 2014).
However, not only electronics manufacturers have to follow these directions in approaching
the circular economy. For example, waste management can not be carried out as an
exclusive task of collective producer organizations, but involves both central and local
authorities. To this end, there must be a coherent legal framework, public door-to-door
collecting services must function well, integrated with appropriate facilities (such as
municipal collection centers where private households will hand over e-waste free of
charge), while information and education of the civil society must be also done with the
involvement of state institutions and organizations.
Also, the economic operators who are directly involved in the collection, treatment,
recycling, recovery and elimination of electrical and electronic equipment waste have the
obligation to identify and to include categories and codes of e- waste according to the norms
in force for selective collecting.
To the same extent, consumers need to be well informed and educated regarding the
problems of e-waste, because precisely through in-depth knowledge, we educate ourselves
and others (by the power of example) to create a clean, healthy and efficient living
environment for a better future.
2. E-Waste in Europe and Romania. Comparative perspective
For the European Union, the field of e-waste is a priority, requiring all member states to
integrate and implement specific measures based on the developed directives.
According to “The Global E-waste Monitor 2017 Executive Summary”, in Europe, at the
level of 2016, the e-waste generation reached 12.3Mt, which meant approximately 16.6 kg
on average per citizen (Baldé et al., 2017). The highest quantity in Europe was registered by
Germany, whose inhabitants generated 1.9 Mt in the year under analysis, closely followed
by Great Britain, which generated 1.6 Mt and by Russia which reached 1.4 Mt. At the same
time, the highest quantity of e-waste per inhabitant in Europe is generated by Norway, 28.5
kg per inhabitant, followed closely with 24.9 kg per inhabitant by both Great Britain and
Denmark. In terms of the e-waste management practices, the most advanced ones at the
international level are those applied by Europe, more precisely the Northern Europe:
Switzerland, Norway, and Sweden. In their case, the collection rate reaches 49%, thus
occupying the first position in the world.
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Recycling rate of e-waste for the period 2011-2015 is presented in the figure no. 1.

Fig. no. 1. Recycling rate of e-waste (%) in 2011-2015
Source: Eurostat, 2015

Although Bulgaria appears to have a high collection rate, the reality is quite different.
Actually, the volume put on the market is underestimated, and this will lead to a decline in
2016 due to changes in the national legislation. For Romania, for 2015 there is no statistical
data available (on Eurostat). However, in 2014, our country is situated as having a recycling
e-waste rate between 11.5% and 26.5%, therefore at the lowest rate, according to the map
below (figure no. 2).

Fig. no. 2. Recycling rate of e-waste
Source: Eurostat, 2015

In 2014, Electrical and electronic equipment (EEE) put on the market, by category in
Romania is presented in the figure no. 3. The first three positions are occupied by large
household appliances (60,9%), consumer equipement (10,6%) and IT&C (9,6%).
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Fig. no. 3. Electrical and electronic equipment (EEE) put on the market, by category in
Romania, in 2014 (%)
Source: Eurostat, 2015

The amounts of domestic e-waste generated are being grouped around six e-waste categories
(Baldé et al., 2017): small IT; temperature exchange equipment; screens, monitors and
lamps; large equipment; small equipment; telecommunications equipment. Each product of
the six e-Waste categories has a different lifetime profile, which means that each category
has different waste quantities, economic values, as well as potential environmental and
health impacts, if recycled inappropriately. Consequently, the collection and logistical
processes and recycling technology differ for each category, in the same way as the
consumers’ attitudes when disposing of the electrical and electronic equipment also vary
(Balde at al., 2017).
According to “The Global E-waste Monitor 2017 Executive Summary”, the domestic ewaste generated in 2016 (kg/inh) in Romania was of 11.6 kg per inhabitant, meanwhile the
domestic e-waste generated in 2016 (kt) was of 229 kt (Baldé et al., 2017).
Although progress has been made and the WEEE system has been adapted to EU legislative
changes, as much as possible, the quantities of WEEE collected are far from the EU target
of collecting 4 kg per capita (under Directive 2002/96/EC) despite the efforts of public
authorities and responsible operators.
Table no. 1 shows the e-waste collected in Romania, between 2011-2014 (for 2015 there is
no data yet).

Table no. 1. WEEE collected in Romania, between 2011-2014
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WASTE (in tones)
Automatic dispensers
Consumer equipment and photovoltaic
panels
Consumer equipment
Photovoltaic panels
Electrical and electronic tools
IT and telecommunications equipment
Large household appliances
Lighting equipment
Gas discharge lamps
Medical devices
Monitoring and control instruments
Small household appliances
Toys, leisure and sports equipment
Total Waste

2012
57
3.514

2013
150
4.672

2014
65
3.513

2015
:
:

:
:
692
4.976
11.399
511
266
58
687
864
60
23.083

:
:
703
4.886
20.316
409
428
28
506
977
90
33.165

:
:
815
4.803
20.465
542
598
34
236
1.021
66
32.159

:
:
:
:
:
:
:
:
:
:
:
:

Source: Eurostat, 2015

Figure no. 4 shows the amount of WEEE collected by Romania in kg per inhabitant for the
years 2008 and 2014. It can thus be observed the separate collection of Romania in 2008
and in 2014, as well as the progress made between these periods.

Figure no. 4: E-waste collected in Romania in 2008 and 2014 (kg per inhabitant)
Source: Eurostat, 2015

Thus, if in 2008, the total collected waste electrical and electronic equipment (WEEE), in
Romania was of 1,1kg per inhabitant, in 2014, total collected WEEE was 1,6 kg per
inhabitant. However, in spite of this progress, Romania still ranked the last place in 2014
among EU Member States, the first rank being occupied by Sweden with14.7 kg per
inhabitant.
The poor results recorded by Romania are mainly the effect of the lack of implementation of
a municipal waste selective collection system at source and the very low awareness among
population about the beneficial effects of selective collecting system.
The most important change in the waste recycling market for electrical and electronic
equipment in Romania was the transposition of Directive 2012/19/EC into national
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legislation through Emergency Ordinance no. 5/2015 (Government of Romania, 2015)
which establishes extended producer responsibility, implying an environmental policy
approach whereby a manufacturer's liability for his product is extended to the postconsumption stage of the product's life cycle. The desired ecological measures in the EEE
process are represented by methods such as: dismantling waste and neutralizing hazardous
substances; dismantling and reuse of components; dismantling and recycling of materials;
incineration in order to obtain energy; removal of remaining non-hazardous substances.
However, in the current situation, without the involvement of local authorities to take over
electronic waste from the population, the practice is particularly difficult because, in the
absence of bonuses, buy-backs or coupons, the population does not deliver free of charge
the old refrigerator or washing machine.
The lack of infrastructure is another critical factor limiting the collection of WEEE. The
Romanian management system needs improvements to meet the European Directives
requirements. Apart from the fact that key actors should be educated to promote an ecofriendly e-waste approach, it is also important to have a well-established system for
collecting e-waste, namely a collection system that has to be easy to use by consumers and
must provide the comfort that can stimulate them to properly dispose of old electrical and
electronic equipment.
Also, in the absence of the National and Regional Waste Management Plans, the
achievement of the recycling target for 2020 (from January 2016, the annual collection and
recycling target for WEEE of 4 kg per capita has been replaced by a 40% rate and will
gradually increase to 65% in 2020) will most likely be delayed, and steps are needed to
accelerate compliance efforts on the ground. Our country has requested and obtained special
national exemptions from the collection rates imposed by the European directives due to the
lack of necessary infrastructure and the low level of consumption of electrical and electronic
equipment.Nevertheless. these ambitious collection targets must be based on data on the
amount of WEEE generated, but must also take into account the different product lifecycles,
the income of the population, the lack of selective collection services and the actual
availability of waste in the market to be collected.
Conclusions
To create an efficient management system for waste, some major elements are needed,
namely: collection infrastructure, recycling, industry involvement in support recycling
activities, awareness and eventual incentive for users to delivery of such products and,
finally, creation of monitoring and reporting systems. The implementation of an efficient
waste management system varies from one state to another or, in some cases, from one
community to another, being influenced by a number of factors such as political will, the
legislative and economic system, as well as differences in culture and social consciousness.
As it can be seen, there are major variations in the collected WEEE amounts in the
European Union, reflecting important differences in WEEE consumption levels but also
various levels of performance as far as the waste collection schemes are concerned.
In spite of its progress, Romania continues to rank the last place in terms of WEEE kg per
inhabitant, as well as in other similar aspects. Achieving high recycling performance is not
possible without a concerted approach by all actors involved: central authorities responsible
for implementing and implementing legislation, local authorities in charge of setting up
municipal collection centers, sanitation operators, collective organizations, companies that
accept to assume the environmental obligations, but also the active participation of civil
society. We need to be aware that the implementation of the selective collection system at
source and the disposal of landfill of municipal waste should start immediately, otherwise it
will be impossible to achieve the assumed objectives. It is time for each of us to understand
the determinant role in the recycling chain and to respect our obligations as citizens and
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protect the environment by responsible waste disposal without waiting for incentives for
what should be a normal behavior.
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Abstract
In the past, the process of communication within business organizations and especially
outside of them was a laborious process in which information grew harder for those to
whom it was addressed. Nowadays, due to the emergence of social media, this process
cannot be controlled just as easily. Even if the organization's management is the one who
decides the general communication policies within the business organization, anyone, that is
employee, consumer or just influencer, can now participate in the communication process of
the organization and promote its activities, products or services. A company should analyze
such an opportunity, infinitely superior to other means of communication, as this is directly
responsible for the influence of the customer’s opinion and their economic education.
One aspect that can influence how an organization reacts to market requirements and what
kind of products and services it maintains or develops in the future is how consumers
perceive, evaluate and relate to existing products and services, and express their needs for
new ones, and the social media allows a better analysis of these issues and at the same time
allows consumers to organize and defend their rights more easily against suppliers of
products and services. Meanwhile, the organizations, pressured by their customers and other
factors of influence that activate in the online or offline world, have become more
responsible for the social values they promote in the society. Social media is one of the tools
that serve the organizations advertise such values and actions.
To identify whether the use of social media vs traditional media in business organizations is
perceived we conduct a research on the students from the bachelor's and master's programs
within the Academy of Studies.
Keywords
Influencer, social media, communication process, consumer behavior
JEL Classification
D91, M10, M37

Introduction
Consumers use products and services for a reason. Some satisfy very basic physiological
needs, such as thirst or hunger, while others satisfy more complex psychological needs such
as self-fulfillment. At the most basic level, the forces that drive people to buy and consume
products are usually easy to identify. However, even the choice of staple foods can still be
tied to deep-rooted beliefs as appropriate or desirable. Consider the consumers who choose
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to buy only organic food. They are often driven by beliefs about health, the environment and
food safety. In some instances, these beliefs emotionally trigger responses that lead to a
deep commitment to certain relevant products. The theories of motivation, perception and
attitude help us understand why consumers like these are doing the things they do.
Motivation refers to the state of inner arousal that causes people to behave the way they do.
It occurs when there is a need within the consumers that they need to meet. (Noel, H., 2009)
Needs may be the direct consequence of the environment in which an individual lives, of his
social class, but his preferences are more of an inner self or the influence of external factors
such as family, friends, or even publicity. Instead, preferences can only be determined by
direct observation and research based on self-declared behavior. Many factors can influence
motivation, including personal relevance, perceived risks, and personal values of the
consumer. (Aamir) The results of high motivation are goal-relevant behavior, elaborate
information processing and high participation
After a consumer has an item to buy, then he uses it in several ways. This could mean that
the offer is consumed in one use, or it could be consumed over time. The use could also
influence the behavior of others. If a product works well, then consumers can encourage
others to accept it through positive reviews. On the other hand, dissatisfied consumers can
complain and encourage the behavior of not buying a product to boycott the entire product
line of a business. Lastly, consumer behavior involves what happens after a product has
been used.
1. Identification of potential influencers
The most valuable consumers for the success of a social media campaign are those who are
part of the "hard core," those people who manage to influence the buying behavior of others.
These are those people who through their opinions can easily convince others that their
opinion is the right one. Such people are very valuable to organizations, they can become
promoters of the organization.
The duty of those responsible for studying and evaluating user behavior and building their
profile is to identify these people and bring them closer to the organization and engage them
in promotional activities.
A starting point in the process of identifying these people is that they belong to certain
associations, non-governmental organizations, non-profit organizations, knowing that
membership of such groups can demonstrate communication skills and good organizers.
Another category of people who can be promoters and people of influence for organizations
is those who are active on blogs, produce and post audio and video.
2. Communication strategies in the social media
2.1 Determining the audience
In general, strategy involves all levels of an organization, while tactics are specific actions
needed to implement a strategy.(Sweeney, S.,Randall, C., 2011)
Lon Safco and David Brake (2009)believe that the four pillars on which a successful
communication strategy is based in the social media are consumer communication,
consumer collaboration, consumer education, and consumer entertainment. On the basis of
these, organizations can build a strategy to successfully promote their products and services,
to better know their target audience to determine their needs and expectations and to identify
new product development directions and services offered.
A first step in developing a successful strategy is for organizations to determine what they
want to communicate to the public and which audience they want to address, and once they
are established, the message must be as direct and attractive as possible to reach better
target. At the same time, the transmitted message must not give the impression of a protocol
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message, but it must be friendly and perhaps even friendly, so that the recipient of the
message feels that he is talking to someone who listens to his wishes and takes his opinion.
When the message and the audience are addressed, it should be noted that there are five
types of behavior in relation to the message.
These are (Laine, M. O.J.,Frahwirth, C., 2010):
 Active
 Commentator
 Viral
 Passive
 Regardless
As we said for the strategy chosen to be successful, organizations need to define clearly
what they want to communicate, how it is in the relationship with the consumer and the
competition. It is also necessary to form a "hard core" of clients and potential customers
around which to form a strong consumer community with which to promote themselves, on
the basis of which they can determine the needs of consumers, to be able to evaluate
products and services offered, and thus on the basis of all the information obtained, to set
their models for development strategies. This group of clients could be the most valuable
assets in the future promotion campaign, they are the influencer for all the other type of
costumer.
Once the message, the main information to be transmitted, and the target audience, the
consumer group around which the communication strategy will develop, the organization
will launch a series of ideas based on and around which it will develop its communication
strategy. These ideas will form the basis for the formation of the future community around
which the organization will develop its communication strategy.
In order to achieve the desired results, we need to take into account some basic rules needed
to create and manage an online community. As I said above, the success of a
communication strategy in the online environment is about the existence and size of the
community formed around the campaign initiated by the business organization. Within each
community, those who will become key elements in the further development of the
communication process need to be identified.
3. Influencing the target audience
Social media can be used in all moments of the existence of a brand or product. The
applications and tools provided enable an organization to use social media platforms both at
the moment of awareness, i.e. the launch of a product, service or organization, as well as in
the sales and after-sales process. All information and messages are launched in order to
reach the widest possible audience and also to attract as many people as possible to the
group of potential loyal customers.
Any organization has some accumulated experience that it can pass on to potential
customers. This experience can come both from the product or service process and from the
time the product or service is already on the market. Based on this experience, the
organization can build a consumer education strategy and can consist, for example, in
building blogs or forums, or by broadcasting video or photo material to showcase their
accumulated experience and thus to make potential customers aware of their existence and
the qualities of the products and services offered, or to teach them how to use them more
effectively.
Some studies show that many communication strategies built on social media platforms fail
because they are built and focus on the needs of the organization rather than on the
consumers, so there must be a balance when building the message to be transmitted between
the values of the organization and consumer expectations, but the emphasis should be placed
on what the recipients of the message are waiting for.
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The social media offers a multitude of platforms, and millions of communities, each
generating huge amounts of information. In such a world, where information can come from
any environment and is subsequently taken over and multiplied in the social media, it is
extremely difficult to become visible and then impose. Thus, as I have already said, the
information that an organization transmits must be in the same relevant but also attractive
type. It should also be noted that the size of the community it constitutes is not important,
but the link formed within that community. A small group, but well-established
relationships can be a stronger promoter of the values of an organization than a large group
but that is not as well welded and as active. Even if there are a large number of people in the
community around the organization, it is likely that many of its members have not been
active for a long time.
Another disadvantage of large groups is that within the group there may be factions that
may be disputes, which at some point may be a problem, can generate conflicts that harm
the organization. That is why we need to know how we maintain a balance between having
control over the community and an influence in our favor.
4. Efficiency and benefits of using the social media in relation to the traditional
media
We wanted to identify whether the use of social media in business organizations is
perceived as a more effective promotion tool than other types of instruments used by the
traditional media.
In order to achieve all the research objectives and to verify all the established assumptions,
we used an exploratory research conducted online through a structured questionnaire posted
on a free platform and its main purpose was to clarify and better understand the coordinates
of the issues involved. The researched collectivity was predominantly that of the students
from the bachelor's and master's programs within the Academy of Studies.
In order to achieve a major impact, and for the success of campaigns conducted through
social media channels of communication, it would be necessary to take into account the
benefits of using the social media in relation to the traditional media. The same benefits
must be borne in mind by other actors in the economic environment.

Fig. no. 1. The advantages of using the social media in relation with the traditional
media
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For this I wanted to find out what is the perception of those who work in business
organizations over these advantages, the results being presented in Figure 1.
The biggest advantage of using the tools offered by the social media compared to the
traditional media is, in the respondents' opinion, the closeness to the clients (46,46%).
Similarly, customer relationships are appreciated (45, 67%).
Approaching customers aims to attract them, awareness of the fact that the organization
exists and offers quality products and services comparable to other products and services on
the market, leads to a closer relationship with them and their loyalty, and consolidation the
relationship with customers is a natural consequence of the first action, leading to a longlasting relationship with them, and at the same time constituting a group of clients who in
turn can attract new clients. By consolidating their relationship and turning them into loyal
customers, they can become part of the tough core of consumers of the services and
products they offer. Through them, the organization can attract new customers and, at the
same time, it can be based on attacks or compromising information from competitors.
Another advantage of the social media in relation to traditional media is the creation of a
community of customers, a communicative community that uses the products and services
offered by the organization through which it can obtain reactions about the products and
services offered. From among such communities, a loyal customer group can be formed,
which ultimately forms the group of clients that can strengthen the link within the group, the
hard core, and will react promptly if negative reactions to products and services
organization. This advantage is perceived as such by 30.71% of the survey respondents,
which is a fairly good percentage. Consequently, both responses can be considered as social
media benefits compared to traditional media and so have been perceived by respondents to
our research.
The percentage of those who have chosen this option as an advantage is the least of the
benefits offered by social media tools that are available to any business organization to
promote themselves and to be in a continuous relationship with their own clients. Such a
result can be explained by the fact that this process may seem to be a consequence of the
other two advantages presented above, so it is not perceived as a distinct advantage but as a
consequence of other advantages.
As we have shown above, a consequence of the first two advantages is customer loyalty.
Loyalty is also perceived by respondents to my research as a fairly important advantage.
This is seen as an advantage by 37% of them.
If the right platform is chosen, the results of the action may exceed expectations, and may
lead to the expansion of the market on which the organization operates. This is not very well
understood by respondents in my research. They consider in a rather small percentage, only
18.11% that the use of social media can lead to the internationalization of the brand.
The much faster feedback of messages sent to consumers is also viewed as an advantage by
28.35% of respondents. A timely and timely feedback can be a strategic asset in terms of
more and more fierce competition, and the market has become globalized, allowing anyone
to be present on a particular market, with fewer barriers.
Although, at first glance, correct feedback can only come from communities already
established around the organization's activity, this is not a mandatory condition. There may
be reactions from where we expect less, and perhaps for this reason the number of people
who see quick feedback as an asset is lower than those who consider loyalty, customer
relationship consolidation, or the establishment of stable customer communities.
The decrease in spending is considered an advantage only by 14.17% of the respondents,
which is a rather small percentage. This result can be considered as surprising, especially
since it comes from young people who use the social media very much. From our point of
view, respondents to my research do not believe that promotion through the social media
does not lead to cost savings for business organizations can be corroborated with the answer
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to the question of perception of concepts that characterize the social media. Respondents
associate social media with entertainment rather than education, so they regard social media
as a place where they spend their free time.
A first aspect related to the image of the organization is that of brand image consolidation.
38.58% of respondents believing that social media presence is an asset for organizations.
This is a very good percentage, placing this advantage among the most important benefits
offered by the social media, just getting closer to customers and strengthening the customer
relationship with a higher percentage, which for the business environment shows the image
of the company remains an important aspect. This percentage also demonstrates that
business representatives are aware that through the social media the image of a company can
be improved, and that both positive and negative news are transmitted very quickly through
the social media, which can greatly influence the image of companies in the eyes of
consumers.
Conclusions
Social media is not only important in terms of promoting the products and services of a
business organization, but also from the point of view of the image of the organization in the
eyes of consumers. That is why in the list of advantages from which respondents of the
questionnaire can be found advantages that refer to this aspect.
The social media, through the tools and applications it provides, offers a wealth of
possibilities through which the image and existence of a business organization can reach
consumers' minds and thus make them aware that a particular organization exists on the
market. It may be that Romanian companies do not perceive the potential offered by the
social media for consumer awareness, the fact that a single post about them on social
networks or a video on video sharing sites can lead to a reaction on the part of those I'm
following that post, talking about it, and finally awareness of the existence of that
organization for consumers.
Strengthen brand image and brand awareness among consumers can be done more
efficiently with the help of a PR agency or even with the help of the company's dedicated
department. However, through the platforms and instruments provided by the social media
and through the effective use of influence, these actions can be done even by organizations
that cannot have PR personnel, which is why among the social media advantages we can
mention the fact that the social media offer effective PR tools.
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Abstract
The GM of an SME from South Eastern Europe stakes on flexibility and balance in
management styles. This helps his business not only overcome the financial crisis and the
turn in consumer behaviour based on new technological advances but also keeps his staff
loyal. Starting from the current literature on management and leadership, the paper presents
a case study of a stationary and office supply distribution company, aiming to test whether
in the context of a good performing company, there is only one management style in use,
regardless of the circumstances. Based on quantitative data, the study subsequently verifies
if a company should rather focus on leadership, or if both leadership and management skills
are equally important for executive performance.
Keywords
Leadership, Management, Leadership Styles, Task-orientation, Person-orientation, Case
study, SME
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Introduction
Today’s changing contexts and evolving phenomena trigger us to look further into the topic
of management and leadership functions, as well as leadership styles.
It is well known that eminent executives empower people to be dynamic and proactive in
performing daily tasks. When the management lacks the quality of leadership styles,
organizational performance may be negatively affected (Ali, et al., 2015).
This paper examines literature related to leadership styles. The literature on this subject
provides us with relevant information, which could be summed up in the following two
observations:
First of all, representatives of the topic specific literature claim that there is not only one
effective leadership style, which should be applied regardless of the situation and context of
an organization: “simply put, when it comes to filling a leadership position, it pays to find
someone who has the flexible repertoire of four or more styles that marks the most
outstanding leadership” (Goleman, 2002).
Secondly, weather we talk about transactional and transformational leadership, about
Mc’Gregor’s XY theory or Lewin, Lippitt and White’s autocratic, democratic and laissezfair leadership styles, these classifications reflect in the end either a central task- or people-
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orientation (Taucean, et al., 2016). Consequently, both dimensions can be associated with
the classical management respectively leadership function.
A frequently asked question and a recently occurring debate is how leadership differentiates
itself from management and to what extent management or leadership skills are profitable
for the company’s performance (Liphadzi, et al., 2017).
When talking about effective organizations, leadership has become a vital topic of
contention. While leadership skills have a strong positive outlook on business performance,
classical management tends to be associated with a less efficient and effective function (De
Hoogh, et al., 2015).
Starting from these assumptions, our goal is two-folded. Our first aim is to test on the basis
of quantitative data whether in the context of a good performing company, there is only one
management style used, regardless of the circumstances -situation, person etc.- (H1).
Based on the results, we secondly aim to identify if a company should rather focus on
leadership, or if both leadership and management skills are equally important for executive
performance (H2).
Anticipating trends and patterns in this field is of most importance for the future of
organizations. Besides, it can be considered an open invitation for further research in this
domain, which emerges with the increased importance of behavioural economics.
Methodology
In order to achieve the research objectives, we have used mixed methods of research,
involving a series of sequential and competing research strategies. Quantitative and
qualitative research methodologies are considered to be complementary and nonsubstitutable.
The main methods used to collect the information for this study involved literature and
professional publications reviews, observation, informal meetings – individual meetings and
within working groups, unstructured interviews and a questionnaire-based survey.
Processing, analysis and interpretation of data was performed by synthesizing the
information, processing it using tools such as Excel, interpretation of results followed by the
quantitative, qualitative and comparative analysis.
Complementary to the extensive research aiming to identify the most relevant scientific
references dealing with the subject, we have performed research on an individual case study
to validate the formulated hypotheses and to develop new theoretical content – we observed,
analysed, interviewed and questioned the employees of a SME from SEE. The advantage of
the case study method is that it is performed in close collaboration with practitioners,
relying on real-life management situations. Case studies are therefore the ideal methodology
for creating relevant new knowledge (Gibbert, Ruigrok, & Wicki, 2008).
Based on the information identified in the specialised literature, we conducted a
questionnaire-based research with the company’s general manager and 22 employees (out of
33). We counterchecked the findings from the questionnaires by discussing it within an
unstructured interview with the company’s GM.
Survey description
In developing questionnaires, we used 36 statements with Likert scale responses (where the
respondent notes the extent to which the statement matches). Relevant for the study are both
person- and task-oriented statements, overall 36. There are 9 task- respectively peopleoriented ones, whereby a control question corresponds to each statement. The following
table shows some examples of questions asked in the conducted survey:
There are 5 answer options for each question: Does not correspond at all (0), corresponds a
little (1), corresponds moderately (2), corresponds a lot (3), corresponds exactly (4).
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The control questions check whether the answers are valid. If a statement does not match its
control question, it will not be relevant and will therefore no longer be considered.
Respondents usually tent to agree with survey questions. In order to avoid this, some of the
statements have been rephrased - mostly by using negations-. An assessment scheme was
used to check the correlation of the questions with the control ones.
Table no. 1 Selection of Survey Questions
Control statements

Task-orientation
1.
2.
3.
4.

The company’s General Manager…
Only intervenes when a situation becomes
critical
Monitors everything in order to prevent the
group from making mistakes
Sees dealing with multiple tasks at the same
time as appropriate and easy
Evaluates according to the results obtained,
attaching less importance to one's effort

1.
2.
3.
4.

The company’s General Manager…
Takes action before things go wrong
Feels the need to control everything to make sure
the team is doing things right
Believes that tasks have to be dealt with step by
step in order to get the best results
Shows satisfaction only when high performance
follows, regardless of my efforts
Control statements

Person-orientation
1.
2.
3.
4.

The company’s General Manager…
Takes time to better understand the personality
of the employees
Focuses on opportunities, pays less to no
attention to difficulties
Uses his power to help group members make
progress, develop
Publicly appreciates group performance through
praise and recognition

1.
2.
3.
4.

The company’s General Manager…
Does little in order to get to know employees
better
Does not recognize windows of opportunities
because he feels overwhelmed by the problems he
is facing
Uses his position to help me work out my
strengths
Does not value the work of employees in front on
the whole team often enough

Source: Author’s own research

The answers to each question - both from the side of the employees and the General
Manager himself- are grouped (task- and person-orientation related) in an Excel sheet.
First, there is one group of questions analysed, then the other. Processing takes place
horizontally, meaning that the questions will be worked on successively (table no. 2). We
divided the sums obtained per question (column 1) by the number of valid answers left
(column 2) and calculated the sum of the values obtained (column 3). This sum has been
then divided by 9 and we got the final results (column 4).
This process will be repeated for both employee- and self-assessment.
The questionnaire was applied 2017.
Literature review
Management vs leadership
Professor John Kottler (1990) emphasized in the early 1990 the main differences between
leadership and management behaviour. He strongly argues that management tasks comprise
establishing security and order, while leadership has the purpose of promoting both change
and fluidity within organizations.
Summing up the comprehensive literature about leadership and management –but focusing
rather on recent research-, leaders are the one's constantly challenging the status quo. Their
leading role of human influencers (Răducan & Răducan, 2014) invites them to set directions
for the members of the organization, being considered the driving force to creating and
achieving visions and missions (Liphadzi, et al., 2017).
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While leaders influence, inspire, encourage and guide people, "harnessing their efforts
jointly" (Liphadzi, et al., 2017), management implies "leading a project from its inception to
its execution” (Liphadzi, et al., 2017). Managers develop detailed plans, are responsible for
creating and administrating adequate and sufficient organizational structures to ensure
effectiveness and efficiency of organizational work (Liphadzi, et al., 2017).
In short, management deals with administration of both the organization's structure and its
activities and people (Răducan & Răducan, 2014).
In analogy with how the management guru P. Drucker expressed effectiveness and
efficiency, managers are the ones "doing things right", while leaders "do the right things".
We have indeed delimitated these functions properly, but does one work without another?
Leadership styles and their impact on organizational performance
The term "style" refers to a preferred way of managing people to link different operations,
activities and functions together (Pei-Li Yu, 2016).
According to De Hoogh, et al (2015) study and several other studies in this field, leadership
styles and corporate performance are in significant relationship to each other.
During the working process, subordinates actually come into contact with styles of their
executives, which rely on certain leadership types.
As a result of the different criteria used by particular authors or the variety of
interpretations, the literature presents a wide variety of leadership styles categories. We have
extracted one classification, which we considered the most accurate and appropriate for our
research.
Leadership styles by Lewin, Lippitt and White
Modern research in leadership theory can trace its roots back to a study undertaken in the
1930s by Kurt Lewin - among the founding fathers of social psychology - and his colleagues
Ronald Lippitt and R. White (Lewin, et al., 1939).
A simple, classic management model sets all executives on a scale from authoritarian
through democratic to laissez-faire. Most executives show characteristics that place them in
one of the three following groups (Fleming, 2000):
The authoritarian style is characterized by the centralization of directional power and
decision-making in a single, dominant supervisor of a group. The decision-making process
is therefore one-sided, without taking into account the opinions or interests of the majority
of the group members (Sousa & Rocha, 2018). The objectives setting process, the means to
carry out these objectives, the distribution of tasks and the criteria for work evaluation are
carried out exclusively by the supervisor, without considering the rest of the team (Frunză,
2014).
Because of the hierarchy order, namely the power distance in the organization, there is a
"vertical" communication taking place (Yu, et al., 2016). Praise and criticism are not based
on objective arguments, but rather on individualized, personal criteria. Consequently,
frustration will occur among the members of the group, which will lead to a nervous
environment, which will ultimately trigger resistance and reduce efficiency (Sousa &
Rocha, 2018).
Within a democratic organisation the whole group gets involved in goal setting processes
(Fleming, 2000, p. 16). Not only that, but all decisions involving the group are analysed and
discussed with the members until the best solution is found. Furthermore, in order to get a
clear picture of the requirements of each activity, each step and sequence is being
communicated to the members. So that the activities are in line with the needs of those who
perform them, both parties mutually agree upon task distribution (Frunză, 2014).
Democratic executives assess work according to very clear criteria known to all group
members, communication between them and team members happens both "vertically" and
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"horizontally" and they are considered equal partners, who do not impose their opinions but
recommend alternative ways to solve a problem (Pei-Li Yu, 2016). While praise and
criticism take place in a constructive, pertinent way, there is an overall relaxing atmosphere
in the group as conflicts do not usually last (Frunză, 2014). Because of the constant support
and encouragement, members become motivated, have high job satisfaction and
productivity (Sousa & Rocha, 2018).
According to Bass (1997), the main feature of this laissez-faire leadership style is to
minimize the interference of supervisors on the group as much as possible, meaning that
group members have total freedom of choice. A laissez-faire executive is not an active
group participant, but rather an observer. If necessary though, he provides information or
expresses his opinion when asked. He procures the materials needed for certain activity but
it is up to the members how they use them, it is their responsibility to share tasks and plan
activities (Sandhåland , et al., 2017). Communication in the group is therefore mostly
horizontal (Frunză, 2014).
This style can lead to high job satisfaction because it promotes intrapreneurship, but
confusion and misunderstandings often arise, especially if team members do not necessary
possess a great variety of knowledge, skills, or motivation to work efficiently (Sousa &
Rocha, 2018).
The leadership research by Lewin, Lippitt and White (1939) defines leadership styles
according to which extent executives deal with people-related (laissez-faire, democratic) or
work-related (autocratic) issues when doing their job.
Based on that, later research (Likert, Tannenbaum, McGregor and ultimately the popular
framework of Blake and Mouton) extended this idea of leadership styles classified in terms
of employee- or production/task-orientation (Taucean, et al., 2016).
Today, weather we talk about traditional management vs. leadership, about transformational
and transactional leadership or any kind of style classification, extreme leadership behaviour
can be explained by two key dimensions: employee/people- and production/taskorientation.
Employee-centred executives engage and motivates their subordinates in making decisions,
considering their personal development, interests and needs, whereas production-oriented
leaders focus on tasks and are rather result-oriented, which implies setting clear objectives,
finding effective and efficient ways to accomplish them and organizing abilities (Taucean,
et al., 2016).
Consequently, our research is guided by a figure, which best illustrates leadership styles
characterized by the two representative dimensions, as depicted in Fig. no. 1.
Findings-Case Study
Our study relies on a company with 100% Romanian private capital and 22 years of
experience in importing and distributing office supplies, stationery, IT consumables, media,
printing, advertising and hygiene products, cleaning and safety equipment and toys. With its
33 employees, it is one of the leading companies in the local market and also well-known on
regional and national level. The company works B2B and B2C.
22 respondents answered the questionnaire (without the self-evaluation), meaning 66, 67%
of the company's employees took part in the survey. With this response rate, the results are
considered relevant and valid. It should be noted that out of 33 employees, six were on leave
at that time, therefore an evaluation from their part would not have been anonymous.
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Table no. 2 Data Processing
General Manager

Source: Author’s own research

Even with all the necessary precautions taken, fact is that some response tendencies and
dishonest false answers occur. Such situations can be misleading for researchers, reason
why we introduced the control questions in the survey.
As can be seen in Table no 2, the control questions actually helped to exclude dishonest
answers from the survey. The red boxes represent those questions that were ultimately no
longer considered, as they do not conform to the validation scheme. The number of
invalidated questions is at first glance unexpectedly high (63 for the task-oriented questions,
40 for the people-centred). But going deeper into the subject, we found that this situation is
common (Morrel-Samuels, 2002).
With regard to the perceptual differences per question, the average employee response to
each question was compared to the self-rating responses. Perceptual differences have been
analysed when high differences emerged. Differences >1 point are considered high.
Differences <= 1 are considered acceptable. Looking at the results, one can notice that most
values are confirmed. High differences appeared in 3 out of the 18 items. The following
statements denote high differences in perception – all of them with regard to the task
orientation: ST1 (The GM requires the group members to complete a task in a certain
amount of time), ST2 (When performing a task, the GM ensures that every detail is taken
into account), ST3 (The GM fights for his ideas, opinions and attitudes, in spite of and
against others if necessary). As a result of a subsequent discussion of the outcomes with the
GM within an unstructured interview, he estimates that the difference appeared either due to
certain communication issues, the fact that some items relate exclusively to his own activityemployees being therefore not able to express themselves on this particular issues- or
misunderstandings regarding different, personal interpretations of the same statement.
Looking at the individual evaluations of the employees, one notices a wide spread of the
answers ranging from 0 or 1 to 4 for the same statement. This occurs for every item under
discussion, excluding statement 4 and 6 (person orientation). From this, one can conclude
that the subjects have no universal behaviour. This indicates that the General Manager
adapts to particular situations that he does not tend to retain a type of behaviour under all
circumstances, no matter what types of persons he interacts with. The Results of the
performed survey are depicted in the subsequent figure.
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Fig. no. 1 Leadership styles
Source: Author’s own illustration based on Popescu, G. & Vidu, A., 2005. Identificarea Stilurilor de
Management

Looking at the final score graph (Fig.no. 1), the task orientation has a value of 2.89 in terms
of self-score and 2.14 in the emplyee’s score. On the relationship orientation axis, also on a
scale of 0-4, the self-assessment score is 2.78, with the 22 employees rating 2.69. It can be
seen from this that in the perception of the employees, the general manager of the company
is more relationship-oriented than task-oriented, so that in this case the dominant
management style would be laissez-faire. Leadership research conducted by the Ohio
School and University of Michigan officials has shown that the consideration of human
relationships and cooperation has positive effects at different levels (for example,
productivity, satisfaction, group collaboration, etc.) (Zlate, 2004, p.250).
The self-assessment results reveal a more authoritarian approach, but it is insignificant
because the difference between the two values is too small in this case. The authoritarian
style of leadership therefore cannot be considered a dominant style in this case.
Given that all values lie between 2 and 3, the GM practices in a moderate democratic
leadership style. One can conclude that there is a balance in terms of the management style.
The best evidence supporting balance is the company's ability to survive for 23 years,
despite all external challenges, the financial crisis and falling demand for stationery and
office supplies (the company's main products) are considered two of the biggest challenges
the company has had to deal with. Nevertheless, this great challenges have been overcome,
which is a sign of great adaptability. Besides, the longevity of the company can be
considered as a consequence of a good communication within the company (plain
organizational chart).
Further important factors that contribute to the company’s longevity are:
• The length of service of the employees
29% of employees have been working in the company for less than 5 years, 44% between 5
and 10 years, 15% between 10 and 15 and 12% have been working for more than 15 years.
• The low employee turnover rate
The turnover rate is very low, so that in the last 7 years only 4 people from all four branches
left the company. Out of these four, a single person was fired for disloyalty reasons to the
company. It is important to mention the fact that no dismissals have taken place due to poor
performance.
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Conclusions
The studies carried out within the practical study have enabled the identification of the
leadership style of the General Manager of a SME from SEE, using an efficient tool. The
results obtained provide information that is confirmed not only by the current situation of
the company, but also by its past. A management style is efficient if the proportion of its
positive effects is high, if it is adjusted to the team and if its long-term exercise is associated
with significant positive results.
The balanced nature of the GM's management style is proven by the fact that all the values
obtained within the evaluation lie between 2 and 3. The GM under question is a good
manager who also exposes a balanced mix of transactional and transformational leadership.
Flexibility is of utmost importance for successful management, in the ideal case a manager
adapts his management style according to the circumstances. The analysed case confirms
this, although executives often confine themselves to a single style, regardless of the
situation.
Our research indicates that managers who get the best results do not rely on a single
management style because there is no universally valid one. One of the main conclusions of
our investigation is that the validity of a style cannot be determined from a general list of
advantages and disadvantages. Conclusions can be drawn according to contextual situations.
Despite general association of the authoritarian (task-oriented) management with something
bad and ineffective - because there is a tendency to look at the two classical styles
(authoritarian and democratic) by comparison one to another – the practice does not confirm
the superiority of ether one of them. To achieve good results, a balance between the two
orientations (tasks and relationships) is necessary.
Therefore, both manager and leader skills are essential for the organizational performance.
Our research, both theoretical and practical, has enabled us, inter alia, to establish a clear
correlation between management and the management style and the performance and
development of the organisation so far.
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Abstract
The concept of tourism consumption has constantly evolved over the past decades by adding
a series of attributes. The choice of destination originally started from a series of rational
criteria and added emotional elements (image and perception, brand and trust). The purpose
of this paper is to highlight the consumption behavior of the Romanian tourist when
traveling abroad, by identifying the way of reserving the tourism services and the criteria for
choosing the holiday destination. The results of the research show that the price is the main
criterion for choosing the destination (average 4.27 and standard deviation 0.888), followed
by destination security (average 4.25) and its accessibility (mean 4.23). Even though most
Romanians prefer centrally located hotel units (average 3.39), when it comes to choosing
their food units, they mostly focus on units frequented by locals (average 3.77). At the same
time, during the holiday, the Roman tourist visits the main attraction points of the
destination, being less interested in the secondary attractions. The results of the study
outline the image of a calculated and informed tourist who tries to maximize the results (a
higher tourist experience) while maintaining the travel budget at an optimum level.
Keywords
Tourism consumption, tourism behavior, tourism services, decision making process.
JEL Classification
O13, Q56, L8

Introduction
In the scientific literature (Cohena et al., 2014) there are a variety of studies and articles
dealing with aspects regarding consumer behavior of tourists. The first mentions on this
issue occurred during the 1980s and 1990s, but the subject was consolidated in the decades
after 2000, thus settling definitions, structures, characteristics and strategies tailored to
tourism and tourism marketing.
Although tourists can be categorized and segmented, it should not be forgotten that both the
decision-making process and the attitudes and perceptions of tourism activity and its
components are influenced by the individual characteristics of the tourists. Thus (Ajzen &
Fishbein, 2000), attitudes largely depend on the perception of individuals, the latter being a
mental image of destinations, accommodation, food or entertainment. Another important
element of the tourism consumption behavior through the decision-making process is the
motivation, addressed both by the internal and external factors of the tourists. Last but not
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least, the image of the destination is given by a set of perceptions, impressions and ideas that
tourists have in relation to tourist products and potential destinations.
This article aims at presenting specific aspects related to the tourism consumption behavior
of the Romanians, with special focus on the main elements of the touristic package, but also
the decision making process regarding: choice of destination, means of transportation,
accommodation units, catering, but also entertainment. The results of a questionnaire-based
research highlight some of the main characteristics of the tourism consumer behavior of
Romanians.
Literature review
The tourism consumption behavior (Boukas, 2014), through the decision making process in
tourism, manifests itself on the model of the structure of the classic decision-making
process, as follows: the emergence and assimilation of the need to travel, the increase of the
level of involvement in solving the need, the search and the recognition of existing options,
the assessment of alternatives to satisfy the assimilated need, the decision to purchase the
services or the tourist packages, their purchase and the post-acquisition behavior.
Tourism consumption behavior (Cohena et al., 2014) includes a number of key concepts that
are closely related to the decision-making process of purchasing a tourist service or visiting
a particular destination. These include: decision-making, motivational factors, intrinsic
characteristics such as perceptions, expectations and attitudes, but also trust and sense of
loyalty towards a particular destination, activity, economic unit or service.
The classic decision-making model (Cohen & Avieli, 2015) advocates a causal relationship,
from drawing up attitudes, to manifesting intent, to implementing a certain tourism
consumption behavior. Thus, the decision-making process is considered to be one marked
by rational and conscious elements. The main criticism of this model, and more precisely its
adaptation to the tourist field, is that the decisions taken by tourists are much more complex
than the classic model, given the multitude of micro-decisions that a tourist has to take (with
regards to the choice of the destination, the accommodation unit, the way of organizing the
meals, the entertainment, etc.); these decisions are made before and during the holiday, the
latter being strongly influenced by a wide variety of situational factors. Thus, (Kivela &
Crotts, 2006), alternatives are proposed to the classic decision-making model, namely the
"set of options", which de facto represents a model focused more on results and less on the
process.
The structure of the decision-making process for tourism activities includes the following
elements (Maoz, 2006): the motivational force that produces the desire to visit a particular
destination or to purchase a tourist product (the motors of tourism demand), the ideas and
images formed in the mind of the tourist , on the basis of the knowledge acquired previously
or at the time of this decision, about a particular destination (the effects of tourism demand),
the roles in the decision-making process of family members or friends who are involved in
the aforementioned process (determinants of tourism demand).
An important factor influencing the behavior of tourism consumption (Packer & Sutherland,
2011) is the image, and for its formation four distinct steps are traced. In the first stage, the
image is heavily influenced by elements external to the tourist, among others: promotional
actions, information available in the media and the Internet, the experiences of
acquaintances. In the second stage, at the time of the decision to purchase a service or
package to a particular destination, the image is interiorized, modified, adapted and
assimilated by the tourist, according to individual characteristics and perceptions. In the
third stage, during the holiday, the image undergoes new changes, in the direction of
correcting some aspects and adding new elements. In the fourth and final phase, the postvacation image affects and pervades the way of shaping future images, thus influencing the
subsequent decision-making process and, implicitly, the tourism consumption behavior.
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Another element of influence of the tourism consumption behavior is represented by the
motivations of the choices made, which are in turn influenced by the tourist consumption
values. In a broad sense, they guide a series of decisions about adopting a certain behavior,
emotions, attitudes, etc. Tourism consumption values (Wang & Quan, 2004) tend to be more
stable over time, with a more pronounced influence on attitudes or perceptions. Studies
conducted so far have attempted to demonstrate a direct causal relationship between external
values (related to the objective itself) and behavioral intentions. The criticism of these
theories is related to the apparent forcing of this correlation, which may not be recognized
by the tourist at a conscious level.
The correlation between motivations and other constitutive elements of tourism
consumption behavior is carried out in studies on the influence of expectations and attitudes,
emotions and perceptions in the decision making process.
Other aspects that characterize the tourist and influence his/her decision and consumer
behavior include (Ajzen & Fishbein, 2000): personality, self awareness, expectations,
satisfaction, and loyalty to a particular brand/destination.
There is a consensus among researchers about how expectations (Baker & Crompton, 2000)
are built, namely through past experience, through individual or non-individual
communication, and by tracking non-personal communication sources, individual traits,
such as the gender or nationality stereotype, attitudes and ways of motivation.
Recent studies (Cohena et al., 2014) on attitudes call into question their degree of stability in
terms of situational factors; this way, the theories of predictive power of behavior, which
focus mainly on certain attitudinal characteristics, which together with subjectivized norms,
lead to a comparable behavioral intention, are questioned.
Knowing all of these elements in detail (Yeong et al, 2009) gives decision-makers and
stakeholders involved in tourism the necessary information to adapt to the requirements of
demand, but also to improve the services offered and thus the chances to lead a successful
business. This information includes, among other things, consumer needs and motivations,
the degree and direction of impact of the different promotional strategies, as well as the
perceived risk of customers regarding the tourist destinations and tourist activities
undertaken.
Methodology
In order to identify the main elements characterizing the tourism consumption behavior of
the Romanians, a quantitative research was carried out in February 22-24, 2018, at the
Romanian Tourism Fair. The target audience was formed by the visitors of the Fair, the
interviewers selecting the people who agreed to respond without any other criterion of
differentiation. Altogether, 251 questionnaires were completed, out of which 242 were
valid. The variables used were: - the way of reserving tourism services, the responses
regarded organized tourism and individual tourism, - the importance of the main criteria for
choosing the holiday destination (destination security, diversity of entertainment
alternatives, value of cultural objectives, price, destination gastronomy, diversity of
accommodation units, accessibility of destination), - frequency of use of means of transport
during the holiday journey, - preference for souvenirs, appreciation of their own tourist
experience.
Results and discussion
From the point of view of age distribution, most of the respondents (26%) fall in the 35-44
age category, followed closely by those in the 25-34 years category (21.1%), the two
cumulating almost half of all respondents. Of the total, 55% are women and 45% are men.
Most (22.7%) receive revenues between 1500 and 1999 lei followed by 19.4%, who
indicated incomes between 2000 and 2499 lei. 32% are married with children and 19.8%
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have declared themselves "in a relationship". Regarding the level of education, most of them
have university studies (54.5%). As regards the status on the labor market, most of them
occupy executive positions (41.3%), out of which 24.8% are employed in the private sector
and 16.5% are employed by the state.
The main findings of the research are presented below.
With regards to the way of reserving tourism services, the answers are distributed relatively
balanced, a significant part of the respondents (57.5%) prefer the tourism organized by the
travel agency and 42.1% prefer to travel on their own account and implicitly the own
configuration of the package of accommodation and dining services. For those who choose
to purchase through travel agencies, the 57.5 percent are almost uniformly distributed,
29.2% choose the package with the included meal compared to 28.3% who prefer only the
purchase accommodation services.
The choice of holiday destinations is influenced by a number of factors, the first three places
being occupied by the price (average of 4.27 out of 5 the maximum of preference),
destination security (average of 4.25) and accessibility (average of 4.23). The other criteria
obtained the following averages: the diversity of entertainment alternatives - 4.07, the value
of cultural attractions - 3.99, the gastronomy of the destination - 3.73 and the diversity of
accommodation units - 3.69. Also, 49% of respondents considered the price as very
important, the standard deviation being of 0.888. An important score was obtained also by
the criterion of accessibility, 47% considering it as very important, with a standard deviation
of 0.904.

Fig. no. 1. Criteria in choosing a destination
Source: own data

Regarding the means of transport used on holiday (see fig. Nr. 2), the highest average was
recorded by the air transport (3.24 out of 5 the maximum of preference) followed by the car
(average 3.02), coach (average 2.81), train (average 2.58) and means of public transport at
destination (average 2.57). A significant score was recorded by aircrafts, with 22% of
respondents indicating that they always use it and 26.4% frequently. At the opposite end,
19.4% say they never use public transport at their destination.
Preferred accommodation facilities in holiday destinations are hotels located in city centers
(average 3.39), 13.2% of respondents claiming to always use them. Accommodation in other
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units in peripheral areas recorded the lowest average (3.05), 8.7% indicating that they never
use them.
For food services, specialized units in the areas frequented mainly by locals (average 3,77)
are preferred, and from the point of view of the uniformity of responses they record the
lowest value of the standard deviation (0,876), 18,6% of the respondents always using them
and 49.2% frequently.

Fig. no. 2. Means of transportation used on holiday
Source: own data

The most appreciated leisure facilities ( are those in the main tourist interest points (average
4.22) and, from the point of view of the uniformity of the answers, they have a low value of
the standard deviation (0.902), 44.6% of the respondents using he always and 40.9%
frequently.

Fig. no. 3. Leisure facilities
Source: own data
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From the category of small souvenirs (the question offered multiple answers), the most
purchased are magnets and bookmarks (65.3% of the respondents), small manufacturing
products (55%), local specific beverages (37.2% products of local gastronomy (32.6%)
followed by products of well-known international brands (14.5%) and 4.5% are not
interested in souvenirs.
On a scale of 1 (not related to tourism) to 10 (tourism specialists), most of the respondents
appreciated their own tourist experience with 8 (33.5%), 7 (20.7%) and 9 (18.6%),
indicating a satisfactory level of the indicator.
Conclusions
Over time, there have been many research concerns about tourism consumption behavior,
based on a growing number of trips. More recent studies highlight a series of elements
pertaining to the perception of tourists, the motivation of travel and the image of the tourist
destination, aiming at identifying the decisive factors in the decision making process, the
latter grouping into several defining categories: motivational force, ideas and images,
functions in decision-making.
The quantitative research carried out within the Romanian Tourism Fair on February 22-24,
2018 focused on the objectives pursued, identifying the specific elements of the
consumption behavior of the Romanian tourists, outlining some important aspects: balanced
distribution of the modalities of reserving tourist services between organized and selfdirected tourism, affirmation of price and security factors of destination as essential in the
decision to travel, increase of preferences for food units frequented by locals.
The research approach of the tourism consumption behavior presents both theoretical
importance, from the point of view of conceptual clarifications but above all practical,
providing tour operators with information regarding changes in the consumption of tourists,
which allows them to conceive tourism products adequate to the expectations of tourists.
However, the research area is more general and does not include approaches that are likely
to capture the investigation of the specific features of tourism services compared to other
categories of services. On the other hand, many of the qualitative aspects of tourism
consumption are not highlighted and these are the subject of future research, thus presenting
the providers with a wider tool to improve the tourists' experience while ensuring
satisfaction - a prerequisite for increasing competitiveness on a tourism market where
competition is steadily increasing.
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Abstract
Increasing the accessibility of tourism has led to an increase in the number of travels and
tourists. Along with this, there has also been a development of individual experience, with
tourists increasingly focusing on unique, individual experiences. Even the forms of mass
tourism attract individualization clues through a series of elements associated with the
components of the touristic package. These are best seen in the food and entertainment as
part of the traditional culture of a people. Local gastronomy can be seen as an element of
local cultural identity and as attraction and tourist experience element. The purpose of this
paper is to observe the connection between tourists’ experience and their views on local
gastronomy seen: as an element in destination differentiation, an element in making of a
memorable tourism experience and a decision-making factor in choosing a particular
destination.
The results of the questionnaire based survey revealed that tourists who have traveled more
consider that gastronomy can be an element of differentiation of destinations and contribute
to creating a memorable experience but it is not a defining element in choosing a certain
destination. In these conditions, gastronomy can be included in the category of elements that
favor the tourism development having a secondary role in the choice of the destination but a
main one in increasing the level of satisfaction of the tourist.
Keywords
Local gastronomy, gastronomy tourism, tourism destinations, unique tourism experience
JEL Classification
O13, Q56, L8

Introduction
The term "gastronomy" is, from the etymological point of view, made up of the terms of
Greek origin "gaster" and "nomas" (stomach and law). At present times, the term has a high
degree of multidisciplinarity, being closely correlated with biology, sociology, medicine,
history and culture in a broad meaning (Getz & Brown, 2006).
While the main role of gastronomy is to preserve the health of the human body by ensuring
the supply of nutrients, in the last few decades more emphasis has been placed on another
role, equally important, namely to create extra income from tourism.
The current trends in the tourism industry reveal, among others, a leap towards sustainable
forms of tourism exploitation of resources, a separation of tourist flows, the gradual

676

New Trends in Sustainable Business and Consumption

transition from mass tourism to the niche one, that is based on local cultural identity. Thus,
Kivela and Crotts (2006) point that the modern tourist is attracted by the local identity
element, and gastronomy is part of this framework, by offering local culinary products
prepared within the host communities using specific methods; all this complements the
authentic tourist experience that the modern tourist searches for in the places visited.
The paper aims to identify the main traits of how gastronomy is perceived by tourists, as an
intrincate element of the tourism package. As per the results of the quantitative research,
these highlight a series of perceptions that tourists have regarding the correlation of tourism
and the local gastronomy experience.
Literature review
Local cuisine includes not only food offered in host destinations, based on raw materials
from the region but also other culinary items such as cheeses or wines that are processed by
specific methods, thus becoming true emblems of local or zonal identity (Nummedal &
Hall, 2006).
The link between tourism and gastronomy is the subject of a substantial number of research.
According to Cohen and Avieli (2015), there are four directions of correlation between the
two terms: gastronomy viewed as an element of local culture, as a tourist attraction, as a
tourist product and as a tourist experience. Thus, local dishes have become attractive to
tourists, as gastronomy has been highlighted as an important part of the journey, through the
interest of the modern tourist for new experiences.
Gastronomy tourism, also known as culinary tourism, gastronomic tourism, gourmet
tourism, represents, according to UNWTO (2018), the search for unique and memorable
food and drink experiences in both close and remote destinations. However, gastronomy
tourism also includes a range of culinary events and activities, such as culinary festivals,
traditional restaurants, cooking and tasting processes, presentation sessions and tastings, etc.
An element underlying the development process of gastronomy tourism is represented by
the efforts of local communities to protect and perpetuate their culture and identity, the
specificity of their products, preparations and processes, thus ensuring a substantial increase
in the competitiveness of the destination (Hillel et al., 2013).
Tourists spend about one-third of the holiday budget on experimenting with local
gastronomy (Yeoung et al, 2009). According to the same survey, about 72% of international
tourists were interested and very interested in local cuisine, specific to the area visited, and
were also satisfied with the gastronomic experience.
According to Guzman et al. (2014), motivational factors for local consumption of local
dishes can be divided into four theoretical categories: physical motivation, cultural
motivation, interpersonal motivation and motivation regarding the personal status. In the
case of the first two categories, the titles are clear enough and have been widely debated in
the scientific literature, interpersonal motivation and individual status and prestige require
further details. Thus, Guzman et al. (2014) show that a rather strong motivational factor in
gastronomy tourism is given by the individual desire to meet new people, to spend time with
them but also with relatives and friends, in order to smoothen routine of daily interactions.
As far as the category of personal prestige factors is concerned, they are associated with the
desire to attract the attention of others, for personal and individual recognition. Thus, tasting
local dishes in an atmosphere typical of the destination they visit has the role of creating a
certain social status.
Mak et al. (2012) propose another method of mapping the factors that correlate tourism and
local gastronomic experience. Thus, there are five factors that have an impact on local
tourist consumption and the decision to choose a specific tourist destination: the cultural,
social and demographic influence, the characteristics of the individual personality regarding
the culinary preparations, the past experiences, but also the factors of motivational category.
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These categories are then grouped into four basic dimensions: symbolic, binding, contrast
and pleasure.
If on the theme of gastronomy links with aspects such as tourist experience, economic
benefits, improving living conditions for local communities, and so on, there are many
studies, not the same can be said about the field of identifying the motivational factors of a
culinary nature that lead tourists to choose a particular destination. Research on the weight
of these factors in the final decision is also unknown due to the number of scientific
researches carried out, their study being still very young.
Methodology
The quantitative research aimed at highlighting the link between tourism and gastronomy
took place on the occasion of the Romanian Tourism Fair on 22-24 February 2018, the
target audience being made up of fair visitors. They were questioned by operators according
to the participation agreement. The research included two sections, one on tourism
consumption behavior and the other on the place of gastronomy in the travel preferences of
Romanians. The number of questioned persons was 251, but only 242 valid questionnaires
were selected. The research variables are: preference for local gastronomy (restaurants of
internationally known chains, restaurants of local chains, local/family restaurants, upper
category restaurants, local markets), frequency of choice of different types of lunch and
dinner meals (classic restaurant, fast food restaurant, self-service restaurant, bakery / pastry
shop, restaurant with specialty, specialized restaurant, street-food caravan, grocery store),
habit of drinking local drinks during meals, appreciation of tourist experience, the way in
which local gastronomy is an element of differentiation of destinations, the extent to which
gastronomy is a criterion for choosing a destination, the contribution of gastronomy to
creating a memorable stay experience.
Results and discussion
Of the total respondents, 26% are in the age range of 35-44 years and 21.1% between 25-34
years. The gender structure shows 55% of women and 45% of men. Depending on the size
of the income obtained, most (22.7%) are in the range 1500-1999 lei and 19.4% declared
revenues in the range 2000-2499 lei. From the status point of view, 32% are married with
children and 19.8% are "in a relationship". Most have university studies (54.5%). Regarding
the status on the labor market, most of them have executive positions (41.3%), of which
24.8% are private sector workers and 16.5% are employed in the state.
The importance of local gastronomy is represented by the high share of tourist preferences.
Thus, 75.5% prefer local units, of which 39% are family restaurants and 36.6% are
restaurants that are known locally. 11.6% prefer restaurants from international chains, 6.6%
choose upper-class restaurants and 6.2% opt for local markets.
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Fig. no. 1. Preferences for different types of food units
Source: own data

Concerning the frequency of choosing the different types of food units for lunch, the highest
average was obtained by the classic restaurants (3,4 out of 5 the maximum of frequency)
followed by the specialized restaurants (2,98), the specialized restaurants (2,95), restaurants
with specific (2.56), fast food restaurants (2.36), grocery stores (2.25), street-food caravans
(2.21), bakeries/pastry shops (1.98). The best score was recorded by classic restaurants, 14%
of respondents always use it for lunch. On the opposite side, 40.9% of respondents say they
never choose bakeries and pastry shops for lunch.

Fig. no. 2. Preferences for different types of food units for lunch
Source: own data

Regarding the frequency of choice of different types of catering units for dinner (see fig. Nr.
1), the situation is relatively similar, the highest average was obtained also by the classic
restaurants (3,58 out of 5 the maximum of frequency) followed by the specialized
restaurants (2,98), the specific restaurants (2 , 96), self-service restaurants (2,33), fast food
restaurants (2,10), grocery stores (2,05), street-food caravans (1,95) . The best score was
also recorded by classic restaurants, 19% of respondents always use it for dinner. At the
other extreme, 51.2% of respondents say they never choose bakeries and pastry shops for
dinner.
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Fig. no. 3. Preferences for different types of food units for dinner
Source: own data

Another variable surveyed is the habit of drinking local beverages during meals, of which
the highest frequency is represented by local beverages consumed during dinner (133),
followed by local drinks at lunchtime (96). The lowest frequency was recorded for drinks
purchased from stores (42).
Visitors to the Fair were also questioned about how local gastronomy is an element of
destination differentiation. On a 5-step orderly scale (strong agreement, agreement, neutral,
strong disagreement and disagreement), the highest number of responses was the agreement
(41.3%) followed by neutral (31.8%), strong agreement (21.1%), disagreement (4.1%) and
strong disagreement (1.7%). Therefore, for the majority of respondents, gastronomy is an
element through which travel destinations can be distinguished on the tourist market.
However, gastronomy represents only a relative measure of the choice of a destination, the
answers being distributed on the same scale as: neutral (42,1%), agreement (27,3%),
disagreement (15,7 %), strong agreement (12.4%), strong disagreement (2.5%). However,
most people appreciate that gastronomy contributes to creating a memorable stay:
agreement (50%) and strong agreement (18.2%). Other results obtained for this question are:
neutral (26.4%), disagreement (3.3%) and strong disagreement (2.1%).

Fig. no. 4. The role of gastronomy in tourism
Source: own data
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Tourist experience was measured on a scale of 1 (not related to tourism) to 10 (tourism
specialists), most of the respondents appreciated their own tourist experience with 8
(33.5%), 7 (20.7%) and 9 (18.6%).
Conclusions
The transformations made in recent years on the tourism market and, in particular, the
intensification of efforts to assert local identity on the basis of sustainable development have
contributed to the promotion of gastronomy tourism as a distinct form of travel, which has
also led to an increase in concerns in the sphere of conceptual delimitation. The relationship
between tourism and gastronomy mainly aims at belonging to local culture, thus becoming
an important tourist attraction capable of generating significant travel experiences and is
strongly argued by the gastronomy site in the travel preferences of tourists at international
level. With regard to the impact that gastronomy tourism has on economic and social
development, many research studies demonstrate the benefits for local communities, both
economically-socially and culturally. However, the way gastronomy is a criterion for
choosing a holiday destination is less represented in the literature. The quantitative research
carried out at the Romanian Tourism Fair on 22-24 February 2018 had as its main objective
the identification of the place of gastronomy in the Romanian travel preferences. Although
local cuisine has been recognized as an important criterion for distinguishing tourist
destinations, contributing to the creation of a memorable travel experience, less than 30% of
respondents indicate it as a criterion for choosing a holiday destination, which requires the
intensification of the concerns of all "local actors" in the development and promotion of
culinary tourism products, thus enhancing the attractiveness of tourist destinations and, on
this basis, shaping gastronomy as an element of formation and orientation of tourist flows.
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Abstract
The tourism industry has always presented, for investors, tourists and the communities, a
series of benefits, of both economic and social status, by the great potential of creating
revenue and jobs. It is also experiencing a new, rapid rise, after the financial crisis, which
makes it an appealing and nonetheless challenging domain for investors. During the last
period new trends of tourism demand have emerged, with a special focus towards
sustainable forms of tourism, including ecotourism, understood as the tourism form
practiced in natural protected areas. At the same time the Millennials have gained a
significant amount of importance on the map of tourism demand, as characteristics such as
motivation towards practicing tourism in a more responsible way, innate curiosity and
extensive use of technology have made young tourists real life promoters of tourism.
The use of technology in branding a destination, through gamification, although represents a
quite recent trend, has a significant potential to become great selling points for ecotourism
destinations. The fact that studies on this topics are still very few represents the starting
point of the present research, which is aimed towards filling this gap.
The primary objective of the undergone research is to analyze the motivations of young
tourists to use gamification and technology, with a view towards developing ecotourism,
thus supporting the practice of responsible and sustainable tourism forms.
Keywords
Gamification, ecotourism, millennial tourists, technology in tourism
JEL Classification
O13, Q56, L8

Introduction
Dominguez et al. (2013) argued that the concept of gamification has gained ground in the
recent period, amid a substantial increase in the importance of technology among members
of modern society. This trend is especially visible among the young generation, also called
the Millennials generation or the Y generation. One of the multitude of studies (WYSE,
2016) on the young included in this category highlights some of their defining features,
significant for the tourism industry, among which:


*

Age, aged between 15 and 30,
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Their free time, which in many cases presents high levels,



The predilection for technology, the use of devices, applications and gadgets
is a must for them,



Traveling motivations, as in many cases young tourists enroll on the path of
sustainable tourism development, amid the drop in interest for mass tourism



The budget they have is higher, given that the vast majority of young tourists
are either in full ascension on the career ladder or have money from their
parents; it is projected that over the 2020 horizon, young tourists will spend $
400 billion, double the level achieved in 2009.

With the development of technology and its level of involvement in many aspects of modern
day life, gamification has also emerged (Gentes, Guyot-Mbodji & Demeure, 2010), viewed
as a process of inclusion, in an already existing structure of the web page or application, of a
game, the main purpose being to develop the feeling of the community, to educate, to create
involvement, but also to increase the feel of long-term loyalty. In this way, through
gamification, new levels of inter-relationship, communication, are either achieved or
diversified and amplified, since it operates on a system of motivation, competition, success
and gain.
The use of technology (Kim, Ritchie & Mccormick, 2012) to educate, motivate and create
new experiences proves to be particularly successful among young tourists, eager to relax
and also to learn. Thus, using gamification in the development of sustainable tourism forms
has many benefits, including for the evolution of ecotourism, broadly defined as the tourism
practiced in the protected areas.
This article is aiming to analyze the motivations of young tourists to engage in gamification
activities carried out in protected areas in Romania, with a view to developing ecotourism, a
form of sustainable tourism. The literature review highlights the importance of applying
gamification in the tourism practiced by young tourists and the quantitative research reveals
basic aspects regarding the motivations of Millennial tourists in this direction as well as the
advantages brought to the development of ecotourism in protected areas by using
technology through games.
Literature review
The concept of gamification (Celtek, 2010) appears on the background of a growing
popularity of technology and video games, of games played in the network, but also of those
based on the use of mobile phones in the form of applications that allow users to get new
experiences. Lack of security about what's next, winning or losing, getting competitive
scores, and the big dose of luck needed when an interactive game is involved, make gaming
and gamification extremely attractive, but on sometimes, very addictive.
The games (Bartoli, Elmi, Pascuzii & Smorti, 2018) that persuasively use technology are
those types of games that are primarily characterized by the transfer and gain of new
information by modifying the user's behavior, these features being the ones that differentiate
them from games aimed at the simple fun of those who play them. In this way, a series of
important user information is obtained, identifying behavioral patterns, offering new
experiences and improving both the level of knowledge and the quality of existing
experiences.
Defining the concept of gamification is not an easy task, as this term is in the early stages of
conceptualization and even conscious use for business purposes. A definition that is widely
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accepted in the scientific world (Deterding, Dixon, Khaled & Nacke, 2011) is that of
contextualizing games outside their home domain. This includes elements such as creating a
brand, involving the participants, and influencing user behavior patterns. Often the winning
and losing feature is eliminated, which is so infrequent in the classic games; this type of
game is quite often used in the field of tourism, where the main purpose is not to compete,
to gain something material, but to gain new experiences, knowledge, and also memories. As
a consequence, (Feifei, Buhalis & Weber, 2017), to the currently accepted definition of
gamification, there are also aspects concerning the differences from the usual games in
terms of the intended purpose; games played under the aegis of gamification are not based
on the motivation of gain but the motivation of pleasure, fun, enrichment of knowledge.
According to Boukas (2013), young tourists of the Millenials type are a special category of
tourists, in terms of their characteristics, including in terms of travel motivations and tourist
behavior. Promoters of new era type of sustainable tourism, young tourists are driven to
ecotourism destinations by intrinsic motivations for knowledge, new experiences they can
have, protecting the environment in a proactive way, helping host communities, and
relaxation. Thus, the main motivations of young tourists when choosing an ecotourism
destination are based on adventure, risk, and novelty, but also relaxation, fun and
opportunities to practice outdoor sporting activities.
The aforementioned issues come to reinforce the introduction of gamification in the
promotion of ecotourism destinations through games among the younger generation.
Tourists in this category (Yeong, Eves & Scarles, 2009) are characterized by curiosity, so
they will be attracted to the possibility of trying a new game, combining education with
pleasure, experimenting with the transgression between virtual and real. Another benefit of
gamification implementation in the development of ecotourism in protected areas is of a
social nature, as the games allow contact with members of the local community as well as
with other tourists.
In the case of gamification in tourism (Feifei, Buhalis & Weber, 2017), two categories of
objectives stand out. In the first category there are the aims related to motivating young
tourists to change their behavior, most often through education, new information and
pleasure, entertainment. In the second category there are the goals related to the co-creation
effect, leading to intrinsic motivation. This creates a win-win situation by getting benefits
for both young tourists and the destination, in this case the protected areas, by obtaining
important information that can later be used to develop tourist products, unique sellig points
for the destination in question.
The introduction of the gamification concept in the tourism industry helps to create new
experiences that are out of the ordinary for young tourists (Buffa, 2015), thus creating
emotional links with the ecotourism destination. The whole tourist experience turns into a
game with strong links to reality, often involving both fun and physical education and
movement.
A number of benefits (Kim, Ritchie & Mccormick, 2012) are highlighted by the
implementation of gamification in promoting the protected area destination. A first benefit
is to improve the ecotourism experience that young tourists have once they have reached
their destination. Secondly, a new level of loyalty to ecotourism is achieved by facilitating
interactions both at the interpersonal level and at the tourist-system level. The third benefit
of gamification implementation to develop ecotourism in protected areas is to form the
brand image of the destination; a game can be created with the aim of branding and
promoting the protected area among young tourists.
Designing clear gamification systems is a real challenge in terms of the elements that games
can rely on, because not every aspect of the tourist experience can be gamified.
Research methodology
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The aim of this paper is the analysis of young Romanian – students studying tourism –
tourists’ perceptions about gamification in ecotourism. Therefore, we conducted a research,
based on the following questions: What are the young Romanian - students studying tourism
– tourists’ motivations to discover the ecotourism attractions from protected areas by using
technology in tourism through games? What are their perceptions regarding the importance
of the advantages of gamification in ecotourism? Taking into consideration these research
questions which intend to explain the perceptions of young Romanian – students studying
tourism – tourists about the concept of gamification in ecotourism, the appropriate research
method is the survey, based on a self-completed questionnaire with 10 questions regarding
the following variables: respondents' motivations to explore the natural and anthropic
ecotourism potential of protected areas by using technology through games and their
perception toward the advantages of gamification in ecotourism. During the period JanuaryMarch 2018, a total of 163 questionnaires were downloaded from iSondaje.ro website and
completed by the students studying tourism from Bucharest University of Economic Studies
(BUES). Therefore, we esteemed this number of respondents as representative sample,
having in mind, that we intended to research the motivations and perceptions of Romanian
students who study tourism and the results of this sample can be used to draw conclusions
on the population. The SPSS software was used for data processing.

Research results
The survey results provide significant insights for future development of ecotourism in
protected areas by promotion of technology through games. Students motivations to explore
the natural and anthropic potential of protected areas through gamification imply methods to
valorise currently ecotourism in protected areas markets. However, as this study targeted a
limited number of individuals in a niche market, inferences based on the research results are,
to a certain degree, limited. The total number of respondents was 163, from which: 110
(67.5%) women, 56 (32.5%) men.
Table no. 1. Distribution indicators of young Romanian - students studying tourism –

tourists’ motivations to discover the ecotourism attractions from protected areas by
using technology in tourism through games
Motivations to discover the
N
Mean Median Mode Std.
ecotourism attractions from
Valid
Dev.
protected areas by using technology
in tourism through games
163
4.53
5.00
5
0.855
Curiosity
163
3.72
4.00
4
1.038
Social desire
Entertainment
163
4.24
5.00
5
.943
Feeling of membership
163
3.55
4.00
4
1.060
Desire for knowledge
163
4.44
5.00
5
.847
163
4.51
5.00
5
.898
Desire to discover new things
163
4.03
4.00
5
1.002
The challenge offered by the game
163
3.79
4.00
4
1.013
Incitement
163
4.14
4.00
5
.928
Pleasure
163
3.88
4.00
5
1.129
Personal Search
163
3.86
4.00
5
1.102
Escapade
163
4.23
5.00
5
.939
Adventure
Challenge
163
4.19
5.00
5
.984
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Exploring

163

4.39

5.00

5

.864

Source: created by authors

When it comes to appreciate the measure of the respondents' motivations to discover the
ecotourism attractions from protected areas (Table no.1), Curiosity reported the highest
mean – 4.53, followed by Discover new things – mean 4.51, Desire for knowledge - mean
4.44, Exploring - mean 4.39, Entertainment - mean 4.24, Adventure - mean 4.23, Challenge
- mean 4.19, Pleasure - mean 4.14, The challenge offerd by the game - mean 4.03, Personal
search - mean 3.88, Escapade - mean 3.86, Incitement - mean 3.79, Social desire - mean
3.72, Feeling of membership - mean 3.55. In respect with the consistency of answers, the
first rank was occupied by Desire for knowledge (standard deviation 0.847), meaning that,
generally, respondents assessed that this motivation deserve a (5) rating (very important). At
the other end there was Personal search (standard deviation 1.129), but taking into
consideration the mean of 3.88 and a median of 4.00, it means that respondents have a the
same perception regarding the measure of the importance of this motivation and evaluated it
at very important level (5). There was a great number of responses granting a high
importance' measure to all motivations (mode values were 5), less Social desire, Feeling of
membership and Incitement (mode values were 4).
Regarding the perceptions of young tourists on the advantages of gamification in ecotourism
in protected areas (tabel no.2) we report the following ranking: Generates an increase in the
degree of knowledge (brand awareness) of the touristic attractions - mean 4.17, followed by
Increases the degree of involvement in tourism activities - mean 4.05, Generates economic
benefits for tourism operators - mean 4.02, Leads to increased satisfaction of tourists - mean
3.98, Reduces the degradation of the touristic attractions - mean 3.41.
Table no. 2: Distribution indicators of young Romanian - students studying tourism –
tourists’ perceptions on the advantages’ importance of gamification in ecotourism in
protected areas
The advantages of using
technology in tourism through
games in protected areas:

N
Valid

Mean

Median

Mode

Std.
Dev.

Leads to increased satisfaction of
tourists
Generates economic benefits for
tourism operators
Generates an increase in the
degree of knowledge (brand
awareness) of the touristic
attractions
Reduces the degradation of the
touristic attractions
Increases the degree of
involvement in tourism activities

163

3.98

4.00

4

.860

163

4.02

4.00

4

.769

163

4.17

4.00

4

.835

163

3.41

3.00

4

1.120

163

4.05

4.00

4

.890

Source: created by authors

To the advantage of using technology in tourism through games in protected area which
leads to increased satisfaction of tourists, respondents granted a high score in terms of
importance, in this case the median being higher than the mean. We also report that athter
the analysis of homogeneity of responses, on one hand the advantage that Generates
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economic benefits for tourism operators is on first place with a standard deviation of 0.769,
meaning that the majority of the respondents evaluated the importance of this advantage
with 4 - important. On the other hand, the advantage that Reduces the degradation of the
touristic attractions reported a standard deviation of 1.120, with a mean of 3.41 and a
median of 3.00, meaning that the evaluation of the respondents regarding the importance of
this advatage is not so consistent as the one that Generates economic benefits for tourism
operators. The mode value of 4 determined by the high degree of importance attributed to all
advantages show the high frequency of responses.
Conclusions
The main contribution of the paper is the analysis of young Romanian – students studying
tourism – tourists’ perceptions about gamification in ecotourism. We report that the most
important young tourists motivations to discover the ecotourism attractions from protected
areas are: Curiosity, Discover new things, Desire for knowledge, Exploring, Entertainment
and Adventure. The respondents evaluated with high degree of importance the following
advantages of using technology in tourism through games in protected area, that: Generates
an increase in the degree of knowledge (brand awareness) of the touristic attractions,
Increases the degree of involvement in tourism activities and Generates economic benefits
for tourism operators. The paper has some limitations regarding its small scale research
conducted on one students studying tourism community and the risk of subjectivity in this
type of attempt. Generalising the research results has to made carefulness, as perceptions
regarding gamification in ecotourism might be diverse in other international contexts.
Nevertheless, the research results of this paper offer added value by the identification of
millennials tourists motivations to explore the natural and anthropic potential of protected
areas through games, as well as the advantages brought to the development of ecotourism in
protected areas by using technology through games. These results represents the base for the
future research aiming to test the correlations between the research variables such as young
Romanian – students studying tourism – tourists’ motivations to discover the ecotourism
attractions from protected areas and the amount of money that the respondents are willing to
pay for using the game.
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Abstract
Unconventional raw materials have become alternative sources used in many food products
due to their specific functional and nutritional properties. Their use as succedanea of raw
materials or ingredients grew considering the technological, economic and social advantages
generated.
The concern for the nutritional benefits of food makes the food industry manufacturers use
sources of food as diverse as possible, as well as specific ways of processing them. These
concerns should also take into account the quality of products and their acceptability by
consumers.
This paper aims to study the economic impact of using vegetable and animal protein
derivatives and to establish the field and limitations of this use in the Romanian meat
processing industry by making a comparative analysis of these ingredients.
In this context, it is only natural that two issues arise. The first one deals with what is
conventional and what is unconventional and to what degree and the second deals with
arguments for and against the use of unconventional raw materials in the evolution of the
national food supply.
Keywords
unconventional raw materials, vegetal and animal protein derivatives, Romanian meat
industry, meat substitutes
JEL Classification
Q13, Q18, O13

Introduction
Increasing demand for diverse food has led to the emergence of innovative food products,
either conventional products or conventional products with modified characteristics or
entirely new products. This unprecedented growth in the range of available food products is
meeting both consumer demands and the interests of the producers.
Obtaining these products was not possible only by using classic raw materials or existing
manufacturing technologies. New processing technologies have been created and existing
ones have been improved to produce products with a wide range of adaptive properties to
different food systems.
Population growth, the limited nature of food resources, the evolution of human nutrition,
the high rate of progress in the food industry, as well as economic, social and nutritional
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causes are determinants that have led to the emergence of ingredients and food substitutions,
the discovery and capitalization of some non-traditional and unconventional food sources
and, implicitly, to the enhancement of the conventional foods offer with non-traditional and
unconventional foods.
A main research direction in the food industry has been directed towards obtaining
substitutes for protein substances, recognizing their primordial role in vital processes, their
high nutritional quality, reflected by a high biological value. The solutions found should
take into account the economic efficiency of obtaining those protein resources, addressed
both in terms of quantity, using the ratio between production costs and the amount of protein
obtained, and in terms of quality, by their amino acids content.
In order to find and use new sources of protein, intensive research has been done to
capitalize on high-protein raw materials and the use of modern methods of obtaining protein
derivatives for human nutrition.
1. Succedanea of raw materials in the meat products industry – literature review
The succedaneum is a substance or a product that can replace, when needed, another
substance or product, with similar properties (DEX, 2016). It is considered that succedanea
perform a positive function in contemporary life, both socially and economically, allowing
consumers from the most diverse categories greater access to certain products.
The basis for succedanea’s development is represented by the rapid development of the
industrial production, its diversification and automation, the improvement of the
technologies used and the achievement of maximum economic efficiency.
The emergence of succedanea in the food industry is based on the following reasons:
 the possibility of capitalizing raw materials in a superior or different way from the usual
practices;
 using cheaper or easier to obtain substitutes for classic raw materials.
Thus, food substitutes can be used as a main ingredient to obtain food replacement products
(e.g. soybean milk, tofu) or as a partial substitute of a valuable base ingredient (eg replacing
meat with soy or milk derivatives).
Food product substitutes are products made from cheap raw and auxiliary materials that
mimic the general characteristics of the original products they substitute. These products
contain all the major chemical components, including some psycho-sensory substances
which impart their specific taste and flavor (Petrescu et al, 2002). If they are obtained and
marketed in accordance with the legal provisions in force, food substitutes can be
considered succedanea, with a positive function, and their promotion on the food market is a
step forward for the food industry as long as it generates a range diversification.
Food products obtained by using new recipes, according to new technologies or containing
new ingredients (used for the first time in a food product) must be submitted to the
authorities for sanitary endorsement.
Food substitutes must be declared and marketed with distinctive inscriptions and symbols
that distinguish them significantly from the foods they substitute. Their ingredients must be
specified both in the products’ official endorsement papers and on the label. In this way,
product replacements are clearly distinguishable from counterfeited products.
The substitutes can be organized based on their animal or plant origins, and according to
their use, either as a main source or as a supplement. These sources also have nutritional,
hygienic, ethical and environmental specificities (Terrien, 2017).
Establishing the nutritional and economic value of protein sources means analyzing their
chemical composition in terms of: total protein content (complete, collagen, elastin) and
essential amino acid content, as percentage of protein.
Sources of vegetable protein used in the food industry are: cereals, legume seeds, oilseeds,
green plants, mushrooms.
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Seeds of leguminous and oleaginous plants are sources with high protein content. Peas,
beans, lentils, chickpeas, but also soybeans, sunflowers, peanuts, rape, cotton, flax contain
valuable proteins with a content that is more balanced in essential amino acids. The
nutritional value of the oilseed protein is negatively influenced by the presence of antinutritive factors in the seed (trypsin inhibitors and hemagglutinins). Therefore, research has
been directed towards destroying, eliminating, inactivating or reducing these anti-nutritive
factors by chemical or thermal treatments that do not affect the quality of the proteins.
Vegetable protein derivatives are classified depending on the presentation form and the
protein content into (Stancu & Segal, 1982):

protein flours and meal, with up to 50% proteins;

vegetable protein texture (textured flour and meal with up to 50% proteins);

protein concentrates, rich or enriched in proteins (contain between 60-70%
proteins);

protein isolates (products very high in proteins, usually over 90%).
Because of their characteristics, vegetable protein derivatives are used in the food industry
as additives or substitutes of additives of more expensive animal origin (Banu & al, 2009).
They are widely used in bakery products, meat products, milk, canned foods, soups, sauces
and sugary products (Shurtleff and Aoyagi, 2016).
In the processing of meat products, soy protein is used as a nutritional and functional
substitute for protein of raw animal material (Jideani, 2011).
The main protein derivatives of vegetable origin used in the meat industry are: textured soy
protein (at least 50% protein content), soy protein concentrates (minimum 70% protein
content) and soy protein isolates (90% minimum protein content). Their hydration ratio
varies between 1:2 and 1:5.
Textured products are an optimal substitute for meat in terms of quality, with high
economic profitability. Qualities such as good hydration and water retention allow them to
reduce production costs, improve texture, or increase protein and nutritional value in the
production of raw sausages and salami. Also, textured soybeans are the alternative to meat
known as food substitutes used in the production of minced meat products.
Protein concentrates are obtained from defatted soybean flour by extraction of soluble
carbohydrates, sugars, minerals and some minor components. Soybean protein concentrates
have a high nutritional value and great economic efficiency, having a wide range of uses due
to their hydration and water retention capacity (1:4), their characteristic of improving
emulsification and fat absorption, and their acting as a binding agent for the texture of meat
preparations. They prevent the alteration of fat due to their high vitamin E content.
Soybean protein isolates are high solubility elements that are used in some applications in
the meat industry for their gelling and emulsifying properties, forming a stable emulsion.
Protein isolates contain at least 90% proteins, relative to dry matter. The most important
functional characteristics of the protein isolates are, in addition to their emulsifying ability,
gelling capacity and water retention, their adhesion/cohesion properties and aeration
properties. These also increase the shelf life of the product.
Sources of animal protein that are increasingly used in the food industry are:
 by-products from meat industrialization: blood, by-products and non-edible waste (the
meat paste from bones and non-edible organs - MDM, bones, collagen waste);
 by-products from milk industrialization: skimmed milk, whey and buttermilk (Stancu &
Segal, 1982).
Proteins from animal sources are ingredients derived from meat, milk and egg and are
derived from the animal itself and its by-products (skin, bones, blood, whey, etc., Tarté,
2015). The main ingredients of meat-derived proteins are essentially collagen (and gelatin)
and proteins derived from the blood.
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The addition of collagen to meat products as a binder has been shown to be advantageous
and is believed to have potential as a substitute for starch and other hydrocolloids in product
formulation.
Proteins from milk by-products are very valuable from a nutritional point of view, having
a very balanced composition in essential amino acids: protein derivatives derived from dairy
by-products have a higher biological value and a better digestibility than those resulting
from meat industrialization.
Milk processing results in some by-products whose nutritional value is important,
containing nitrogenous substances, carbohydrates and lipids, from which substitutes can be
obtained for various uses in the food industry, including the meat industry. The main byproducts resulting from the industrialization of milk are skimmed milk, whey (resulting
from cheese production) and buttermilk (from the whipping of cream), their composition
being determined by the physical and biochemical processes applied.
Of the by-products, skimmed-milk powder is often used in the food industry specifically in
the meat industry. Co-precipitates and caseinates are also widely used in the meat industry
to obtain textured protein which is used as raw material in the manufacture of meat
substitutes and as nutritional protein additions in meat preparations. (Băisan, 2015).
2. Uses and limitations of protein derivatives in the Romanian meat industry
The meat products industry has the advantage of choosing from a wide range of
substitutable raw materials and auxiliaries. Soy derivatives are found in final products in
varying proportions, their purpose being to substitute animal proteins, having two roles: a
functional one (acting as an emulsifier, water retention, stabilizing agent) and a nutritional
one (to balance the protein level in the finished product composition).
From a legislative point of view, in Romania, Order no. 176 of 18 February 2009 of the
Minister of Health repeals OSM no. 975/1998 regarding the approval of food hygiene norms
according to which the addition of over 3% vegetable soybean protein in the composition of
meat products is prohibited has been repealed. Therefore, at the moment, this percentage
remains at the choice of producers, who must maintain a balanced collagen-protein ratio
(between 20%-35%, according to WHO no. 569/2006) otherwise the future product will be
affected by an accelerated fermentation process.
In practice, the most commonly used animal protein derivatives that are added to the recipes
of cold meats are casein (milk protein), the meat paste from bones and rind emulsion. Of
these, we will choose casein for a comparison of physicochemical, nutritional and functional
characteristics with those of soybean vegetable derivatives, i.e. protein isolates and textured
proteins.
By comparing the chemical characteristics of the protein derivatives selected for our study
(soybean derivatives and casein derivatives) the similarities and differences between them
can be observed (table no.1).
Table no. 1 Chemical characteristics of the protein derivatives
Chemical
characteristics
Casein
Soy protein isolate
Textured soybeans
Humidity, %
max. 8
max. 6
6-10
Proteins (N*6.25), %
min. 90
min. 90
min. 50
max. 1
1-5
Lipids (fats), %
max. 1
Lactose, %
max. 0.5
Total ash, %
max. 4.5
max. 5.5
max. 12
Source: based on technical specifications defined by manufacturers
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The chemical characteristics are established through the technical specifications defined by
the manufacturer's and supplier's standards. Thus, by comparing, one can see that both the
soy protein isolate and casein contain the same amount of protein, while textured soybeans
contains a lower amount of protein, of at least 50% (Table no.1), resulting in a ratio of
2/2/1.1.
This shows the following practical implications: in order to produce the same amount of a
product, with the same proteins percentage in the final product, for casein or isolate one will
calculate the total cost for just half the quantity of textured soybeans. The cost reduction
with the auxiliary raw materials, as part of the production costs, is an important factor in
increasing profit.
The study worked with data regarding the costs of unconventional raw materials, by
comparing the cost of soybean derivatives (vegetable protein) to the cost of casein (animal
protein) thus highlighting the economic and financial impact of raw material substitution.
The analysis of protein derivatives prices shows a ratio between casein, isolate and protein
texture of 4/2/1.
Thus, the costs of using textured soybeans can be compared to the costs generated by the
use of casein and, separately, the cost of soy isolate versus casein costs can be analyzed
within a specific production stream.
Taking into account the costs on a technological stream using soy protein isolate, knowing
the quantity used on average for the production of each product, the losses caused by the
thermal treatments applied, the price per kilogram for the soybean derivative and casein, but
also the percentages in which these ingredients are added to the finished product, the
production costs can be compared.
A reduction in the cost of auxiliary raw materials is observed, the costs with soy protein
isolate being significantly lower, by approximately 15-17%, relative to the costs of using
casein, which is an economic advantage for the producer. The use of soy protein isolate in
the production of meat preparations allows for a reduction in the proportion of meat or
animal protein (more expensive) in the product composition without reducing the protein
content or significantly altering the quality of the product.
As far as the use of textured soybeans is concerned, the manufacturing recipes differ
significantly in terms of quantity; for example, for chicken Bologna sausage a quantity of
textured soybeans 3.5 times larger than the one in Oltenian sausages is used. In fact, the
substitution of animal protein with vegetable protein also has, in addition to economic
advantages, has the role of improving certain consistency characteristics of the product. Due
to the soy protein's ability to absorb water and grease, it allows manufacturers to use meat
with more fat. In the meat products industry the most used soy derivatives are protein
isolates (more than 50%) due to the maximum amount of protein contained, qualitatively
and quantitatively equivalent to animal protein, but also due to its accessibility in use (being
added by injection, becoming an integral part of the product through a less obvious
assimilation in the final product).
On the other hand, an emulsion can be formed from soy protein isolate or casein to replace
30-5% / 30-10% of the amount of fat in the product (Weiss et al, 2010).
Caseinates have a good ability to emulsify fats, a high viscosity in solution, similar to that of
soy proteins. Soybeans have long been considered the most cost-effective ingredient, but
recent studies on the effects of using powdered milk and caseinates show that they also
contribute to the improvement of technological yield and texture. (Hongsprabhas, 2016;
Gavriluț, 2017).
Vegetable meat substitutes may contain only pure soy or may be mixed with dried cereal
flour and dried oleaginous fruits; various types with specific tastes are available on the
market: beefsteak, chops, sausages, meatballs, schnitzel etc. Protein derivatives with the best
functional characteristics for use in the meat industry are vegetable protein isolates which,
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due to their lack of specific flavor and their high protein content, can be used in higher
percentages (10-20%) and allow for meat preparations, such as pressed ham, pastrami,
smoked tenderloin etc., to be obtained.
Dehydrated milk, sodium caseinates, concentrates and isolates from whey protein are used
in minced and emulsified meats, such as frankfurters and bologna sausages, as well as
coarsely chopped products such as fresh sausages. Dairy proteins, including whey protein
concentrates and partially hydrolyzed caseins, are used in marinated or injected meat.
National regulations on the marketing of meat products in Romania (Order No 560/2006)
specify the products - differentiated according to the heat treatment applied – that may have
in their content vegetable proteins or other animal proteins added as ingredients: meat
products obtained by boiling and / or smoking and / or drying (salami, sausages, hams and
reels, semi-canned meat, specialties, pastrami), meat products made from baking (stewed
meat) and sterilized meat products such as mixed cans and meat pâté and paste.
Exceptions to this are smoked meat specialties (bacon, smoked bones), where only protein
of vegetable origin may be used, but also cold smoked specialties, where the use of protein
derivatives of any nature is not allowed. Also, in raw meat products (salami, sausages) only
vegetable protein is used as an ingredient. The addition of animal or vegetable proteins is
forbidden in the production of Sibiu salami, Plai sausages, gyudem and Babic.
Vegetable proteins are not allowed as raw material, but allowed as ingredient (along with
animal protein) in canned pork in its own juice, canned beef in its own juice and meat pâté
and paste. Another exception are dietary preserves and preserves for children where the
addition of animal or vegetable protein derivatives is not allowed, either as a raw material or
as an ingredient.
The widespread use of protein derivatives can be a solution for consumers who want to
reduce meat consumption, such as younger, more educated, and female consumers (Slade,
2018). The different characteristics of meat substitutes suggest a wide variety of strategic
solutions, which must be evaluated in order to best position them in the food industry
(Terrien, 2017).
Conclusions
Protein derivatives of vegetable or animal origin are part of the category of unconventional
raw materials used in the manufacture of meat preparations, aiming at improving the
sensory and nutritional characteristics of processed meat products and increasing economic
efficiency. For each country, the importance of one or other of these raw materials depends
on its availability but also on the local consumer habits.
The main reasons why protein derivatives are used worldwide in many food and industrial
products are the functional, nutritional and economic factors.
Protein derivatives are extremely versatile and functional, being added to meat preparations
where they can act as an emulsifier, a consistency improving agent and are designed to
increase the shelf life of the product.
Vegetable proteins, especially soy beans, are a cost-effective alternative to using animal
protein in the manufacture of a wide range of meat preparations.
First, soy proteins are more stable and easier to predict than animal protein, which offers the
advantage of an easier access to purchasing ingredients on the supply market. Also, the cost
of using soy protein is lower than the cost of using animal proteins. Using soy protein is a
way to maximize profit by providing control over raw material costs in the meat industry
without affecting the quality and properties of the product.
Secondly, we are witnessing the development of the meat substitutes market, based on an
increase in the number of consumers with a vegetarian diet, or with specific metabolic
requirements (lactose intolerance) or health concerns that want to reduce meat consumption,
given that the nutritional value of the soy protein is close to that of the animal protein.
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However, many consumers do not prefer products from unconventional raw materials due to
the specific taste of the product, its texture, appearance and smell, creating inconveniences
in market growth.
Thirdly, a lower psycho-sensory value of protein derivatives requires more additions to the
finished products to achieve greater consumer acceptability, which affects product
innocuity.
Fourthly, the problem of limiting the use of unconventional raw materials also derives from
their content in certain anti-nutritive substances, which affect the metabolic functionality
and, implicitly, the nutritional value of the products.
Although manufacturers of the Romanian meat industry are required to declare on the label
all the ingredients used, the acceptance of non-conventional products differs from one
consumer to another, the option to eat being a selection process based on the triad of
knowledge-skills-attitudes.
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Abstract
The study presented in this paper evaluates the needs and the structures of key performance
indicators as short and long-term sales controlling instruments and furthermore to define
action opportunities within short reaction time, if, for whatever reason, the companies lacks
orders. The main purpose of this research is to identify the current challenges regarding
sales controlling instruments and to provide useful solutions for managers in order to have a
better use of the sales controlling and therefore the results. Another purpose of this paper is
to discuss the contrast between requested detailed controlling figures and the consequences
in motivation, organisation and sales force size. Furthermore the need of a two-step sales
controlling system in the directions of results and behaviours is discussed.
By identifying six areas of success factors for the implementation of a sales controlling
system the results of the studies performed in this paper can be useful for any sales
management in any company and can support the performance of them.
Keywords
Key Performance Indicator, Sales controlling, Sales actions, Sales process, Target System,
Supportive Leadership
JEL Classification
The article should follow the Journal of Economic Literature classification system (JEL), in
one or several categories. All relevant code(s) must be shown here. M10, M16, M19

Introduction
The purpose of this article is to identify how to create the right sales management control
systems covering the related obstacles against such a system. Furthermore it has to be
investigated how to receive the right information without disturbing the sales force in their
important work and how the organisational structure supports or undermine the main subject
of a sales control system.
The role and perception of sales controlling systems has grown dramatically in the past
decades. Increasing international competition, higher expectations on regarding shareholder
values, getting a higher market share, increasing or stabilizing prices and last but not least,
just surviving in between all the market forces. All this put the necessity of productive sales
organisations into the spotlight for the top management and the international research. At
the same time products in the B2B Sector became more and more comparable and prices are
under strong competition pressure. So Sales Organisations are one of the top key
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performance enablers in successful companies worldwide. That is the reason why the sales
controlling instrument systems must be investigated.
In Sales, time, motivation and information are a limiting success factors. This creates a
triangle with interrelated and interdependent limited factors. In the same time organisations
are fighting for the attention of their sales forces. Fast changing product life time’s create
the need for technical product trainings, the needs of the market and customer information
have to be transferred and channelled by the sales force. Furthermore higher demands on
compliance and anti-trust systems, financial and contract information and negotiations,
accurate budget planning seasons reduce the active sales time, dramatically. (Huckemann/
Schmitz 2014)
Furthermore, sales managements demand a high accuracy within real time of a high number
of key performance indicators. On the other hand they are reducing the quality of the
required information or reducing the active sales time further. Nevertheless, sales people are
not very much interested in giving greater insight into their own sales pipeline for the
management. They feel observed, over-controlled and limited in their freedom towards their
own activities. Last but not least, companies are working together with independent sales
dealer or sales agents in export markets. These independent sales organisations are normally
not interested in giving any insight into their own sales pipeline or further information. So,
the new challenge for the sales management is to define the right key performance
indicators without damaging the motivation of the sales force or reducing the active sales
time to zero and receiving the right information in the same time to control and manage
company’s success.
Research Methodology
In order to attain the foreseen objectives, relevant research articles and literature from
renowned publishers as well as globally recognized research entities and professional
organizations were studied. The focus was on a desk study comprising the analysis of
publications to provide an overview of short and long-term sales controlling instruments for
a productive sales organisation and defining approved actions within a short reaction time
after perception.
Sales Controlling Systems – short literature overview
“Sales management control systems (SMCSs) are designed to align salespeople's activities
and actions with organizational objectives.” (Malek/ Sarin/ Jaworski 2018) Sales
management is a function with four main tasks, sales controlling, personnel management,
strategy development and efficient sales processes. All four functions are bound together.
For an effective sales controlling it is necessary to create the right targets within the sales
strategy and personnel management through coaching and, furthermore, enabling of the staff
is mainly combined with sales processes. (Cespedes 2014) For a successful sales
organization, effective use of the given resources is necessary. (Homburg et al. 2012)
In almost all sales organizations with a high number of customers, a customer segmentation
model with a two dimensional diagram combining the actual customer value and the future
customer potential, is needed. This is to concentrate on the right customers according to the
sales strategy and the first requirement need of a controlling system, which has to condense
market information and future potential down to key performance indicators on existing and
future market chances according to the profitability needs of the company.
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Fig. no. 1. Customer Segmentation Diagram
Source: Schedl et al. 2013

A successful key performance indicator system is simple and transparent in order to gain the
two main aspects of such a system: Evaluate the sales performance and recognize warning
signals at target deviations or performance problems. Usually there are three main classes of
indicators: Profitability, market and customer perspective and Internal and cost perspective.
In connection with these classes a long list of potential indicators must be reduced according
to the diagram in figure 2. The usability of the key performance indicators for the sales force
on a day to day business with a direct link to the personal targets is an important success
factor for the complete key performance indicator system. (Schedl et al. 2013)

Fig. no. 2. Key Performance Indicator diagram
Source: Schedl et al. 2013

Although the information content of a single key performance indicator could be low, it is
possible in relation with different other regional or product sales units to gain the necessary
complete picture. The markets, regions, products and company organisations are too
different and dependent, that a definition of overall reliable and effective and the right
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number of key performance indicators is possible. (Homburg et al. 2012, Huckemann/
Schmitz 2014)
Challenges for a Sales Controlling System
The choice of the key performance indicators has to assure on all levels of the order pipeline
that potential warnings at target deviations could be recognized. Short and long term
pipeline management is related to the individual industry steps and timelines and the
regional differences and needs. It means that the key performance indicators have to picture
the complete sales process from the first contact at least to the invoicing, more preferably to
the final payments.

Fig. no. 3. Sales Process
Source: adjusted of Homburg et al. 2012, p. 246

The profitability of a company has different forces which must be observed. One is the
achieved gross margin with each single order another is the schedule payment income.
Additionally, for the sales organisations it is important to utilize the given production and
supply capacities to the optimum. In a complex company with different production sites,
sales units distributed globally in different organisational forms and a heterogeneous
product matrix, just to verify and to fill the free capacity, is a highly demanding and
important task. World wide access to an online customer relationship management system
including a capacity tool is a first step to getting the right information into both directions,
company and international sales organisation.
Another challenge is the information quality input of the sales force. The key performance
indicators are generated from this information and are the foundation for important top
management decisions. The quality is related to the timely availability as well as the truthful
content of the information, which is directly influenced by the sales force. That is a reason
why managers are afraid to implement additional key performance indicators. They are
afraid of damaging the motivation of their sales force because they know, that the sales
people feel constricted and over-controlled. Transparency is equated to a lack of self-control
and freedom in the possibilities and the flexibility of their work and procedures. Especially
the freedom to set the own frame for the work is one of the main motivational factors for
people to join a sales organisation. Nevertheless, it is often very difficult to justify the
truthful content of information. Especially, when time is a critical factor and the special
relationship of truth between the sales force and the customer can be jeopardized.
(Huckemann/ Schmitz 2014) “
Providing sales information is a sensible act between management and the sales force.
Unless the relationship is covered by an employment contract, management has several
possibilities to obtain necessary information, however difficult it may be. (Challagalla/
Shervani 1996) It is totally different when even multinational Dow Jones listed companies
like Caterpillar, do not have their own sales force. The worldwide sales organisation is
organised via independent dealers. Caterpillar merely owns a support structure based in
several hubs over the world. The possibilities of getting any information out of the dealers
are very limited, until they need better purchasing conditions. So, a reliable order pipeline
for Caterpillar is not available, combined with all problems caused by missing information.
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The Sales Management is a key factor in the quality of the sales controlling system.
Especially the personnel management of the direct sales force with steering, coaching and
enabling of competencies is a potential quality driver. Practically, many Sales Managers are
deeply involved in the day to day business, e.g. customer services or negotiations. (Schedl et
al. 2013) In smaller sales organisations which work together with sales agents or smaller
dealers, a special relationship of trust between the area manager and the sales people in the
country can be built up by reliable support in any phase of the sales process.
The major tasks for the sales Management is to achieve the budget figures. The need for
constant and overall sales controlling becomes a significant performance enabler. For the
overall purpose of a sales organisation it is necessary to create the perception faculty on the
target deviations as soon as possible in every sales process step. On a regular basis and
related to the time to order period in the specific business industry, the target deviation
report based on the detailed budget figures and the detailed sales process steps is an
important sales quality item.

Fig. no. 4. Planning and control process Process
Source: adjusted of Homburg et al. 2012, p. 135

Deviations in target achievements are part of the daily business routine and acceptable
within small tolerances. To define these tolerances is an issue for the sales management. As
soon as business or sales units or even single sales people are outside their target tolerance,
the reasons for this deviation must be analysed and appropriate actions defined. In shorter
time periods as on a normal control process the progress of the defined actions and the
results have to be reported until the deviation is balanced.
The actions to be taken vary depending on the sales process step and the analysed problems
which occur. Two major critical items for the actions taken are the reaction time to results
and the size of the problem. If the problem is in the early sales process step acquisition,
there are two major possibilities to react. On the one hand the sales management can
reinforce the capacity in marketing via telephone or digital acquisition to increase the
number of leads accordingly or on the other hand the improvement of the sales abilities in
the later steps, so to increase the number of orders proportional to the deviation. Both need a
two-step sales controlling system, which is not only focussed on the results but also on the
capabilities and activities of the sales force.
(Challagalla/ Shervani 1996), (Richard/
Anderson 1994)
Solution for a Sales Controlling System
For sustainable growth and profitability to satisfy the shareholders expectations, companies
need reliable forecasting to plan the capacities in production and supplies as well as the cash
flow. Sales organisations are an important part of the operational execution of budget plans,
strategies and profitability, especially in competitive worldwide markets. So, the need for
best operating sales organisations requires a sales controlling system, with instruments
which can fulfil the highly demanding task of providing reliable information on a short and
a long term.
Sales controlling is a sensitive subject in a fast moving competition. Sales people do not like
to feel controlled or supervised above a sensitive personal extent. On the other hand for the
sales management in charge it is needed to get the right information to forecast the order
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income on time. Sales managers should not only focus on the hard facts and figures in their
controlling system. The behavioural and activity indicators of each sales person needs to be
observed as well. The understanding of weaknesses of the sales people in the sales process
along the pipeline is necessary for providing the right support for each of them, to improve
sales quality individually, but also to reduce the reaction time if an intolerable target
deviation occurs.
A completely defined sales pipeline, in line with the sales process, supports the sales
management to aggregate the right information from the control figures, because an
intolerable deviation in acquisition just in a single area gives a different picture to a
deviation in e.g. 50% of the sales areas. For the Sales Management it is important to
understand, what the exact matter for the target deviation is to trigger the correct approved
actions to solve the problem as soon as possible.
The performance indicator should be directly linked to the budgeted figures and the
compensation plans of the sales people. In the best case, sales people can easily count the
effect on his or her actions to his or her compensation or bonuses. In some industries,
especially for large plant manufacturers or tailor-made products, the sales controlling is not
finished with the order confirmation, but with the final acceptance of the delivery and
acceptance by the customer. A post order margin calculation and the comparison with the
pre-order margin calculation may provide deep insights into the sales quality of the affected
sales people and/ or units. Beside the margin changes the process quality and information
reliability could be big cost drivers in these kinds of huge orders. A detailed and continuous
margin changes analysis provides important information on possible know-how deficits in
sales organisations to the sales management.

Fig. no. 5. Typical Sales Pipeline in B2B Industries
Source: own chart

A sales pipeline, as shown in figure 5, extends the view to potential problems in the future.
The sooner a potential problem is perceived the more possibilities for a proper reaction are
given. Furthermore, it gives a good view on the activity level for single sales person,
considered markets or products as well as for the whole sales force. The same is relevant for
displaying behavourial problems in single pipeline steps, again, for single sales persons,
regions or the complete sales force. In combination with defined standard actions suitable
for the different companies and situations, the reaction can be reduced again.
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Fig. no. 6. Six Sales Control Instruments for a productive Sales Organisation
Source: own chart

The reporting routine depends on the specific market time to order period. Whether the
reports are pushed on a daily, weekly or monthly routine depends on the sensitivity of the
top sales management. Sales controlling reports shall differ in the information routine to
increase the attention of the middle management. In challenging times a lot of sales
managers are not in the position to search for the right facts and figures in thumb thick
presentations. Relevant information should be available in a short summary and further
details, e.g. regarding declining behavioural figure, should be presented for closer inspection
in time for the next jour fix or on demand by the sales manager.
Sometimes it is necessary to set extraordinary challenges, especially when targets are
threatened or almost impossible to reach. Maybe a competitor launched an extraordinary
product or service with disruptive power to your business model or a regional market
collapsed and the other regions or products have to compensate for that loss. Supportive
leadership needs trust and respect in the people and in the management. Values like
reliability, frankness and truthfulness in daily communication are exceptionally important
drivers of a sustainable sales organisation development. Especially when a problem occurs,
it is necessary to work on an existing and stable foundation; not to establish one first.
Conclusion
Identifying short and long-term sales controlling instruments requires a deep look into six
areas in order to provide a productive sales organisation. The complex situation of sales
organisations with independent players like customers, competitors, culture differences and
political decisions, makes it necessary to react on target deviations or other situations on
short notice. On the other hand, the earlier the perception of potential problems is, the more
possibilities the sales management has to act. This could lead to a strong sales controlling
system with defined and approved sales processes and pipelines and clear key performance
indicators, but would most probably demotivate the sales people. In fast moving markets
creative, motivated and sales people with the possibility to react flexibly are needed. The
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right set of controlling instruments depends on the sales organisation and the independency
of the different stake holders in the market.
The performance indicators should cover financial, actional and behavioural items to set a
wide frame for controlling aspects and actions. The sales management needs regularly
pushed reports with the timely relevant performance indicators. These are required to
evaluate the need for properly defined standard actions, as soon as targets are intolerably
missed. Supportive Leadership provides the connection between challenging targets,
motivated sales people and key performance indicators to get a clear view of the market and
company’s situation and the necessary improvements for a sustainable company future.
This paper is related to a general purpose of sales controlling instruments in the B2B sector.
Further studies may cover different market sections, e.g. automotive, tailor made production
plants, industrial goods and so on to give more detailed insides and direct use for managers.
Furthermore for better understanding of the sensitivity for different market sectors and
controlling instruments needed.
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Abstract
In the age of globalization, there is a fierce competition not only between companies but
also between cities, states, economic blocks and regions. They are increasingly competing
for talents, technology, investments and markets in a transnational economy. A former little
Asian dragon, Singapore achieved a fast industrial transformation and became a modern
country in a relatively short period of time. In spite of his backwardness, the latecomer
Singapore succeeded in obtaining exceptional economic growth rates and a rapid
development. The idea of embedding smartness in all processes and activities carried on in
the whole existence of Singapore has been debated in the last decades. The paper aims to
briefly define the concept of smart city and to identify the key elements that contributed to
the remarkable transformation of Singapore into a smart city-state. The paper employs a
quantitative research method and a case study. The information was acquired by desk
research, analyzing secondary data that were collected through the deployment of a
significant literature review. The story of Singapore illustrates the lesson of a breakout
nation that has proved to be capable to continuously reinvent itself in order to become a
smart city-state. The paper shows that the making of a smart city-state is possible only by
putting together all stakeholders, such as educated, intelligent, disciplined and hard-working
citizens, wise and honest politicians, highly competitive companies or responsible
institutions, and by using on a large scale the smart technologies.
Keywords
smart city, Singapore, city-state, globalization, information and communications technology
technology
JEL Classification
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Introduction
The last decades following the fall of the Berlin Wall have witnessed the emergence and
multiplication of numerous debates on globalization and competitiveness. Seen as a
“geographic extension of competitive markets” (Panitch and Gindin, 2013, p. 3), a “world
society without a world state and without world government” (Beck, 2009, p. 13) and a
“dynamic interplay of distinctive competitive advantages” (Quack et al., 2000, pp. xi-xii),
globalization has disturbed the social order and generated profound economic and politic
transformations all over the world (Scholte, 2005). In the age of globalization, there is a
fierce competition not only between companies but also between cities, states, economic
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blocks and regions. They are increasingly competing for talents, technology, investments
and markets in a transnational economy (Vietor, 2007).
Today’s world is dominated by three main poles that appeared especially after the fall of the
European communist regimes: South-East Asia, the European Community and the North
American Free Trade Agreement. The so-called “Triad powers” (Ohmae, 1985) encompass
both many developed countries and big economic powers such as the People’s Republic of
China, India, Germany, the United Kingdom, the United States of America (USA) or
Canada, and smaller economic powers, but highly competitive, such as Switzerland, South
Korea, Singapore or Hong Kong.
The global economy at the start of the 21st century was inhabited by a few economic
superpowers, but mostly by a huge number of medium and small economies. A former little
Asian dragon and a “late late developer” (Vogel, 1991), Singapore achieved a fast industrial
transformation and became a modern country in a relatively short period of time. In spite of
his backwardness, the latecomer Singapore succeeded in obtaining exceptional economic
growth rates and a rapid development.
Since the beginning of this century researchers and practitioners worldwide have tried to
answer the following question: How was an Asian tiny and underdeveloped state as
Singapore able to turn into a high performance and flourishing society in less than half a
century? Most of the answers converge towards the idea of embedding smartness in all
processes and activities carried on in the whole existence of Singapore (Lee et al., 2016;
Fintechnews Singapore, 2017; Van der Zee, 2017). In other words, the successful story of
Singapore both as a city and a nation state has an explanation: Singapore has transformed
itself into a smart city-state in the age of globalization.
The paper aims to briefly define the concept of smart city and to identify the key elements
that contributed to the remarkable transformation of Singapore into a smart city-state. The
next section presents the literature review. It is followed by the research methodology.
Thereafter, the results of the research are illustrated. The paper ends with conclusions.
Literature review
Since the beginning of the 21st century the smart city concept has become a topic of interest
for researchers and practitioners all over the world. Therefore, an impressive body of
research related to this subject has emerged and developed. Smart city was defined from a
variety of perspectives as follows:
 “a city that monitors and integrates conditions of all of its critical infrastructures
including roads, bridges, tunnels, rails, subways, airports, sea-ports,
communications, water, power, even major buildings, can better optimize its
resources, plan its preventive maintenance activities, and monitor security aspects
while maximising services to its citizens” (Bowerman et al. 2000, p. 1).
 “a city well performing in a forward-looking way in [economy, people, governance,
mobility, environment, and living] built on the smart combination of endowments
and activities of self-decisive, independent and aware citizens” (Giffinger et al.,
2007, p. 11).
 “a city that gives inspiration, shares culture, knowledge, and life, a city that
motivates its inhabitants to create and flourish in their own lives” and “an admired
city, a vessel to intelligence, but ultimately an incubator of empowered spaces”
(Rios, 2008, p. 4).
 a city that is “combining ICT and Web 2.0 technology with other organizational,
design and planning efforts to de-materialize and speed up bureaucratic processes
and help to identify new, innovative solutions to city management complexity, in
order to improve sustainability and “liveability”” (Toppeta, 2010, p. 4).
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“an urban environment which, supported by pervasive ICT systems, is able to offer
advanced and innovative services to citizens in order to improve the overall quality
of their life”(Piro et al., 2014, p. 169).
 “the utilization of ICT and innovation by cities (new, existing or districts), as a
means to sustain in economic, social and environmental terms and to address
several challenges dealing with six (6) dimensions (people, economy, governance,
mobility, environment and living)” (Anthopolous, 2017, p. 8).
In spite of the fact that smart city has already been a widely used term, it remained a highly
fuzzy concept (Nam and Pardo, 2011; Lara et al., 2016) and a clear definition does not exist
yet. However, the above mentioned definitions have some important elements in common.
First, a smart city represents a complex concept and constitutes a multidisciplinary
challenge, bringing together diverse stakeholders (e.g., citizens, companies, city officials,
policymakers, academics). Second, it uses intensively and extensively technology,
especially information and communications technology (ICT), in order to provide
innovative solutions to various problems (e.g., accelerate bureaucratic processes) (Oţoiu,
Bere & Silvestru, 2017). Third, a smart city is a well performing and admired city that
improves the quality of life of its citizens. Four, it creates and develops networks among
several types of infrastructure (e.g., digital, physical) in order to optimize the use of its
resources. Five, a smart city has six characteristics: smart economy, smart mobility, smart
environment, smart people, smart living, and smart governance (Giffinger et al., 2007).
Research methodology
The paper employs a quantitative research method and a case study. The information was
acquired by desk research, analyzing secondary data that were collected through the
deployment of a significant literature review. The sources were journals, books and reports
from the fields of economics, urban economics, business, information technology and
innovation, and were found in electronic databases and libraries.
Results
Since gaining its independence in 1965, Singapore has achieved an impressive socioeconomic development and became a global transport, commercial, financial and

technological hub. With a surface of around 720 square kilometers and a population
of 5.9 million, the city-state is not only one of the most densely populated nations in
the world (Rae, 2014), but also one of the most prosperous countries of the world
with a $90,500 gross domestic product per capita on a purchasing power parity
(GDP per capita at PPP) in 2017 (Central Intelligence Agency, 2018). In the age of
globalization, Singapore has transformed itself in a smart city-state based on the
following elements:
 smart economy. Despite the lack of natural resources Singapore has succeeded in
building a trade-oriented and diversified economy (e.g., electronics, chemicals,
financial services, petroleum refining, biomedical products, telecommunication
equipment etc.) and has become one of the most competitive economies of the
world (Table no. 1). Without neglecting the role of the market, the Economic
Development Board, a governmental agency, has played an active role in
stimulating and enhancing economic growth. As an open economy, Singapore
serves as a regional headquarter for more than 3,000 multinational corporations
(CountryWatch, 2018). From an export-driven economy Singapore has made major
steps towards a research and knowledge driven economy since the beginning of this
century (Van der Zee, 2017).
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Table no. 1. The world’s most competitive countries according to the Global
Competitiveness Index (GCI) in the period 2016-2018
Country
GCI 2016-2017
GCI 2017-2018
Rank
Score
Rank
Score
Switzerland
1
5.86
1
5.81
USA
2
5.85
3
5.70
Singapore
3
5.71
2
5.72
Netherlands
4
5.66
4
5.57
Germany
5
5.65
5
5.57
Hong Kong
6
5.53
9
5.48
Sweden
7
5.52
6
5.53
United Kingdom
8
5.51
7
5.49
Japan
9
5.49
8
5.48
Finland
10
5.49
10
5.44
Sources: Schwab, K. (ed.), 2016.







smart mobility. The Land Transport Authority and Public Transport Council, within
the auspices of the Ministry of Transport, are two of the most important actors
involved in developing a sustainable and smart urban transport system. Singapore
has built and developed a people-centred transportation system characterized by
accessibility, connectivity, affordability, high levels of service, safety and comfort
(Rahman, 2011). Due to the land constraint, the tiny island nation has focused its
efforts on implementing innovative policies and supporting technologies for
satisfying the mobility needs of citizens such as intelligent road studs, intersection
surveillance system, integrated public transport fare payment system, speed cameras
etc. (Debnath et al., 2011).
smart environment. The Ministry of Environment is in charge for ensuring a smart
environmental protection and sustainable resource management through the
implementation of eco-friendly and energy-efficient policies. Environmental
concerns have been seriously taken into account especially in recent years as
industrial pollution and limited natural freshwater resources are nation’s crucial
environmental issues. According to the Environmental Performance Index,
Singapore occupies the 49th place in the world (Yale Center for Environmental Law
& Policy, 2018).
smart people. Singapore enjoys a 97% literacy rate, a high quality digital network
with high connectivity and a very competitive education system. Also, it scores at
the top of the Program for International Student Assessment’s (PISA) and of

the Networked Readiness Index.


smart living. In the age of globalization, Singapore has remained one of the world’s
most developed countries (Table no. 2). The welfare system of Singapore is “partly
insurance-based and partly based on family welfare”, and provides “a relatively
high level of security regarding social risks, including the risk of poverty”
(Bertelsmann Stiftung, 2016, p. 22). The Smart Nation initiative launched by the
Prime Minister Lee Hsien Loong in 2014 is transforming Singapore into a hyperconnected country that „uses Internet of Things (IoT) technologies to enhance the
quality of life of its people” (Tan, 2015, p. 1).
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Table no. 2. The world’s most developed countries according to the Human
Development Index (HDI) in the period 2014-2015
Country
HDI 2014
HDI 2015
Rank
Value
Rank
Value
Norway
1
0.949
1
0.944
Australia
2
0.939
2
0.935
Switzerland
3
0.939
3
0.930
Germany
4
0.926
6
0.916
Denmark
5
0.925
4
0.923
Singapore
6
0.925
11
0.912
Netherlands
7
0.924
5
0.922
Ireland
8
0.923
6
0.916
Iceland
9
0.921
16
0.899
Canada
10
0.920
9
0.913
USA
10
0.920
8
0.915
Sources: United Nations Development Programme, 2015.



smart governance. Since 1965, the the People's Action Party (PAP) has remained
the ruling political party. Under the strong political leadership of Lee Kuan Yew,
the country’s modern founding father and its first Prime Minister for more than
three decades, Singapore turned into a successful developmental state. Lee imposed
rather an authoritarian regime dedicated to economic development and “executed
the model with strategic brilliance, becoming famous worldwide as a leader to
whom neighboring states turned for guidance in moments of crisis” (Sharma, 2012,
p. 118). The smartness, honesty, authority and exceptional vision of Lee, the
intelligence and astuteness of the government combined with a powerful web of
responsible institutions (e.g., the Monetary Authority of Singapore, the Housing
Development Board) highly contributed to the establishment of close and
trustworthy relationships between the rulers and the citizens. This is why the
majority of the residents of Singapore have become cooperative and disciplined in
the nation’s interest. Today’s Singaporean state is still strong, maintains state
identity, provides all basic public services, ensures political participation, and free
and fair elections. In 2005, the government launched the so-called “iN2015
Masterplan” designed to expand the info-comm sector, to enhance the national
competitiveness and to improve the quality of life. The rapid spread of the ICT in
public services and the e-government strategic programmes have led to greater
transparency and less administrative corruption.
Thus, in order to understand the remarkable transformation of Singapore into a smart
city-state, one should have a holistic and integrated view that encompasses the critical areas
of success and those of deficiency as well. The story of Singapore illustrates the lesson of a
breakout nation that has proved to be capable to continuously reinvent itself in order to
become a smart city-state.
Conclusions
The pace of changes has accelerated in the age of globalization. The unpredictable political,
technological, economic and business environments and high pressures from global
competition require new ways of thinking and organization both at the macro and micro
level. In this respect, the smart city concept has demonstrated its viability in practice in spite
of the fact that it is rather a fuzzy notion.
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The importance of the paper is given by its two theoretical and practical contributions. First,
it provides a better understanding of the smart city concept by emphasizing some of its key
characteristics. Second, the paper shows that the making of a smart city-state is possible
only by putting together all stakeholders, such as educated, intelligent, disciplined and hardworking citizens, wise and honest politicians, highly competitive companies or responsible
institutions, and by using on a large scale the smart technologies.
Further researches might identify new elements that are important in the creation of a smart
city-state and expand the analysis to other city-states.
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Abstract
The aim of the present paper is to review and analyze the selection and initial startup
performance evaluation of Romanian startup accelerators. The selection process of the most
relevant six startup accelerators has been compared and analyzed in an attempt to bring a
higher perspective of the acceleration ecosystem in Romania. The study provides a synthesis
of current practices in the Romanian entrepreneurial environment and concludes with a
series of recommendations for improvement of the application process.
Keywords
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Introduction
As business accelerators started to gain traction across the global business environment
(Ceaușu et al., 2017), there have also been some initiatives in Romania during the past few
years, as well. Even though the entrepreneurial ecosystem in Romania is in its development
stages – considering number of startups, access to various funding sources, legislation, taxes
and the ability of ventures to grow internationally, local entrepreneurs, business people and
investors with international experience and expertise have been trying to drive the
development startup accelerators for local and regional ventures (Lupea et al., 2017).
Traditionally, startup or business plan competitions and business incubators have been on
the market in Romania for the last 15 years, however the ecosystem is, still, quite
heterogenous. There are, currently, three big centers for startups in Romania: Bucharest and
Cluj the biggest, and Iași – the runner up, with its recent dynamic development. In all these
three regions there are numerous business and startup hubs, networks, conferences and
meetups – all of which contribute to the development of the entrepreneurial ecosystem
(Lupea et al., 2017). Among these startup assistance organizations (Ceaușu et al., 2017)
there are several startup acceleration initiatives which gather the most important and
experienced actors within the entrepreneurial environment in Romania.
This paper analyzes five of these, based in the two entrepreneurial regions – Bucharest and
Cluj. The aim of the study is to understand the application process of startups within the
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Romanian acceleration programs, understand current practices and provide a set of
recommendations based on international best practices.
Literature review on startup and new venture performance evaluation
Startup performance evaluation is a debated topic, especially in high-growth industries ever
since Thomas Watson, the president of IBM at that time, said that there will be a world
market of maximum 5 computers - disruptive and innovative technologies and business
models always challenge the current status quo of the world. The topic is of importance not
only in the business environment, but also in the academic community, who tries to identify
the best drivers for startup performance, as well as markers for potential failure (Karabag,
2018).
Venkatraman and Ramanujam (1986) look at three dimensions of evaluating startup
performance:
 Financial performance (profitability, sales growth, earning per share) – reflecting
the achievement of economic goals;
 A broader view including financial, non-financial and operations measures (market
share, introduction of new products, market effectiveness, internal process outcome,
employee satisfaction) – reflecting the product-market outcome;
 Organizational effectiveness (firm survival, reputation, perceived overall
performance, achievement of goals) – reflecting overall perceived performance.
Building on the research of Venkatraman and Ramanujam (1986), Gerschewski and Xiao
(2015) add that the dimensionality of business performance should be taken into
consideration – long term vs. short term – and they recommend that the different
performance dimensions should not be aggregated, but rather recognized and examined
individually.
Also, a structured view on firm performance offer Hult et al. (2008), who identify three
levels of evaluation: firm level, strategic business unit level and inter-organizational level.
They focus especially on the inter-organizational level, where they identify measures sales
based (sales volumes, ratio to foreign sales to total sales, sales growth, etc.) – indicating
financial performance, and measures concerning the market share, which indicate the
operational performance, according to the authors.
As it can be noticed, older entrepreneurship research is focusing on quantitative
performance metrics such as sales growth, profitability, market share, return on investment
or return on asset (Venkatraman and Ramanujam, 1986; Li and Atuahene-Gima, 2001;
Cadogan et al., 2002; Combs et al., 2005; Kirca et al., 2005; Hult et al., 2008; Rauch et al.,
2009; Menguc and Auh, 2008). However, in the current global business environment, where
companies such as Twitter, after more than 12 years since they were founded, are still losing
money, such metrics seem to not be appropriate enough to evaluate the performance of a
company.
More recent research on startup and new venture performance evaluation is focusing on
more qualitative aspects of the business. One of the most underlined factors impacting
startup performance seems to be related to the founder of the venture. The characteristics of
the founder, such as education, prior experience, age and expertise (Wu, 2007; Arvanitis and
Stuchi, 2012; Prasad et al., 2015; Miozzo and DiVito, 2016) are critical aspects for the new
venture performance, since they translate into strategic assets for the business by developing
strategies and coordinating the resources. Furthermore, the capabilities of the founder serve
as critical resources towards the creation of the competitive advantage and the early growth
of the startup (Protogerou et al., 2017). However, research shows that proactiveness (the
ability to seek and identify opportunities and take appropriate initiative) has a limited impact
on performance – too much will affect the focus of the entrepreneur and unnecessary
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prolong time-to-market (Shan et al., 2016). Research, also, shows that founder-manages
ventures are associated with higher financial performance and are more likely to survive an
initial public offering (He, 2008).
Human capital has become a paramount asset to startups and new ventures, since it a highquality manpower is able to quickly absorb market and technology knowledge and, also,
create and transfer such knowledge into technological information in order to foster
innovation, thus achieving performance (Romjin and Albaladejo, 2002).
Besides the available human resources within the startup, recent entrepreneurship research
points towards to dimensions important nowadays for the performance of startups: the
business model and the approach towards to business, in other words framework and
process. In recent years, the business model chosen by some successful startups has changed
the way some industries conduct business (Uber, AirBNB, Dropbox, etc.), even though the
business idea in itself was not very novel or innovative. Futterer et al. (2018) show that a
well-designed business model is an enabler of venture performance. This is building upon
the research of Zott et al. (2011) who considered that innovation regarding business
modeling has become a cornerstone of startup performance.
The approach towards business is emphasized in the research concerning effectuation vs.
causation as key of firm performance (Futterer et al., 2018). Studies show that effectuation
has a positive impact on performance (Read et al., 2009). Approach towards business is also
taken into consideration when looking at the entrepreneurial and market orientation of the
startup. The entrepreneurial orientation evaluated the velocity with which a new venture
explores the new opportunities offered by the market, while the market orientation deals
with the implementation of the marketing concept. Both of these are directly related to firm
performance. Furthermore, the ties and access to the external environment, such as social
and business networks, resources and information available to the venture as a result of its
location and business network structures, contribute to the manner in which the two
orientations influence performance (Boso et al., 2013). The connection between the two
orientations is given by fact that high marketing capabilities have a greater impact on new
venture performance as the entrepreneurial orientation (Martin and Javalgi, 2016), since the
entrepreneurial approach fosters a high appetite for risk-taking, which reduces the survival
prospects of a startup, hence its performance (Hyytinen et al., 2015).
Another important aspect affecting firm performance is innovativeness – a high innovation
speed is an impact factor to performance. According to the research of Shan et al. (2016)
innovativeness has a negative relationship to innovation speed, as well as a high risk-taking
appetite, which reduces the innovation speed.
In conclusion, startup performance may be evaluated by quantitative metrics, however,
nowadays business environment circumstances ask for a broader perspective on
performance evaluation and a more qualitative approach. The resources of the entrepreneur,
the willingness of external partners to collaborate, the design of the business model and the
innovation speed the venture are becoming key elements of business performance. This is
ever more important since research shoes that startup resources on their own do not
influence directly performance, but only through the dynamic capabilities, meaning the
ability of the startup to integrate, build and reconfigure internal and external resources and
competencies as means to address changing business environments (Wu, 2007).
Methodology
This literature review on how startup and new venture performance is evaluated is meant as
a support for further research on how startup accelerators evaluate the performance of
startups they support. The present paper is presenting the manner in which the most relevant
Romanian accelerators evaluate startup performance in order to accept them in the
acceleration program.
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The selection of the startup acceleration programs was made using the following criteria:
 Location: Romania;
 Type of startup support organization: startup accelerator;
 Activity: the acceleration program had at least a startup cohort within the last 12
months before the publication of the article (June 2018);
 Admission: the acceleration program has at least an application form as admission
to the program.
The startup accelerators selected for the study are located either in Bucharest or in Cluj
county, two of the most entrepreneurial dynamic regions in Romania. The research was
conducted using publicly and online shared information by the startup acceleration
programs.
Case Study
In order to understand to which extent startup accelerators impact the performance of
startups it is important to understand how they measure performance. In order to achieve
this, the selection process needs to be analyzed and evaluated – in this case, it meant to
examine the type of information and achievements the startup accelerators require from the
startups for admission.
Table no. 1 provides an overview of the startup accelerators taken into consideration in this
case study. The selected Romanian accelerators have a good track record, meaning they
have at least one startup cohort who graduated the acceleration program, at least one startup
accelerated by them has raised investments during or post-graduation and they are preparing
a new cohort admission in the near future (less than 6 months from the publication of the
current article).
Table no. 1 Relevant startup accelerators in Romania
Criteria
Participants

Selection
process
Duration
Type of
support
offered

Investment
Location

Spherik
Tech-savvy
founders

Application
form
Interview
5 months
Mentoring
Bootcamps
Networking
Specialized
business
resources
1% equity
(negotiable)
Cluj

Startup Accelerator Name
Tech-Angels
Digital Catalist
Fund
CEE region
Tech savvy
New media and
founders with
founders
digital market
social
place
entrepreneurentrepreneurs
ship focus
Application
Application
Application
form
form
form
Aspire

6 months
Bootcamp
Mentoring
Consulting
Workshops
Training
Funding
N/A
Bucharest

ongoing
Investment
Expertise
Networking

up to 200K per
team
Bucharest

ongoing
Funding
Network
Bootcamp
Specialized
technical
expertise
50K per team
Bucharest

Techcelerator
Tech savvy
founders

Application
form
Interview
7 months
Mentoring
Bootcamp
Networking
Funding
First round: 25K
for 6%
Bucharest

Source: Authors’ own contribution

Most of the successful accelerators (Ceausu et al., 2017) in Romania are technology focused
or demand a strong technology business component from the startups they admit into the
program. This focus is grounded on Romania’s technological talent availability and
competitive education in this area.
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Startup selection and initial performance evaluation
Analyzing the application forms of the startup accelerators in Romania eight dimensions
have been identified that are taken into consideration in the admission evaluation (Fig. no.
1). Besides the obvious contact information, social media handles and profiles are asked for,
suggesting the online presence, profile and activity have become important aspects for the
entrepreneurial endeavor. Three out of the five analyzed accelerators require company
information, such as company description, and only one has as an eliminatory condition the
requirement that the applicant has an already incorporated company. For the same program,
also the age of the company is an important criterion.
The main sections, to which most questions are dedicated are the market information,
product, sustainability and team sections. These sections require from the applicants not
only descriptive, qualitative answers, but also quantifiable metrics such as market size,
number of users, month over month user / customer growth rate, time to market, current
income, monthly burn rate or number of employees.
The business model or revenue model along the alternative streams of revenue and the
current partnerships or the network the applicant has access to seem to be key aspects to
which accelerators dedicate attention. The team section explores areas such as expertise and
experience of founders, the roles of the team members in the startup, commitment of the
team and current team results. All applications require references for the applicant or the
team.
•Company registered name, company age, company overview / short presentation, vision, industry,
Company

Market

•Target market, market, need, market knowledge, customer profile, customer acquisition / retention, customer cost/benefit
•Market size, no. users, month over month user / customer growth rate, market share growth rate, market size, no. initial pilot users /
customers

Product

•Product description, status of product development, novelty / innovation level of product, unique selling point, competitive advantage,
milestones (past / future), validation of own solution, startup metrics for development
•Technology readiness level, intellectual property rights, time to market

Sustaina‐
bility

•Business / revenue model, partnerships / network, alternative revenue streams / drivers, business case, marketing / distribution plan,
potential for funding
•Current income, valuation (pre‐money), investment need, monthly burn rate, sales, current investment level

Team

•Name of team members, roles, expertise, experience, commitment, self‐evaluation of team (what skills are missing), team status,
applicant profile and skills, background, references / network, current team results
•No. founding members, no. shares per founder, no. employees / team members, age of team

•Reason to apply / product development, expectations, idea status / level of development
Motivation

Fig. no. 1 Admission evaluation criteria of Romanian startup accelerators
Source: Authors’ own contribution

The motivation section surveys mostly the expectations of the applicant with regards to the
acceleration program and only a couple of them also require an insight into the motivation
for the product development.
Conclusions
The recent research on startup and new venture performance review brings us to the
conclusion that in current business and technological context the initial premises of a
startup, meaning, resources (both human and financial), external factors or business
environment, access to networks, etc., does not have a prescriptive effect on the future
performance of the new venture. A far greater impact has the manner in which the founder
decides to act and the agility of the company to navigate through the dynamic business
environment. This calls for future research as to better understand what how this agility may
be trained and attained within startup acceleration programs.
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With the literature review conclusions at hand, the evaluation of the application process of
Romanian startup accelerators brings two main findings in the foreground:
 the requirements for admission into the acceleration program focus on the
understanding of the applicant / founder with regards to the market and the own
product, the development stage of the technology / product and on the selected
business model, and not so much on the capabilities of the founders and their ability
to pursue the venture, and
 there is little interest given towards how applicant will approach the development of
the startup – the entrepreneurial orientation.
Further research is needed to better understand two dimensions – first of all, how does the
present application process impact performance of startups within the acceleration program
and post-graduation and, secondly, how the application process may be improved as to
obtain better fitted startups for the acceleration process.
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Abstract
The Global Competitiveness Index lists the strengths and weaknesses of the countries. Since
regional disparities are also crucial in business administration and in macroeconomics for a
measure's success or failure, the investigated countries are assigned to an economic category
of countries later on in the GCI Parallels of the obstacles may be geographically illustrated
or localized. The strong heterogeneity of economic regions or categories is unlikely to allow
a consistent strategy for, for example, the European economy as a whole. It is assumed that
clusters can be formed in order to develop individual strategic plans for the respective
economic sectors.
Keywords
Cluster, Diamond Model, Porter, Competitiveness
JEL Classification
L16, L20, M11, O31

Introduction
This article attempts a possible combination of analysis of the Global Competitive Report
(GCI) with the Porter Diamond Model. This model illustrates in a more general way the
competitive factors of companies or institutions within a country. It is attempted to achieve
applicability of the Diamond Model in combination with the competitive factors measured
in the GCI. It is committed to identifying strengths and weaknesses of co-operating
countries and their economic sectors. This can serve to develop measures that will benefit
all co-operating countries and their economic sectors and bring about an improvement in the
situation.
1. Factors of competitive and innovative capacity according to Global Competitive
Report
The following factors influencing competitiveness and innovativeness are seen by the
European economy across all country categories after evaluation of the Global
Competitiveness Index (figure No.1):
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• Financing is needed in all sectors of European industries to be competitive. Unfortunately,
it is more difficult for start-ups and smaller companies to obtain credit than for larger
companies with the same profitability (European Commission, 2014, pp. 23-26).
• Innovations: Competitiveness is fueled by innovations in efficiency and science, leading
to highly skilled workers (European Commission, 2014 p.28).
• Public administration: Competitiveness requires cost reduction and transparency in
public-sector transactions. Greater public-sector performance will lead to more growth in
private-sector companies. Cumbersome and costly tax rules, unstable legal systems and
corruption are the most damaging to private sector growth (European Commission, 2014
p.52-53).
• Access to foreign markets: Small and medium-sized enterprises must be supported in
international markets. They are less likely to be abroad and therefore can participate less in
the overall market there. Regulations that support the business environment and support
access to capital markets and knowledge while increasing profitability and promoting
efficiency help these companies to export (European Commission, 2014 pp. 47-48).
• Innovation and energy prices: Innovation is often accompanied by energy expenditure
(Hauschildt, J., Salomon, S., 2011, p.362). Energy prices in the EU are the highest in the
world. This has negative effects on competitiveness. The developments in energy efficiency
have yet to compensate for rising energy prices. Therefore, efficient energy markets are
crucial for a competitive price (European Commission, 2014 p. 37).
Better consideration of the competitiveness of the entire European (EU and non-EU)
industry is possible using the index parameters of the Global Competitiveness Report 20142015. This index is divided into three subindices, which include the following factors:

Fig. no.1. Factors of competitive and innovative capacity
Source: The Global Competitiveness Index Framework, 2014-2015

Subindex 1: Basic Requirements and Needs
The prerequisites that form the basis of every functioning economy are considered to be the
basis of action. Without the fulfillment of these standards, a country cannot be further
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developed. They play a role as a guarantee of stability and serve as the foundation of any
further action. The basic requirements include the following measurable factors:
• Institutions
• Infrastructure
• Macroeconomic environment
• Health and primary education.
The term “institutions” is summarized as: property rights and protection of intellectual
property, distribution of national wealth, trust in politics and legal system, fight against
organized crime, business ethics and anti-corruption, investor protection, compliance with
standards. “Infrastructure” includes the quality of transport and communication routes as
well as the supply of electricity. The “macroeconomic environment” represents the gross
domestic product, the public budget and the inflation rate as well as the country grading. In
the “health and primary education system”, the rates of malaria, tuberculosis and HIV as
well as the mortality rate of newborns and life expectancy are shown. Furthermore,
registrations in primary schools and the quality of primary education are assessed.
Subindex 2: Efficiency enhancing factors
Efficiency-increasing factors can be considered to be those which already give to the
existing basic structures an improved form and ensure that resources do not remain unused,
but that they are managed profitably and in a long-term oriented manner. They serve to
update and pass on market-specific knowledge to the actors and to adapt the countryspecific conditions to constantly changing market needs. They are to be listed as follows:
• Higher education and training
• Goods market efficiency
• Labor market efficiency
• Financial market development
• Technological maturity
• Market size
Higher education and training includes the assessment of second and third forms of
education, as well as the accessibility and quality of mathematical and academic teaching
and management education. In addition, Internet access in schools and staff training are
assessed. Goods market efficiency refers to the local competitiveness of goods, market
power, anti-monopoly regulations, taxation on investment incentives and profits (Săvoiu &
Siminică, 2016). Furthermore, this factor provides insight into the assessment of the steps
and days needed to start a business, costs of agricultural standards, trade barriers, power of
foreign ownership, impact of directives on foreign investment, customs clearance,
percentage of imports in relation to GDP, Buyer experience and strength of customer
orientation. Labor market efficiency provides information on the cooperation between
employers and employees and whether flexible wage systems exist? Hiring and dismissal
behavior as well as dismissal costs, continued salary payments, effects of taxes on work
incentives, cost and productivity relationships, trust in management, possibilities to attract
and retain talent as well as the gender ratio in the labor market.
Financial market efficiency: Availability and affordability of financial services providers,
local financial marketability, access to bonds, availability of debt capital, banks' reputation,
regulation of the financial markets, capital investor rights.
Technological maturity: Access to the latest technology, corporate technology levels,
foreign investment and technology transfer, Internet consumption, Internet connectivity,
mobile network strength. Market strength is the size of the domestic market, accessibility to
foreign markets, gross domestic product and exports in relation to the gross domestic
product.

724

New Trends in Sustainable Business and Consumption

Subindex 3: Innovation and Sophistication Factors
The following and last measurable factors represent the extent to which an economy is in a
position to develop new ideas in addition to pure added value and to establish itself globally
as a development location. Here are the following factors:
• State of development of the economy
• Innovation (World Economic Forum, 2016), (European Commission, 2015)
The state of development of the economy is measured by the number and quality of local
providers, the use of competitive advantages and the control of international distribution,
marketing strength and willingness to share knowledge. The innovation sub-index is
measured by the access to innovation, quality of scientific teaching, corporate spending on
research and development (R&D), collaboration between companies and universities in
R&D, transfer of advanced products by the government, availability of engineers and
scientists, number of patents.
2. Factors of the Diamond Model by Porter
To investigate how the indicators of the GCI combined with Porters Diamond Model
respectively the indicators of the GCI can be assigned to the respective Porter's
determinants. The determinants of the Diamond Model are broken down as shown in figure
No.2:

Strategy, structure
and competition

Fortuity

Demand
conditions

Factor conditions

Related and
supporting industries

Government

Fig. no. 2. Determinants of competitiveness (Porter 1990)
Source: Endres, 2008

Factor conditions:
• Human resources
• Material resources
• Intangible resources (know-how)
• Capital resources (access to capital)
• Infrastructure.
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Porter points out that advanced factors, called human and physical capital, are more
important than natural resources because they can paralyze, from less innovative pressure
Porter, 1991, p. 149).
Demand conditions
Porter distinguishes between quantitative and qualitative demand. The quantitative demand
provides information about the market size and potential market growth of a region.
Qualitative demand determines the level of claim of the committed market. Domestic
quality improvements of a product can not be offset by foreign competitors in the long term
by price advantage (Porter, 2014, p.284).
Related and supporting industries
Closer upstream and downstream industries promote rapid communication with each other
and bring innovation synergies with them. A strong supply industry supports and accelerates
the downstream production process. At the same time, synergy effects are achieved when
related industries use the same technologies or jointly develop existing technologies and
processes, thereby achieving economies of scale and scope (Macharzina,Oesterle, 2002, p.
70).
Strategy, structure and competition
• Corporate and management models
• Leadership styles and organizational structures
• Domestic competition as an incentive to internationalize.
The leadership structure prevalent in a company is decisive for the degree of innovation and
the speed of a company. Medium-sized companies can often decide faster than a large
corporation which measures will be implemented in the future. In authoritarian or
compartmentalized markets, regulatory action is more rapidly decided and implemented
than in Western open market democracy (Boettcher et al., 1992, p.226).
3. Classification of the sub-indices into the Diamond Model by Porter
The evaluation criteria of the GCI sub-indices are assigned to the respective determinants
according to Porter as shown in figure no.3.
If one leads the determinants and the evaluation criteria to each other one shows that they
are less possible to delineate in the sub-indices, but the evaluation criteria
within the determinants. It can be seen that all listed ranges of sub-indices can be integrated
into Porter's diamond model. Thus, above all, the non-state factors can certainly be
measured and strategies derived to overcome existing obstacles and expand strengths. A
combined analysis of the two analyzes allows for a macro-strategic view of competitiveness
and its fields of action in different countries and categories.
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Factor conditions
From GCI Subindex 1:
- Institutions
- Infrastructure

From GCI Subindex 2:
- Higher education and training
opportunities
- Macroeconomic environment
- Financial market efficiency
- Health and primary education
Demand conditions

From GCI Subindex 2:
- Product market efficiency
- Technological maturity
- Size of your own market

From GCI Subindex 3:
- Degree of innovation

Related and supporting industries
From GCI Subindex 2:
- Labor market efficiency

From GCI Subindex 3:
- Degree of innovation

Strategy, structure and competition
From GCI Subindex 2:
- Higher education and trening
- Product market efficiency in the sense of customer orientation
- Labor market efficiency
State
From GCI Subindex 1:
- Institutions
- Infrastructure
- Macroeconomic
environment

From GCI Subindex 2:
- Product market efficiency
- Labor market efficiency

From GCI Subindex 3:
- Degree of innovation

Fig. no. 3. Classification of the sub-indices into the Diamond Model by Porter
Conclusions
It is assumed that the respective strengths and obstacles in cross-border economic clusters
are similar and therefore a catalog of measures for this cluster can be developed to remedy
the situation. If no uniform picture emerges in a cluster, measures must be developed which
can bring about the respective changes in the individual countries within this cluster. In his
work, Benner clearly states: "Cluster policy is characterized by the targeted use of measures
of various sub-policies that explicitly or implicitly, directly or indirectly consciously pursue
the goal of long-term influence on sectoral and spatial economic structural change." Benner
(2012, p. 85). However, the determined change approaches should be broken down to
standard corporate measures and the required political influence should be kept as low as
possible in order not to become too politically dependent on action.
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Abstract
In the current economic context, marked by increasing competitiveness, the permanent
adaptation to change is a necessity. The change starts, first of all, with removing barriers of
any kind and, further, with the dynamic nature of consumers’ requirements.
Due to the need to adapt to change, in the IT field, the term “agility“ has turned into a true
working method. The agility principles have revolutionized this industry that has undergone
faster and more profound transformations than any other field in recent decades. Currently,
these apply to numerous other industries, with clear evidence of their main benefits.
The mere introduction of new products and services is not enough anymore, the emphasis is
now on differentiation, and the brand is one of the main tools in this respect. A careful and
efficient management of the brand, especially at the level of agile companies, can provide
the necessary conditions to obtain success by attracting and retaining customers, through
creating strong emotional ties with them.
The current article aims to review the context in which brand management supports agile
companies in their development and provides two concrete examples in this respect,
addressing two strong companies in different fields (Hermès and Singapore Airlines).
Keywords
Brand management, performance, agile companies, competitiveness
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Introduction
The world is rapidly evolving, and the global society has a highly accelerated growth pace,
with any kind of border being phased out gradually. Change has become a constant, and the
competition between companies is becoming fiercer and fiercer, so differentiation is
currently a necessity. Most companies operate in extremely dynamic environments, so they
do not need only new products and services, but also innovation in terms of functional
processes, especially with the rapid spread of new software tools.
The “agility“ concept as a company’s attribute has emerged in response to the demands of
modern businesses to operate predictably even when facing extreme complexity. In
particular, software development organizations have created a specific set of techniques,
known as agile methods, in order to address issues related to changes in requirements,
uncertain results caused by technological complexity and uncertain system dynamics due to
the global complexity of the system. As with complex adaptive systems, the results or
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products of agile organizations are inherently unpredictable, but ultimately form a pattern,
an easy-to-identify model. However, despite the unpredictability, agile companies are
considered to be best placed to take advantage of hyper-competitive external environments.
Moreover, those organizations that create an environment where the principles of agility are
successfully applied can easily accelerate innovation.
Although initially used specifically in the IT field, with the development, change and
adaptation of businesses to the existing context, agile methodologies are adopted more and
more often in human resources or marketing departments and, further, at the level of the
whole organization.
The brand is currently an extremely important element when it comes to differentiation.
Brand management has become a subject of increasing interest, defining new strategic
directions for gaining competitive advantages by attracting customers and their trust.
Agility, a way to success
In the current business environment, innovation is a key element, perhaps even a critical
one, for the success of any company. For many entities, innovation is now linked to agility,
the latter being an increasingly used term in business, which defines a company’s ability to
rapidly respond to change by adjusting its initial stable configuration. (Wieland and
Wallenburg, 2012) This requires immediate adaptation to market and environmental
changes in an as productive and cost-efficient way as possible. An agile company is an
extension of this concept and refers to an organization that uses key principles of complex
adaptive systems and complexity science in order to achieve success. (Dyer, Ericksen, 2008)
Change becomes a routine of the organizational life, reducing or even eliminating the
“trauma“ usually experienced by many companies trying to adapt to new markets.
Until recently, in business, agility referred to a set of management practices relevant to
software development, its initial supporters being developers of such IT products, and there
was also a document that underpinned this new trend – “The Software Development
Manifesto“ (2001). Starting in 2016, after being recognized by Harvard Business Review,
McKinsey & Company and the 2015 Learning Consortium Project, this concept has rapidly
spread to all parts and types of organizations. (Forbes, 2016)
Agility as a global move is the only way organizations can deal with the consumer-oriented
turbulent market, giving themselves the chance to successfully manage continuous changes.
Agility makes companies grow and succeed in a volatile, uncertain, complex and ambiguous
world. (Mcintyre, 2018) The emphasis is on individuals and interaction rather than on
processes and tools, on working with clients rather than just negotiate contracts and, most
important, on reacting to change rather than following a plan.
A company undergoing an “agile transformation“ can respond, adapt and change in a
reactive way without losing its vision on the ultimate goal. Agile methodologies are
essential to keep the company active and face ever-increasing competition, to bring new
products on the market ahead of rivals, and implement new business or marketing strategies.
Agility can be viewed from two perspectives: that of software used to develop a product in
short incremental iterations and that of changing the way of thinking and the company
culture to improve team efficiency and collaboration. The first approach allows for faster
feedback to ensure that, when products are built or created for the market, changes can be
identified faster to meet the needs of consumers (unlike traditional approaches involving
much initial planning); the agile approach uses continuous planning and prioritization of
requirements. A second way to use agility is to focus on team communication, selforganization and collaboration to deliver the best possible solutions, through planning and
lifelong learning meant to ensure that processes are constantly improved.
In the view of some specialists (Stacey, Griffin, Shaw, 2000), an architecture that supports
agility could be a non-hierarchical organization without control points, in which individuals
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operate autonomously, but permanently interact to define the vision and goals, to maintain a
common understanding of requirements and to monitor everything that needs to be done.
The roles and responsibilities of the staff are not predetermined, but rather arise from their
self-organizing activities, and important decisions are taken on a participatory basis, on the
spot. Thus, knowledge, power and intelligence are spread throughout the entire company,
making it uniquely capable of rapidly recover and adapt to the loss of any key component.
According to Harvard Business Review, agile methodologies involve new values,
principles, practices and benefits, and represent a radical alternative to the command and
control management style, spreading rapidly across numerous industries. Agile approach not
only accelerates profitable growth, but also helps create a new generation of skilled,
experienced managers. (Rigby, Sutherland and Takeuchi, 2016)
Interaction, self-organization, co-evolution are concepts taken from the complexity science,
that can help defining of some of the processes that take place in an agile organization.
Interactions represent exchanges between individuals who share the same vision and possess
the resources, behavior, skills and experience required in an aggregate. These are an
important driving force for agile organizations, because new ideas, products, services and
solutions are born from the multiple exchanges that take place over time. Interactions, are
the determinant factors of innovation and change in such a company.
Self-organization describes spontaneous feedback-based exchanges, commonly found in
agile companies. The vital initiatives within these companies are not always managed by a
single person, but rather collectively, without influences from external sources. Creativity
and innovation resulting from this self-organization process give agile companies advantage
in (re)developing products, services and solutions for a highly competitive market.
Co-evolution is a key process letting an organization learn from experience and adapting
itself. Agile organizations are constantly evolving in connection with and in response to
external environmental factors. Products and services are constantly changing as, once
launched, they encounter competition products, regulators, suppliers and customer responses
that force adaptation.
In business, projects may be complex, with uncertain results and goals that can change over
time. Traditionally, planning experts are managing such problems, trying to determine every
possible detail before implementation; in many situations, even the most carefully thought
projects are impossible to manage. Agile techniques coming from the software development
community represent an alternative approach to classical approaches of prescriptive
management planning. The primary purpose of agile methods is to address issues regarding
complexity, uncertainty and dynamic objectives through parallel planning and execution,
rather than doing them in turn, to eliminate unnecessary planning and unnecessary work.
Agile companies need to be quick and flexible, respond promptly to unexpected obstacles,
encourage change, stay in touch with customers and have ongoing competitive advantages,
but also have a linear organizational structure for fast communication. (Mcintyre, 2018)
They adapt goods and services according to the requirements of consumers, but also to
changes in the business environment, and capitalize human resources.
Brand management as a tool for agile companies
With time, brand has become an increasingly important element for companies, and a
positive brand image can ensure success and keep it, notably by increasing customer
confidence. In the current global context, brands are ubiquitous and mark the economic,
social, cultural, sports or even religious aspects. Branding is more than simply naming
products and printing a label with the company’s logo on products; it is a consequence of
the market segmentation and product differentiation strategy and requires long-term
involvement and a high level of resources and skills. (Kapferer, 2004) Correct and efficient
brand management supports the creation of strong emotional ties with consumers, bringing
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important competitive advantages, especially for agile companies that are constantly looking
for new solutions to adapt to market changes. Major companies in different fields, advocates
of the agility principles, such as Hermès and Singapore Airlines, apply brand management
strategies differently, creating their own “success recipe“.
Considering the success factors of an international luxury products brand
Hermès International, also known as Hermès of Paris, the French brand of luxury products,
has been frequently cataloged as the most valuable luxury brand in the world, seen as a
combination of heritage, rich history, craftsmanship, attention to detail and a high level of
quality and professionalism throughout the entire manufacturing process. It was founded in
1837 by Thierry Hermès, in the form of a harness workshop addressed to the French
nobility. Over time, the scope of activity and product range have been greatly expanded. In
1918, Hermès manufactured the first zipper leather jacket for the Prince of Wales.
Accessories and clothing have been introduced into the product range starting in 1920, then
the first perfume, Eau d’Hermès in 1949, and watches in 1970. Throughout the 1990s,
Hermès has extensively followed a strategy of reducing the number of franchise stores by
purchasing them. As a strategic move, the company was listed on the Paris Stock Exchange
in 1993. Moreover, according to the BrandZ top, produced by Millward Brown in 2015,
Hermès is the second most valuable luxury brand, worth $19 billion, after Louis Vuitton
($24.7 billion). Currently, its product range includes leather items, lifestyle accessories,
jewelry, watches and fragrances, the first ones contributing in the highest proportion to the
company’s revenue, followed by clothing and accessories, then perfumes. Globally, there
are 307 Hermès stores with 50 production units.
The brand philosophy can be defined by the words of the former CEO, Jean-Louis Dumas –
“there is no image policy, but a product policy“. (MartinRoll, 2018) It is all about quality
and refinement, so Hermès has always avoided mass production, production lines and
outsourcing; the basic principle is that each product must reflect the work done by the
craftsman. The current CEO, Axel Dumas, also asserts that the main strength of the brand is
the love for craftsmanship. Aall these principles have remained firm in the evolution of the
company in over 180 years of history and the brand principles have never been “diluted“.
Behind quality and uniqueness, Hermès strives to maintain its exclusivity, extremely
important in the company’s vision, and does not promote its brand and products as mass
luxury, and not even premium luxury. As a result of these principles, the company does not
have a marketing department; it relies on intuition and creativity, so everyone in Hermès is
also responsible for marketing.
Communication and marketing strategies always remain consistent with the principles of
exclusivity and tradition. Marketing campaigns celebrate the Hermès life and do not target
the direct sale of products. Marketing through content and social media platforms are used
in an interesting way in all marketing and communication campaigns.
Hermès significantly invests in TV spots, prints, online videos in order to promote the
different collections at different times of the year, and also selectively in mobile advertising
to target the rich readers of the various publications that contain the company’s printed
adverts.
Key elements for a strong brand management within an international services
company
Singapore Airlines is one of the most powerful brands in Asia, being, at the same time, one
of the most profitable global airlines with a reputation of trendsetter in the industry. The
reasons for its success are numerous, most of which are related to the brand’s strong
management, its healthy development following a dedicated, professional brand strategy.
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The Singapore Airlines brand has been essential for the company since its inception and
represents one of the most important case studies in Asia for other brands. Unlike many
other Asian companies, the board of directors is committed to managing the brand strategy.
Singapore Airlines ranked 33rd among the world’s most admired companies (the only
Singapore-based brand in the top made in 2017 by the Fortune magazine and the best
positioned Asian company). Singapore Airlines was also named the best airline in the
Asia-Pacific region within the TripAdvisor Travelers’ Choice 2017 Award, the first airline
in Asia and the third in the world accredited by the International Air Transport Association
with IATA Operations Safety Audit – operations safety audit. (MartinRoll, 2017)
Singapore Airlines has always relied on a brand-based products and services differentiation
strategy, innovation, the best technology, quality and excellent customer service being the
major engines of the brand, values that were kept over time. It has been a pioneer in terms of
numerous in-flight experiential and entertainment innovations. This was the first airline to
introduce a selection of food, free alcoholic and soft drinks, free headphones, warm towels
with a unique scent, entertainment systems and on-demand video service in all cabins. In
recent years, they have been working more and more intense to differentiate the brand
experience by offering additional benefits during the flight.
One of the main consumer strategies is that of providing the best flight experience,
inclusively by offering familiar flavors to make them feel at home. The Singapore Airlines
menu includes authentic Fujian jasmine tea, green tea from Japan and masala from Assam;
menus are specially created to reflect the culinary influences of the regions to which they
fly. Singapore Airlines also ensures that its certified sommeliers are available during flights
to advise passengers on the art of choosing wine according to the type of food.
With respect to technology, Singapore Airlines still owns one of the youngest aircraft fleets
among all major air carriers and respects its strict policy of replacing older aircrafts with
newer and more efficient models in terms of consumption. In April 2017, its fleet consisted
of 106 aircrafts, the average age being 7years and 8 months. The company has always been
in the top in terms of delivering new types of aircrafts (Boeing 747 jumbo jets or Boeing
777), and the first to fly with an Airbus Super Jumbo A-380 in 2007 (the first flight was on
the Singapore-Sydney route). (MartinRoll, 2017)
Singapore Airlines has a very well-established strategy, through which it seeks to always be
the world’s first airline to constantly improve the brand experience. For example, in October
2006, it introduced the world’s largest chairs to the First and Business classes, which turn
into completely folding beds; this innovation has produced a real revolution on the market
as comfort in air travel has never been led to such a level. Singapore Airlines is investing
heavily in the research and development activity, in innovation and in technology as an
integral part of the business strategy to further differentiate from competition.
The uniform of Singapore Airlines flight attendants are also part of the brand experience.
The “Singapore Girl“, the gentle, friendly flight attendant dressed in sarong kebaya (a
special version of the traditional kebaya, specifically designed for the airline by the French
designer Pierre Balmain) has turned into a real symbol, almost with a mythical status, for
the Singapore Airlines brand, representing the Asian values, the hospitality and can be
described as being gentle, warm, caring, serene and stylish. This image became so strong
that in 1993, Madame Tussaud’s London Museum decided to expose the “Singapore Girl“
as the first commercial wax figure. Obviously, the “Singapore Girl“ has contributed to the
image of the entire country itself. (MartinRoll, 2017)
To ensure that brand experience is delivered in a complete and consistent way, Singapore
Airlines is conducting one of the most complex and rigorous recruitment and training
programs for its crews. The program for new members takes 15 weeks, three times more
than industry-specific programs. Even though other airlines have followed strategies based
on services and high quality, none have managed to reach Singapore Airlines’ level of
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consistency, commitment and true transposition of the brand in every aspect. Singapore
Airlines has managed to maintain its brand advantage by being consistent in brand strategy;
this position is difficult to keep in a cyclical industry where competition seems to react daily
to performance changes. Normally, there must be a long-term perspective in order to avoid
short-term, spontaneous decisions that “dilute“ the brand.
In theory, the Singapore Airlines brand strategy is one with significant costs; every benefit
of the brand requires significant investment, careful management and detailed
implementation programs to meet the brand promise. Singapore Airlines has carefully built
a financial and fixed costs structure that allows continuing investment to support the brand
while challenging competitors in terms of costs. First of all, the strong financial situation,
especially on cash-flow, allows internal financing of purchases of new equipment and
aircrafts and limits interest costs. Singapore Airlines is not locked into long-term lease
agreements and can thus easily accommodate newer and more efficient equipment that
minimizes maintenance costs and avoids interruption of aircrafts. A second major advantage
of Singapore Airlines is the age of the fleet; maintaining the youngest generation of aircrafts
offers the company the opportunity to have some of the lowest fuel costs in the industry.
This is extremely important since about 40% of the total costs of an airline are derived from
fuel. In addition, Singapore Airlines carefully covers up to 60% of the fuel necessary two
years in advance to avoid cyclical and often high volatility of fuel prices. (MartinRoll, 2017)
Singapore Airlines is one of Asia’s best-known and performing brands and one of the few
consistent players in an industry where old and stable brands strive to survive. Over the
years, it has not only developed its own brand, but it has also contributed significantly to the
Singapore brand from the nation’s perspective. About 50% of the airline’s customers are
transit passengers not migrating to Singapore, but, following the company’s experience,
they are able to outline a general perception of a service-oriented, efficient, clean and
caregiving country, attributes that also derive from the company’s brand elements. In short,
the strong incorporation of the positioning and commitment to brand inside Singapore
Airlines has given the company the chance to successfully compete in the current context.
Designing a brand management model based on a SWOT analysis
The following table presents the SWOT analysis of both studied companies, allowing a
comparative highlighting with respect to performance regarding brand management.
It is worth noting that the main common feature in terms of development and promotion is
that both companies rely intensively on creativity and innovation to gain sustainable
competitive advantages.
Additionally, although the object of activity of the two companies is different and there are
also notable differences regarding the approach of the brand management, both have
succeeded in successfully creating globally well-known brands, capable of addressing and
satisfying such diverse needs and preferences of customers around the world.
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Table no. 1 Hermès and Singapore Airlines – a SWOT analysis of brand management
Hermès

Singapore Airlines

Strengths
 Quality due to craftsmanship and attention to
 One of the most famous and performing
details;
brands in Asia;
 Portfolio that includes prestigious luxury
 Services that address a wide range of
brands;
consumer types;
 One of the youngest aircraft fleets in the
 Unique or limited edition products;
world;
 Employee training in the spirit of the brand’s
values;
 Favorable image of the brand;
 Launching the same collections all over the
 Extremely complex, rigorous recruitment
and training programs for crews;
world;
 The Hermès heritage represents the strongest
 Service differentiation strategy based on
distinctive feature of its brand basic identity;
brand, innovation, quality and technology;
 Favorable image of the brand;
 The board of directors is dedicated to
managing the brand strategy;
 The second most valuable luxury brand;
 Providing familiar flavors during flights;
 Innovative spirit in all areas in which they
are involved;
 Attention for details;
 Collaborations with designers;
 Focus on consumer experience;
 Focus on sustainability;
 Numerous sustainable actions;
 Significant investment in advertising (TV
 High investment in innovation and
technology (the company is recognized as a
spots, prints, online videos);
trendsetter in the aviation industry);
 High investment in innovation (among the
top 100 most innovative companies in the
 Pioneer in terms of innovations that offer
new experiences during the flight.
world according to Forbes).
Weaknesses
 Extremely high prices;
 Significant dependence on international
traffic;
 Limited distribution;
 Problems with demand fluctuations, due to
 The lack of a marketing department.
lower capacity compared to Chinese
companies, for example;
 Perceived as a luxury, expensive company.
Opportunities
 Increasing consumers’ level of education;
 Increasing the number of served routes;
 Opening new subsidiaries in several areas of
 Focus on new or emerging markets;
the world;
 Conquering new markets;
 Possibilities of expanding the product
 Stimulating creativity, innovation and
nomenclature;
excellence in quality;
 Improving the image of its own brands;
 Possibilities for concluding alliances,
advantageous agreements.
 Promoting young designers.
Threats
 Direct and indirect threats from competitors;
 Economic crisis;
 Emergence of similar products on the market;
 Competition from the low-cost segment;
 The adoption of restrictive legislative or
 Changes in consumer behavior;
regulatory norms, with unfavorable impact;
 High costs for maintaining the brand
strategy.
 Economic recession.
Source: own research

Starting from the example of the brand strategies used by the two well-known studied
companies, we can build a brand management model that will provide some directions for
achieving performance in this respect (see fig. no. 1):
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Fig. no. 1 Substantiation of a brand management model
In order to capture the consumer’s attention, an agile company develops an innovational
strategy around its brand, including the products and services, whose high quality is
supported by technology and attention paid to sustainability. All these require investments
in training for the staff, building a charismatic public image, and ensuring efficient
distribution.
Conclusions
The profound changes in the global economy over the last decades have increasingly
intensified competition, so that all companies must constantly adapt to change to succeed.
The supply of products and services needs to be changed in order to meet consumers’ needs,
but, moreover, new ways to attract and retain them in the long run must be found.
Using the principles of agility, initially developed in the IT field, provides the necessary
framework for adapting a company to the dynamics of the current society, so that more and
more of them, regardless of the field of activity, turn into agile companies. In the context of
a growing need for differentiation, agility is successfully intertwined with brand
management as an element that can, at any time, contribute to the achievement of important
competitive advantages that emerge from the consumer’s emotional approach. The brand
acts as a promise of the quality and the values of the companies, and even the smallest detail
can bring added value to the offer.
Strategies adopted by agile companies for brand management are among the most diverse
but, as it can be seen in the case of Hermès and Singapore Airlines, companies with tradition
in different fields of activity, they are based, first of all, on the careful development of a
brand image, but, above all, on keeping it alive in the minds of consumers. Beyond
continually improving the quality of the offered products and services, the two companies
focus on exclusivity (Hermès) and technology (Singapore Airlines).
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Abstract
The subjects related to business, taught in higher education institutions, require from
students certain natural inclinations and certain types of intelligence. The areas a business
specialist is to be prepared for greatly vary in terms of needed skills and cognitive processes.
As such, based on the wide accepted theory of multiple intelligences issued by Howard
Gardner, a quantitative research was deployed among students of Business and Tourism
Faculty of Bucharest University of Economic Studies. Our aim was to identify the profile of
Business and Tourism students in respect to the types of intelligence they are characterized
by. Differences between genders were noticed in respect to logical/mathematical
intelligence and high interpersonal intelligence was a common factor for the general studied
population.
Keywords
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Introduction
The traditional and still actual way of assessing the capabilities of students and, sometimes,
of employees’ capabilities is by testing theoretical knowledge in the fields of logical –
mathematical sciences and literature – languages literacy or their IQ (Gardner, 2006). The
baccalaureate exams evaluate the capacity of students to memorize information and to solve
problems of vocabulary, foreign languages understanding and/or sciences proficiency.
Nevertheless, linguistic or logical/mathematical intelligence – the ones that officially “tag”
the value of a student, does not necessarily imply that the respective person will be an
excellent employee, regardless of the tasks he/she is required to perform. According to
Howard Gardner (1993; 2006), people are characterized by a sum of different kinds of
intelligence, present in various degrees: logical-mathematical, linguistic, spatial, musical,
bodily-kinesthetic, interpersonal, intrapersonal, naturalist and existentialist intelligence.
Even if Gardner (1993) never intended to apply multiple intelligence in education, many
teachers use that theory to adapt their courses according to student’s intelligence.
According to Cerutti (2013), the theory of multiple intelligence represents an anatomical
map of the mind, but the theory doesn’t detail how the mind processes the information.
Nevertheless, there is extensive research leading towards the conclusion that there are
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distinct neural connections specific to each type of intelligence, with certain implications for
education (Shearer & Karanian, 2017).
Various activities require various facets of the intelligence and studies have shown that
companies oriented towards learning and improving are the ones that exploit the assets of
the individual, while improving the latent ones (Kline & Saunders, 2010).
The purpose of all education systems is to prepare the individual for being integrated into
society and for being accepted as a fit “wheel” in the labor market mechanism. Hence,
education and training should address, as much as possible, all those types of intelligence
required by the domain the individual is to be integrated within, both socially and
professionally. The current paper aims to understand the profile of students enrolled into
business bachelor program of Bucharest University of economic studies, by investigating
their dominant types of intelligence, in order to better understand their needs in what
concerns teaching materials and methods.
Linking performance in business with intelligent education
Research about human mind and the capacity of learning and applying knowledge
efficiently for solving tasks and situations is very reach. Various theories have been issued
about individual intelligence, learning styles, cultural influences upon cognition and their
relation with the success in education. Nevertheless, they all are facets of the same
phenomenon – human develop individual patterns of thinking, learning and making
decisions in response to their unique set of physical and socio-cultural experiences and
circumstances they encounter and have to deal with and adapt to (Kozhevnikov et al, 2014).
Business environment, unlike for instance health and care or arts environments, requires
certain skills and knowledge. Thus, according to Martin (2018), linguistic intelligence is
required for conversational skills, writing reports and business presentations; logical
mathematical intelligence is useful for budgeting, project management, scientific facts based
and objective decision-making; visual intelligence helps in marketing and product design;
musical intelligence in recognizing and adapting the tone and volume of voices when
speaking; bodily kinesthetic intelligence may help at computer keyboard typing and
demonstrations about product functioning in front of customers; interpersonal intelligence is
needed in sales, managers as it is the ability to understand the needs of others and to
address these in the most appropriate manner; intrapersonal intelligence is important for
employees – and especially for management to understand and use their strengths, while
acknowledging their weaknesses and trying to improve these; naturalistic intelligence is
useful for understanding the effects of the business and of the products /services offered
upon environment, nowadays that there is a constant preoccupation for social accountability
and sustainability.
The success of higher education programs in business administration is therefore linked,
among other factors, with the intelligence profile students have. According to Gardner
(2006), leadership involves complex approaches and requires a combination of high
interpersonal, intrapersonal, logical-mathematical and spatial intelligence. It also depends on
the particularities of genders’ cognition, as these are found to be influencing various types
of intelligence. Thus, the female leaders score higher in linguistic intelligence than the
males, while the males prove to have higher levels of logical-mathematical intelligence
(Piaw & Don, 2014).
Research methodology and objectives
Although Gardner’s (1989) initial 7 types of intelligence list was enlarged to a 9 types of
intelligence list by adding the extra two: naturalism and existentialism, Gardner (2006)
himself calls for “caution” about this last one. From our point of view, existentialism - or the
intelligence of “big questions” as he calls it, is linked to intrapersonal intelligence since

739

BASIQ INTERNATIONAL CONFERENCE

great questions about existence and a superior Intelligence start from questioning and trying
to understand the inner self. As such, in our research about Multiple Intelligence patterns
among Business bachelor students, only the first 8 intelligences were taken into
consideration: linguistic, logical-mathematical, musical, bodily-kinesthetic, spatial,
interpersonal, intrapersonal and naturalistic.
To this purpose a Multiple Intelligence Checklist with 80 items addressing the 8 mentioned
categories of intelligence was printed and distributed to 214 students from the 3rd (last) year
of Business and Tourism Faculty within Bucharest University of Economic Studies bachelor
program. There were 158 female and 56 male respondents, reflecting the general structure
of Business and Tourism 3rd year students’ population. Students were required to assess
themselves against the checklist and to calculate their scores for each of the intelligence
types. The results were then introduced in Microsoft Excel and exported for being
statistically analyzed with Minitab.
The main objective of the research was to identify whether there is a pattern of the way
Business bachelor students’ intelligence types are combined, since students in the final year
already benefited from the training in business specific to a higher education institution and,
consequently, certain skills and types of intelligence have been challenged and improved.
Results analysis
We analyzed the general level recorded for each type of intelligence among the studied
population. The descriptive statistic was used in order to assess the mean of the genders, as
well as the median. As it can be noticed (table no.1), male students have both median and
average levels of logical mathematical intelligence higher than female students, while
surprisingly, linguistic intelligence scores low for both men and women.
Table no. 1. Descriptive statistics for the intelligence levels of genders
Variable
Gender Mean Minimum Median Maximum Skewness
logical math.
m
5.607
0
9
-0.62
6
interpersonal
f
5.203
0
9
-0.12
5
intrapersonal
f
5.139
1
10
-0.07
5
spatial
f
4.949
0
9
0.17
5
intrapersonal
m
4.929
1
8
0.04
5
interpersonal
m
4.839
1
9
0.04
5
bodily kin.
m
4.768
0
8
-0.04
5
musical
f
4.759
0
10
0.21
5
spatial
m
4.589
0
8
-0.44
5
bodily kin.
f
4.519
0
9
-0.25
5
musical
m
4.321
0
9
-0.11
4.5
logical math.
f
4.468
0
9
-0.06
4
linguistic
f
3.886
0
9
0.34
4
naturalist
f
3.804
0
9
0.4
4
naturalist
m
3.464
0
8
0.13
4
linguistic
m
3.768
0
7
-0.05
3.5

Kurtosis
-0.41
-0.61
-0.44
-0.38
-0.21
-0.57
-0.75
-0.68
-0.3
-0.55
-0.21
-0.9
-0.21
-0.36
-0.49
-0.32

Because only some of the skewness and kurtosis coefficients are very close to 0, we used
Kolmogorov-Smirnov test for normality. All types of intelligence are normally distributed,
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p-value<0.010; however, we chose to apply Mood median test for checking the differences
between median intelligence levels of genders.
Table no.2. Mood Median Test: linguistic versus gender
Mood median test for linguistic
Chi-Square = 0.74
gender
f
m

N≤
106
34

N>
52
22

DF = 1
Median
4.00
3.50

Q3-Q1
2.00
2.00

P = 0.389
Individual 95.0% CIs
+---------+---------+---------+-----(----------------*
(-------*------------------------)
+---------+---------+---------+-----3.00
3.60
4.20
4.80

Overall median = 4.00
A 95.0% CI for median(f) - median(m): (-1.00,1.00)

Although the median of male population indicates lower levels (3.5), when tested for
statistically significant difference against the group of female student, there were found no
differences between genders’ linguistic intelligence levels (table no.2).
The next tested intelligence against gender was logical mathematical and, here, we found
statistically significant differences between genders( table no.3).
Table no.3. Mood Median Test: logical mathematical versus gender
Mood median test for logical mathematical
Chi-Square = 7.86
DF = 1
P = 0.005
gender
f
m

N≤
99
23

N>
59
33

Median
4.00
6.00

Q3-Q1
3.00
4.00

Individual 95.0% CIs
+---------+---------+---------+-----*---------)
(---------*---------)
+---------+---------+---------+-----4.0
5.0
6.0
7.0

Overall median = 5.00
A 95.0% CI for median(f) - median(m): (-3.00,0.00)

The results show that male students have higher levels of logical mathematical intelligence,
their median being situated at 6, while feminine population’ median is situated at
4.Nevertheless, overall median ( 5.00) is higher than the one for linguistic intelligence (table
no. 2) and at the same level as the overall median for spatial intelligence ( table no.4)
Table no.4. Mood Median Test: spatial versus gender
Mood median test for spatial
Chi-Square = 0.28
DF = 1
gender
f
m

N≤
101
38

N>
57
18

Median
5.00
5.00

Q3-Q1
2.00
3.00

P = 0.596
Individual 95.0% CIs
-------+---------+---------+--------(---------------------------------*
(---------------------------------*
-------+---------+---------+--------4.20
4.50
4.80

Overall median = 5.00
A 95.0% CI for median(f) - median(m): (0.00,1.00)
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According to these results, both genders have similar levels of visual – spatial intelligence,
no statistical difference between groups being found. The same levels and situation is met
for bodily kinesthetic intelligence (table no.5).
Table no.5. Mood Median Test: bodily kinesthetic versus gender
Mood median test for bodily kinesthetic
Chi-Square = 0.20
DF = 1
P = 0.654
gender
f
m

N≤
104
35

N>
54
21

Median
5.00
5.00

Q3-Q1
3.00
3.00

Individual 95.0% CIs
+---------+---------+---------+-----(-------------------*
(-------------------*---------------)
+---------+---------+---------+-----4.00
4.50
5.00
5.50

Overall median = 5.00
A 95.0% CI for median(f) - median(m): (-1.00,1.00)

No differences between genders were found ( p-value of 0.654), the overall bodily
kinesthetic intelligence of students’ median being situated at 5. Neither were these found
when analyzed for musical intelligence (table no.6).
Table no.6. Mood Median Test: musical versus gender
Mood median test for musical
Chi-Square = 2.04
DF = 1
gender
f
m

N≤
99
41

N>
59
15

Median
5.00
4.50

Q3-Q1
3.00
3.00

P = 0.154
Individual 95.0% CIs
-------+---------+---------+--------(---------------------------------*
(----------------*----------------)
-------+---------+---------+--------4.20
4.50
4.80

Overall median = 5.00
A 95.0% CI for median(f) - median(m): (-1.00,1.00)

Here, despite seemingly higher intelligence in women (median is 5.0), there are no statistic
proofs of differences between genders ( p value= 0.154). Also, the overall median is situated
at 5.
In what concerns interpersonal intelligence – one of the skills required by leadership
according to literature review, the overall median level is surprisingly at the same 5.0 level
(table no.7).
Table no.7. Mood Median Test: interpersonal versus gender
Mood median test for interpersonal
Chi-Square = 3.66
DF = 1
P = 0.056
gender
f
m

N≤
81
37

N>
77
19

Median
5.00
5.00

Q3-Q1
3.00
2.00

Individual 95.0% CIs
---+---------+---------+---------+--*----------------)
(---------------*
---+---------+---------+---------+--4.20
4.80
5.40
6.00

Overall median = 5.00
A 95.0% CI for median(f) - median(m): (0.00,2.00)
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The p-value is quite at the cut-off value for accepting the differences between genders
levels of intrapersonal intelligence (p=0.056). According to the visual representation, it
seems that women are more likely to be above the overall median. In order to check this,
taking into consideration that there is a normal distribution, we used further on Kruskal –
Wallis test. Although it indicates men group to be below overall median (z=-1.18), there is
not enough evidence to claim a difference in the genders ( p-value=0.237).
Table no.8. Mood Median Test: intrapersonal versus gender
Mood median test for intrapersonal
Chi-Square = 2.28
DF = 1
P = 0.131
gender
f
m

N≤
89
38

N>
69
18

Median
5.00
5.00

Q3-Q1
2.00
2.00

Individual 95.0% CIs
---+---------+---------+---------+--*--------------------------------)
*
---+---------+---------+---------+--5.10
5.40
5.70
6.00

Overall median = 5.00
A 95.0% CI for median(f) - median(m): (0.00,0.00)

In what concerns intrapersonal intelligence, again, no differences were found between
genders, the distribution of answers providing an overall median of 5.0.
A lower median is found for both genders and for overall population in naturalist
intelligence analysis (table no.9).
Table no.9. Mood Median Test: naturalist versus gender
Mood median test for naturalist
Chi-Square = 0.00
DF = 1
P = 0.947
gender
f
m

N<
77
27

N≥
81
29

Median
4.00
4.00

Q3-Q1
3.00
3.00

Individual 95.0% CIs
+---------+---------+---------+-----(--------------------------------*
(--------------------------------*
+---------+---------+---------+-----3.00
3.30
3.60
3.90

Overall median = 4.00
A 95.0% CI for median(f) - median(m): (-1.00,1.00)

This situation is not very surprising since Business education does not challenge naturalist
intelligence related aptitudes. As such, the median level of 4 – below almost all other types
of intelligence, was an expected value.
Limitations of the research
The research is limited to the specificity of the sample and to its size. We anticipate
variations in the pattern of intelligence construct of students belonging to the same
Bucharest University of Economic Studies, but studying other areas of Economy ( i.e.
Accounting, Marketing, Economic Cybernetics etc), as well as variations within the same
Business and Tourism faculty between 1st year of study and 3rd year of study. However,
these assumptions require further future research to become scientific facts.
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Conclusions
Various fields of activity – and hence of education, require certain inclinations and skills.
Multiple intelligences theory provides a solid framework for assessing the educational
needs, with possible practical implications for business higher education optimization
process. The current research aimed to analyze the way students enrolled in Business higher
education bachelor program are characterized by multiple intelligences. It resulted that,
except logical mathematical intelligence with higher levels for male students – both genders
are similar in terms of various intelligence types’ levels. Logical mathematical,
interpersonal, intrapersonal, musical, spatial, bodily kinesthetic – are intelligences equally
present in the studied population, while surprisingly, linguistic intelligence is lower, the
median being similar with naturalist intelligence.
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Abstract
The applied research and the innovation represent priorities for the European policies, the
researchers focusing on certain directions of action for thus fixing an economic, social and
environmental problem. The Romanian research, although presents notable results, is not
adapted to the needs of the local business environment. This paper aims to analyse the
modern methods of technological transfer used at international scale, and to identify some
applicable solutions for the local economy. Following the researches, it was evidenced that
the models of technological transfer, based on the utilization of the advanced IT
technologies may be successful in the national business environment. The Romanian
entrepreneurs are pragmatic, avoiding the useless costs and being interested, mainly, in
identifying some viable financing sources. The consultancy, the access to the new
technologies and to training services and assistance in the field of innovation are the main
categories of advanced technological transfer services that are of an interest for the in-house
business environment. The results of research may be useful for the business environment
but mostly for the national officials in creating some adapted strategies of technological
transfer and of selling the outcomes of the research.
Keywords
technological transfer, models, ITC, Romania
JEL Classification
O21, O32

Introduction
The research and innovation may contribute to the transformation of the European Union
(EU), granting jobs and better life conditions for the citizens of the member states. The EU
Policies focus on supporting and stimulating the innovation, also for establishing small
companies. In 2008, the European Forums adopted the Small Business Act initiative, meant
to accomplish a favourable climate for the small companies and to potentiate the
entrepreneurial energies. The National Strategy for Research, Development and Innovation
2014-2020 suggests the development of the national sector by PNCDI3 2014-2020,
correlated with POS-RDI 2014–2020. Romania is an important provider of higher education
personnel for research, the generative base being represented by 97 universities (out of
which 56 are public ones), comprising 560 faculties. The National Research System is
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formed of public and private legal entities: 263 public organisations, and 600 public or
private business enterprises. (Ministry of Research and Innovation MCI, 2017).
Material and Methods
The information about the technology transfer models was collected from the specialized
literature or from websites belonging to some specialized technology transfer centres. The
data referring to the technological transfer units in Romania were selected from the Ministry
of Research and Innovation database. For the Romanian clusters, the information was
selected from the data belonging the Ministry of Economy, Trade and Business
Environment.
The National Network of Entities Specialized in Technological Transfer
On the European rankings, Romania occupies the penultimate place in technology transfer
and commercialization (TTC). TTC in Romania is defined by a reduced cooperation
between companies and research entities, a small number of innovative SMEs, a low rate of
technological transfer and a poor entrepreneurial culture. Several trials of facilitating the
information transfer were done in 2006, by creating The National Network for Innovation
and Technological Transfer (ReNITT) and The Romanian Association for Technological
Transfer. The initiative aimed to increase the visibility of the research units and to improve
the SMEs competitiveness, by developing the offer of knowledge and technology transfer
services, particularly in the poorly developed areas.

Fig. no. 1. Technological Transfer Units (ReNITT)
Source: Adaptation by Ministry or Research and Innovation, 2017

The network members are legal RDI entities (Scientific and Technological Parks,
Technological and Business Incubators, Technological Transfer Centres, Technological
Information Centres and Industry Connection Offices). Recently, the business clusters were
considered strategic instruments, allowing the companies to be competitive at international
level. The joint contribution of the clusters in Romania to the main national macroeconomic indicators is presented in the Figure no. 2.
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Fig. no. 2. The Joint Economic Contribution of the Clusters
Source: Authors, Adaptation by Cluster.ro, 2016

During 2013-2015, the number of enterprises included in the recognized clusters at national
level increased from 336 units to 780 units, evolution also reflected as an important increase
in the number of employees, from 71,169 persons (2013) to 163,009 persons (2015) (figure
no. 3).

Fig. no. 3. The Clusters Distribution on the Areas of Romania
Source: Authors, Adaptation by Cluster.ro, 2016

The clusters distribution on the areas of Romania is not uniform, the most entities being
recorded in the areas in the Centre, Bucharest-Ilfov and South-Western part (figure no. 3).
Models of Technology Transfer
In Romania, the IT sector is among the most developed and attractive fields for the IT giants
and for the entrepreneurs. According to the study “IT Applications Made in Romania.
Mobile Tech Report 2016 Study” (Andriescu, 2016), and the production of mobile
applications, available for smartphones, tablets or laptops entered its maturity stage, while
the spread of mobile devices reached important values on most of the developed markets
(Poushter, 2016).
The smartphone utilization degree doubled in the last years, the new emerging technologies
related to the mobile applications joining the hyper-applications cycle (Walker, Burton and
Cantara, 2016). Until 2022, it is estimated that the use of the mobile phones and of the
corresponding applications will increase by 25% in the industrial sector. The mobile
solutions for enterprises include software, mobile devices and applications that work
together to help companies and the employees to improve their work and increase
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efficiency. The trend registered a modest progress regarding the implementation on the
Romanian market, but a considerable development is estimated in this area, until 2020. The
mobile applications projects are usually developed for Retail, eCommerce and Finance, but
it is possible to be adapted for technological transfer optimization purposes as well. As the
mobile applications lead to a new phase in the digitalization process of the society, an
increase by 31% is forecasted in 2018, at international level (Kolowitch, 2015). The
company MOBIO Technologies proposes the utilization of the mobile applications for
technological
transfer,
offer
that
is
presented
on
the
website
http://www.mobioproject.org/technology-transfer.html.
The study developed in Australia by Rampersad, Plewa and Troshani (2012), regarding the
selling of the outcomes of the researches performed in universities, indicated that using the
ITC for managing the innovation is an interesting option, as the innovation applications a
one step ahead the promoted novelties, thus being able to initiate pivot evolutions and new
innovation elements. The study, that was conducted in the specific context of selling the
academic research, used the survey as investigation method, the inquired subjects being the
academic researchers, the university employees or the partners and collaborators from the
business environment. The target was adopting a transfer application, to act as an interface
between research and development, marketing and innovation development administration.
The study, based on qualitative criteria that also included a focus group and 16 detailed
interviews, indicated the necessity of integrating the ITC solutions with the performance
results of the innovation process and with the marketing information. The accomplished
technological transfer application can be used in a larger variety of organizations, including
research, companies offering various kinds of services or Governmental administrative
agencies.
Kuraki, Nakagata, Tanaka and Anan (2014) analyse the potential Fujitsu Laboratories has
for transmitting complex information via smartphone-type mobile applications. The quantity
of information that can be transmitted /received within an interception period of 2 up to 3
seconds and that does not cause stress to the users is of 16 kB.
In Romania, Bio Danubius, the first cluster belonging to the Romanian producers of
ecologic products was launched in 2018, a process of entrepreneurial discovery about using
advanced technologies in the field of bio food. The project focused on applying the new
technologies (blockchain, GIS, IoT, Big Data) for producing, processing, tracing, certifying
and selling the ecologic products under the Bio Danubius brand (2018). The entrepreneurial
discovery seminar, that took place in Braila on 25 April 2018, organized by Ministry of
Research, rated the research project proposed by the Bio Danubius cluster among the
valuable projects at regional level (Gazeta de Agricultura, 2018a).
BASF and Arc-Net cooperate together in using the blockchain technology, for enhancing
the sustainability in the field of zootechnical field. The calculation instrument used by
BASF, AgBalance Livestock, quantifies the impact of the inputs and outputs in the animal
protein production process, along one life cycle. By combining AgBalance Livestock with
the blockchain technology, important information on sustainability can be generated and
also verifiable data referring to the meat, milk and eggs origin. The project may allow the
consumers to make documented decisions regarding the meat they consume (Gazeta de
Agricultura, 2018b).
Bento Granar proposes a Software for managing the cereals storing into silos (Gazeta de
Agricultura, 2018c). The Bento Granar Software was developed in cooperation with Siloz
Carani, the biggest logistic hub for agricultural products in the Western part of Romania,
having a storage capacity of 70,000 tons and of receiving/delivery of 5000 tons/day. The
product is adapted to the management processes that are specific to the silos, from the
automated issuing of the Justificatory Inventory Document to the automated issuing of the
monthly invoices, considering the storing days and conditions. SIVECO Romania launched
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a modernized version of the INOVAGRIA weather application, available on Android and
iOS, having facilities dedicated to the management of the meteorological and agrometeorological phenomena in Romania. The application presents new facilities for farmers,
by using an easy-to-use design (Gazeta de Agricultura, 2018d).
CLAAS opened a new development centre for the electronic systems in Dissen, Germany.
The assistance electronic systems, the software and communication technologies are more
and more important for agriculture. More than 170 software developers, engineers and
specialists from CLAAS E-Systems project innovative solutions for equipment
interconnecting, for thus helping the farmer to manage his business more efficiently. The
ITC novelties include command units, electronic architecture, terminals, video systems,
automated direction systems based on satellites, and many other devices (Gazeta de
Agricultura, 2017).
The Eastern Marketing Insights Study (2015) shows the limitations of the technological
platforms when it comes to technology transfer.
A questionnaire filled in by 1,250 companies, out of which 1150 activating in intelligent
fields, indicates the fact that it is difficult for the companies to find the contacts of the
Universities or to cooperate with them. The main services the companies in the NorthEastern area need are: support for recruiting qualified personnel in the field of technology
(“not-qualified personnel even”, as some subjects stated) (51,1%), innovation financing
(48,1%) and support in business (48%).
The universities and research institutions are taken into consideration by 23,6% of the
companies and respectively by 24,1%, a larger number of these companies activating in
fields like: Foodstuff, Others, IT&C and Environment. The databases are a source of
innovation for 51,7% of the companies (a larger percentage being recorded in the field of
Environment), fairs and exhibitions - for 50,7% of the companies (a larger ratio in the fields
of IT&C and Others). Around 12% of these companies „did not think of technological
transfer”, „did not have access to this information” or „did not receive collaboration
proposals”.
When it speaks about sources of information and innovation, the research institutions are a
source of innovation for 24,1% of the companies while the Universities, for 23,6%. There
were also mentioned other sources of innovation: other education institutions than the
universities. The study that was conducted at universities and research institutes level
indicated that the service generating the biggest share in the profit of the institution,
compared
with
other
similar
services
is
„scientific
&
technological
guidance/expertise/consultancy”. In the case of universities, this service represents a low
share in the total of profit/turnover, the largest share coming from the tuition fees. We
consider that a free mobile application, available on smartphones, may facilitate, in a first
phase, the access to consultancy and the connection between CTTs and the business
environment.
The analysis developed by Zhang et al (2016) highlights the efficiency of the technological
transfer methods and the specific advantages and disadvantages in using the mobile
applications in the agricultural field, in China (Table no. 1). ITC-based information transfer
systems in the field of agriculture, similar to the ones in China, are also used in Malayesia
(Kang'ombe and Markon, 2017).
The advantages of using such systems were immediately visible in China. The portal
dedicated to the workers in agriculture functions as a platform for the assisted genomic
selection, cellular engineering and informatics, simulating the development of a modern
production of seeds and the action of the monitoring and warning systems for the integrated
management of the major diseases and insect pests in agriculture.
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IngGreen.com-professional Internet platform for environment industry, developed by
Beijing Inggreen Technology Co., Ltd. provides media coverage, industrial analysis,
recruiting and international technological transfer for the client.
Saini and KumarKhurana (2016) stated that ITC technologies facilitate the communication
and the information exchange for the organisation, with improvement effects on
connectivity and internal and external interactions. The fore-cited paper analyses the
communication problems that might occur during the technological transfer process and also
their impact on the technological transfer implementation, a specific model for technological
transfer (STAR) based on the utilization of the ITC systems for a fast and efficient action,
being recommended.
The FITT European project elaborated a set of instruments dedicated to the practicians in
the field of technology transfer, working to support the innovation in the field information
and communication technologies.
The efficient technology transfer is an essential element for transforming the innovative
ideas resulted from the research outcomes into new products and services. FITT Toolbox
(www.fitt-for-innovation.eu) offers a selection of practices from the partner organisations
that evaluated the solutions that correspond to the common needs of the technological
transfer. (www.fitt-for-innovation.eu).
The study developed in the Central Area evidenced the privileged place granted to the
clients and to the technology providers, as sources of information for the technological
progress, in an informal environment - by direct contacts, or formally - by technology fairs
participations. The answers indicate the necessity for a bigger effort to be done by the
clusters and universities/research institutes for positioning themselves as vectors in the
process of transferring the technological progress.
Table no. 1. The Analysis of the Technological Transfer Models
Support Strengths
Weaknesses
Model
System
Web
Collection
of Ministy of Easy
access General
information,
Portal
relevant Websites - Agriculture comprehensive, irrelevant,
the
specific
acces portal
China
detailed
information the user might
information
need is not available
Information
Voice
Liaoning Interractive, easy Requires
human
information dissemination via 12316
to
understand, involvement that is timeservice for telephone, (online ) Golden
and
individual consuming, less efficient,
agriculture voice services
Line
services
more expensive
Text SMS- Information
Telephonic Closeness,
Brief,
not
detailed
based
dissemination via Service
efficiency
in information, and the SMS is
service
SMS
Hunan
sending
useful the same for all users. The
messages fast
information might be not
Text for mobile AgriTelecom
relevant/adapted
to
the
phones
specific of the individual
user/need of information
Online
Forum-type
Sevice
Interractive
Requires an active user
Community system, involves Platform communication, participation, efforts and a
action from both Mail box - relevant
good management of the
MOA
information.
Service
Portal Web, interested parties, agriculture information,
that
are worker
available only for the
user’s
exchanging
Zhejiang participation,
network members
interractive
Province profitable
information
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Video
Conference
Shanghai
Interactive Service.
Farmers
Information
"One Click
dissemination by and Go"
online conferences
Smart
phones

Unified
MultiChannel
Model
Complex

Easy
to Requires
experts
understand,
involvement, may be timeefficient
consuming
and
low
communication, efficient, involves high costs
interactive
with the experts’ salaries
service
Information
E-Price
Profitable, easy Requires
corresponding
dissemination
- Ubiquitous to access, could attention, infrastructure and
Mobile
Internet Applicatio incorporate GPS intelligent slides utilization,
service
n
for
identifying IT abilities and also for
the location
using new technologies
Combined, mixed ''3 in 1 Combines
Requires investments in IT,
dissemination of Service''
flexible services Infrastructure
and
the information via Fujian
and
has
the equipment,
effort
and
telephones,
advantages of the support from the interested
previous models parties
computers
and
mobile phones

Source: Data Adaptation by Zhang, 2016

The first five required advanced technological transfer services are the consultancy in
implementing technologies, the access to testing new technologies, training and assistance
services in the field of innovation, cooperation with the end-user in further developing the
product (Living Labs) or technological assessment services. On the opposite side, the least
attractive services of technological transfer are represented by the open innovation
platforms/the transformation of the activity into the Open Source platform, the industrial
property portfolio management services, the integration in research-oriented clusters,
creation workshops with the students’ participation, coaching provided by top managers.
The Romanian entrepreneurs are pragmatic in identifying the bottlenecks in the way of their
access to technological transfer, their preoccupations concerning the costs and the financial
resources. Thus, the first three positions in the hierarchy of the bottlenecks are occupied, in
line, by „the associated costs”, „the access to financing for technological development” and
„the access to financing in the perspective of business ideas development”. A relevant
barrier in the way of the technological transfer is the lack of information consequently, the
investment effort in the technological transfer entities should be doubled by an information
and education effort. This aspect might be favoured due to the fact that the entrepreneurs
placed the services of training and assistance in the innovation field, on the 3rd position in
the top of their preferences when it comes to advanced technological transfer services.
Conclusions
The utilization of the knowledge/technology transfer models may represent a useful analysis
and management tool, allowing the decision makers to establish some targets and objectives
to be accomplished, in relation with which, the technological transfer unit, based on some
CANVAS business models, can define a portfolio of activities for itself, including the
necessary resources, and by their implementation, the planned results and performance to be
achieved. Romania finds itself in the phase of establishing some viable strategies of
technological transfer correlated with the occidental systems with tradition, proved
performance and qualified personnel. Although, our research had mainly a theoretical and
documentation character, it may set the bases for a further research for identifying the most
appropriate methods of technological transfer.
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Abstract
The procedure for introducing an Energy Management System according to ISO 50001 can
be freely defined by the implementing organization. External consultancies are often
approached to purchase the necessary specialist knowledge individually, thus unburdening
internal resources and avoiding errors during implementation. A relatively new option is the
introduction of Energy Management Systems accompanied by Energy Efficiency Networks.
Two different concepts are presented here as examples: the ISO 50001 Small Group of the
Foerderkreis Umweltschutz Unterfranken and the ISO 50001 Convoy of the Modell
Hohenlohe.
This paper examines the suitability of these concepts and their limitations by means of an
expert survey, a method of qualitative analysis. The results of this research show that the
suitability of these concepts has certain limits. In many ways, however, they are not only a
substitute for the traditional approach but also offer significant advantages, such as close
networking between the organizations involved.
Keywords
Energy, Efficiency, Sustainability, Networking, Management System
JEL Classification
L29, M00, M10, M14, Q40, Q47

Introduction
Energy Efficiency Networks have their origin in Switzerland and serve to improve the
energy efficiency of organizations. They consist of participants from various organizations
who meet at regular intervals to exchange information on energy efficiency measures and to
take part in training courses on energy efficiency topics (Jochem, et al., 2010). LEEN
networks (Learning Energy Efficiency Networks) are a standardized and scientifically
evaluated form of Energy Efficiency Networks in which usually ten to a maximum of 15
companies participate for a period of 3-4 years (Jacob, 2014).
Energy management can be understood as a sub-area of environmental management. Like
this, it is an important component of the strategic management of an organization, not least
because of the competitive importance of energy costs. It combines central economic
aspects with environmentally relevant goals (Kranert & Cord-Landwehr, 2010). In terms of
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content, energy management focuses on the recording and evaluation of an organization's
energy consumption and the targeted optimization of its energy efficiency.
The first national standard for an Energy Management System (EnMS) was established in
Denmark in 2000. The Danish industry, the Danish medium-sized businesses, various
scientific institutes and the Danish Energy Agency were in charge of developing this
national standard. This model was followed in 2003 by Sweden, 2005 by Ireland and 2007
by Spain with own national standards.
In all of these standards, attention was paid to the far-reaching involvement of the industry;
after all, their success is based on their acceptance in the practical implementation. In all of
these standards, attention was paid to the far-reaching involvement of the industry; after all,
the standard´s success is based on their acceptance in the practical implementation. On this
basis, the international standard ISO 50001 was developed and published for the first time
on 15 June 2011. Since then, it has evolved internationally into the most important tool for
the implementation of EnMSs in medium-sized and large companies (Kahlenborn, et al.,
2012).
1. Implementation of Energy Management Systems
An Energy Management System deals with an organization's energy policy, energy planning
and the implementation and operation of measures and technologies for energetic
optimization. The objective of an EnMS is the continuous improvement of an organization's
energy efficiency (International Standards Office, 2011). This is to ensure that the
organization burdens the environment as little as possible and that energy costs are
minimized. An EnMS can be installed as a stand-alone system or integrated into an overall
system of different management systems. As part of the introduction, organizational
structures and responsibilities should be reconsidered and processes questioned.
Subsequently, appropriate instruments and measures need to be specified and resources need
to be allocated (Ernst & Sailer, 2015).
In principle, companies can introduce management systems independently and without
external support. In practice, however, organizations usually turn to external consultants
who support them in the preparation and implementation of management systems. These
consultants use their experience gained in similar tasks with other organizations and transfer
it to the new organization (Mann, 2010). In this proven way, attempts are made to prevent
typical recurring problems and errors during implementation. In fact, the consultant acts as a
knowledge mediator. The companies that the consultant looks after usually do not know
each other or do not collaborate and therefore cannot learn directly from each other.
2. A new approach to the implementation of Energy Management Systems
The network for corporate environmental protection, Modell Hohenlohe e.V., and the
Foerderkreis Umweltschutz Unterfranken e.V. follow a different path: Instead of imparting
the necessary knowledge for the implementation of ISO 50001 Energy Management
Systems (EnMS) individually to organizations, several companies are coached together in
learning networks.
Modell Hohenlohe e.V. (MoHo) calls its concept ISO 50001 Convoy. The Convoys are
structured in such a way that all contents necessary for the successful implementation of an
ISO 50001 EnMS are conveyed in the Convoy meetings. However, it is recommended that
participants in, parallel or consecutively, take part in the MoHo's Energy Efficiency
Network, which is called "EnergieEffizienz-Tisch".
A similar concept is pursued by Foerderkreis Umweltschutz Unterfranken e.V. (FUU) with
its ISO 50001 Small Groups. In contrast to the MoHo ISO 50001 Convoy, however, the
concept of the ISO 50001 Small Group requires parallel participation in an Energy
Efficiency Network of the FUU.
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Table no. 1. Comparison of ISO 50001 Convoy and ISO 50001 Small Group
Convoy for the implementation of an
ISO 50001 EnMS
Organizer: Modell Hohenlohe e. V.
Total duration Convoy: ca. 1 year
Duration Convoy workshop:
approx. 0,5 days
each
Total: 5 Convoy workshops
Optional: Participation in
Energieeffizienz-Tisch (= EEN): duration
3 – 5 years

Energy Efficiency Network with
accompanying ISO 50001 Small Group
Organizer: Foerderkreis Umweltschutz
Unterfranken e. V.
Total duration Small Group: ca. 1 year
Duration of Small Group meetings:
approx. 0.5 days each
Total: 5 Small Group meetings
Mandatory: Participation in Energy
Efficiency Network (=EEN): 3 – 5 years

Source: Authors´ contribution

In principle, the FUU concept offers the advantage that all participants in the 50001 Small
Group acquire a broad knowledge of energy efficiency and its operational implementation
via the mandatory participation in the Energy Efficiency Network. This knowledge is a
valuable basis for the successful implementation and operation of the EnMS.
Both concepts share the goal of networking the participants so that they learn from each
other through the exchange of knowledge and experience And in both cases, valuable
training and lectures on energy management, standards, and energy efficiency will be given
at the meetings to ensure the successful implementation of the management system. (Hell, et
al., 2017)
3. Research Methodology
The aim of this study was not the analysis of the hidden meaning, but the description of
certain facts. Therefore, the expert interview was chosen as the suitable survey method.
From the multitude of qualitative evaluation methods, the qualitative content analysis was
used. (Kuckartz, 2016)
Expert interviews have their origin in empirical social research. They are used to access the
knowledge of experts on specific issues. The special knowledge of experts uniquely enables
them to recognize problems and develop solutions (Bogner, et al., 2009).
In this case, the expert interviews were used to analyze the suitability and limits of an
implementation of DIN EN ISO 50001 EnMSs prepared and accompanied by learning
networks.
The challenge was to identify and recruit interview partners with broad knowledge and
extensive practical experience in Energy Efficiency Networks, ISO 50001 Energy
Management Systems and their operational implementation (Gläser & Laudel, 2010).
Based on recommendations and based on their relevant experience and reputation, 8
interview partners were selected whose exact identity will not be published due to
confidentiality requests.
The interviewees were:
 1 executive of Modell Hohenlohe e. V.
 1 executive of the Foerderkreis Umweltschutz Unterfranken e. V.
 1 executive of IREES Institute for Resource Efficiency and Energy Strategies

756

New Trends in Sustainable Business and Consumption



1 key personality of the German LEEN 100 project (LEEN: Learning Energy
Efficiency Networks) and employee of Fraunhofer Institute for Systems and Innovation
Research ISI
 1 executive of the LEEN GmbH (a joint venture of the IREES GmbH and Fraunhofer
Gesellschaft e. V.) which is responsible for the distribution of the LEEN concept.
 1 executive of an affiliate of one of the most important German energy companies,
which is dealing with energy efficiency and energy efficiency networks
 1 key personality of the Wuerzburger Umwelt- und Qualitätsmanagement WUQM,
responsible for Energy Efficiency Networks and ISO 50001 Small Groups
 1 engineer, who works as an experienced energy consultant, supporting Energy
Efficiency Networks, ISO 50001 Convoys, and ISO 50001 Small Groups
This interviewed group of experts represented approximately 64 man years of professional
experience in the field of Energy Efficiency Networks and approximately 32 man-years in
the field of Energy Management Systems. Depending on their individual background and
profession the interviewees approached the questions more from the economic side, the
technical side or also from the scientific side.
Only open questions were used in order not to limit the degree of freedom in answering the
questions. Due to the heterogeneous group with different perspectives and experiences the
interviews were conducted by means of open one-on-one interviews.
Based on the clearly defined questions, a guideline interview was chosen as a suitable
method for the survey (Przyborski & Wohlrab-Sahr, 2009).
The questionnaire itself consisted of firmly pre-formulated questions. Nevertheless, the
interview was conducted as a partially standardized one, i.e. neither the wording nor the
order of the questions had to be strictly adhered to (Gläser & Laudel, 2010). This allowed
the interview to take place in the form of a rather casual conversation and thus made
possible more freedom of content.
The questions have been pre-categorised within the questionnaire.
After a pre-test of the questionnaire to determine its usability and minor final optimizations
(Raab-Steiner, 2012), the pre-terminated interviews were conducted via Skype (audio).
With the prior consent of the interviewees, the interviews were recorded and then
transcribed manually. The transcription, which can be seen as the first step in a content
analysis (Fuß & Karbach, 2014), was carried out in a summarised form and the results were
categorized in an Excel table. Special care was taken during the transcription to ensure that
the meaning was not changed (Dressing & Pehl, 2018).
The subsequent procedure based on the qualitative content analysis according to Mayring
was followed and chosen for the second part of the analysis (Mayring, 2015):
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Fig. no. 1 Procedure of Qualitative Content Analysis: Content Structuring
Source: Authors´ contribution based on Mayring, 1995
In the third and final phase of the analysis, elements of "Scaling Structuring" were used to
obtain a weighting of the categories based on the frequency of naming:

Fig. no. 2 Procedure of Qualitative Analysis: Scaling Structuring
Source: Authors´ contribution based on Mayring, 1995

4. Findings/Outcome of the expert interviews
Following are the main results of a qualitative analysis based on expert interviews,
conducted with the goal to get a better understanding regarding the usefulness of these
concepts.
How can Energy Management Systems support the introduction of ISO 50001 EnMS?
The question of how learning networks can support the introduction of EnMSs according to
ISO 50001 was answered by the participating experts as follows:
First of all, it is essential to convey and integrate contents into learning networks that are
relevant for the implementation of EnMSs. As a major advantage, networks offer greater
efficiency in knowledge transfer compared to individual consultations.
(LEEN stands for Learning Energy Efficiency Networks and is an evaluated network
concept promoted by the LEEN GmbH.)
Energy efficiency networks, especially those based on the LEEN concept, impart extensive
knowledge in the above-mentioned respect, especially with regard to practical issues (e.g.
initial advice, monitoring). They also help to learn the necessary systematics. Operational
objectives and measures are also developed within the framework of the Energy Efficiency
Network. These are also an important basis and help to integrate the EnMS into day-to-day
operations.
Only one of the experts interviewed said that companies had to assess for themselves the
usefulness of implementing EnMSs accompanied by Energy Efficiency Networks. All other
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experts were convinced that this concept made sense. Particularly the great efficiency and
cost efficiency convinced the other experts because after all two things could be done at
once. They also said that a better sustainable development of the organizational structure
was possible.
A further essential advantage results from the network idea itself. The network supports
individuals and enables them to learn from each other's experiences. In order for this to
work, care must be taken at an early stage to ensure that all participants are interested in the
topics of the group and are willing to study together and to learn from each other. Therefore
it makes sense if not all participants of an Energy Efficiency Network want to introduce an
Energy Management System, to treat the corresponding specific contents in separate
accompanying Small Groups.
Comparison of Convoy and Small Group concept:
In a direct comparison of the two concepts, ISO 50001 Convoy and ISO 50001 Small
Group, the answers of the interviewed experts were inconsistent. While one group could see
no advantages or disadvantages when comparing the two concepts, others saw differences in
the starting point and the focal points. As the Small Group is a supplement to the Energy
Efficiency Network and thus expands its offering, the Convoy focuses exclusively on the
goal of setting up and certifying an EnMS.
The Convoy can, therefore, be seen as the faster and leaner concept that appeals to another
group of participants. One expert puts it this way: The accompanying Small Group is more
complex but more effective. The ISO 50001 Convoy, on the other hand, is often faster but
not quite as individual.
From the perspective of those interested in introducing an EnMS, the aim of both concepts
should be to have the management system certifiable within twelve months.
(Annotation: Recent research (Hell, et al., 2017) shows that monetary motives, such as tax
relief, subsidies or savings, seem to be among the key drivers for the introduction of an
EnMS. For financial reasons, these usually require rapid implementation. The total duration
of an Energy Efficiency Network (approx. 3 to 4 years) would be much too long.)
Basically, only those who wish to introduce an Energy Management System should
participate in the Convoy or Small Group. Otherwise, there is a danger of groups splitting
off within the network and thus hindering the idea of learning together and from each other.
Advantages (for participants) of introducing EnMS accompanied by EENs:
Frequently mentioned in this context were in particular:
 Exchange of experience with regard to implementation
 The mutual motivation of participants working on the same topics
 Mutual support that goes beyond the actual network phase,
 Time savings and avoidance of redundant work, as the contents of EEN and EnMS
overlap to some extent
 Systematics of the Energy Management System supports the identification of
potentials for increasing energy efficiency
 Compared to pure Energy Efficiency Networks, accompanying ISO 50001 Small
Groups offer the advantage of continuous, recurring integration of the company
management, which usually entails better support.
 The introduction and official appointment of an energy manager with the
appropriate tasks and powers associated with the EnMS generally increases internal
visibility and attention to the topic of energy efficiency.
Disadvantages (for participants) of introducing Energy Management Systems
accompanied by Energy Efficiency Networks
 Especially in small companies without a full-time energy management officer,
personnel overload or dissipation of their energies can occur.
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The introduction of an EnMS accompanied by Energy Efficiency Networks
generally requires more time.
 Different starting conditions of the enterprises and different goals, as well as
implementation speeds, can lead to conflicts
 Although overall costs can be saved through synergy effects, it is certainly cheaper
for companies that only need an Energy Efficiency Network or an EnMS to
implement what is needed.
 A network may not be as individual as an individual consultation
Do the advantages of introducing Energy Management Systems accompanied by
Energy Efficiency Networks outweigh the disadvantages for the participants?
Once again, the picture is relatively heterogeneous. Two of the respondents said that this
depends on the company and its size. The combination of EnMS and Energy Efficiency
Network makes sense in principle, in practice, however, it is difficult due to lacking
personnel resources. Therefore, this combination is usually something for larger companies.
But, it is precisely these large companies that often carry out internal company networks
anyway and therefore have little external demand.
The vast majority of respondents, on the other hand, are convinced of the advantages and
justify this with lower overall costs, knowledge transfer and the associated reduction of
errors in implementation. Energy efficiency network and EnMS support each other. A
skillful moderation can compensate for differences between companies, so that ultimately
the advantages outweigh the disadvantages.
5. Summary of the results
All in all, most of the experts surveyed agree that the introduction of EnMSs accompanied
by Energy Efficiency Networks offers many advantages. Above all, these can be found in
places where economies of scale due to the number of participants or synergy effects due to
the simultaneousness of network participation and the implementation of the EnMS can be
realized. Probably the most important effect of the concept results from learning from each
other and with each other. Because one learns from the mistakes but also from the successes
of others, one's own mistakes are avoided and potential for success is recognized more
quickly. The foregoing can improve successes and reduce project times and costs.
Conclusions
The predominantly very positive experiences from the introduction of an EnMS according
to ISO 50001, supported by learning networks, suggests that such networks could also be
helpful for accompanying other operational change processes. It is advisable to carry out
further examinations. Particular attention should be paid to standardized processes that
promise economies of scale and synergy effects. The introduction and operation of
management systems appear to be particularly suitable for this purpose.
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Abstract
The demographic decrease recorded in the wealthy areas of the world, the educational needs
that occurred in the emerging countries, the need for qualified personnel and the
preoccupation for attracting valuable human resources led to an increasing competition in
the respect of educational services on the international market. This paper aims to present
the international mobility of students incorporated in the European higher education system,
focusing on the European Area and Romania. The conducted researches indicated an
increase in the number of students that attend universities abroad, universities that were
selected according to some well-established criteria related to the quality of the education,
allocated scholarships, career development opportunities or the study fees. Although
Romania registered progresses in implementing the international mobility programs, the
number of students that attend the Romanian universities is low. The affiliation to the
European space or the low fees are not enough for being considered as factors of attraction
for the foreign students, the main necessities consisting of reform policies, academic
programs in international languages and enhancing the international visibility in the respect
of the scientific research performed in our country.
Keywords
higher education, international mobility programs, Europe, Romania
JEL Classification
I23, I28, D47

Introduction
The reorganization of the European education, according to Bologna Process, a large-scale
governmental system of cooperation, led to a compatibility of the national educational
systems at European level. By signing the Bologna Process, Romania became one of the 48member states and thus the Romanian educational system became more attractive for the
European or non-European students. Besides the education reform process, the statute of
NATO (2004) member country, the affiliation to the European Union (EU) in 2007, the
economic growth or the geographic position are factors that contributed to an increase in
attracting foreign students to study in Romania, increase that was correlated with a relatively
high level of the national educational process quality, provided by the professors’ high
education and teaching experience, with the low level of the high education fees and the
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traditional hospitality of the Romanian people. The university studies attended in Romania
already represent a tradition and have continuity for the citizens coming from China,
African states, Arab countries or South American area. In the last period, the scholarships
granted to the Romanian ethnics in the bordering countries around Romania increased the
number of foreign students that accessed the Romanian Universities.
1. Literature Review
Adapting the higher education to the European Union criteria, made the European
universities focus upon increasing the attractivity in front of the students, lecturers and
researchers coming from different regions of the world. The paper wrote by Güenaga and
Diez (2017), analyses the origin places of the international students coming from various
European countries, by using a cluster analysis and, as ranking variables, the percentage of
the foreign students coming from different regions of the world from every European
country. The results indicated the fact that it was possible to identify four groups of
countries with different features. Within the group formed by France, Portugal and Spain,
the share of the African and South-American students was high, while in the group formed
by Finland, Germany, Ireland, United Kingdom, Turkey, Ukraine, Greece and the Russian
Federation, there existed an increased attractivity for the Asian students. Within the other
two groups of European countries, there existed a considerable percentage of international
European students. The analysis system Study.EU, developed by a private German
company, ranks over 7500 educational programs in Europe, based on education quality
criteria, on the costs of the educational programs, career and the quality of life (Study.EU,
2018). In the United States of America USA, the last years brought an important increase in
the number of the foreign students, given to the attractivity of the American universities. In
2016 and 2017, the number of the foreign students registered in the American educational
system exceeded 1,000,000 attendees (Institute of International Education, 2017). When we
speak about origin, within the past 5 years, China was the main supplier of students, with
almost 30% from the total, followed by India, Korea and Saudi Arabia. No European
country was included in the top 10 origin areas for the foreign students studying in the USA
(Collegiate Gateway, 2013).
2. Material and Methods
Statistic information referring to the number of foreign students coming from Europe were
collected from the European database Eurostat. For the international flows of students,
UNESCO Institute of Statistics offers data referring to the mobility of the students, grouped
on origin states and destinations. For the United States of America, the database belonging
to the Institute of International Education quantifies the number of foreign students in the
American education system, according to their origin. For the scientific articles databases
from Web of Knowledge, ResearchGate and Google Academic were used. In some cases,
the relevant information coming from the media were verified, by using magazines in the
educational field. The information was selected, statistically processed and graphically
represented. The results were analyzed and interpreted.
3. The International Context
The statistics of UNESCO offers relevant information about the international mobility of the
students at international level, the foreign students flows being quantified by areas of origin
and by destination. The flows of foreign students in some states are presented in the table 1.
USA, UK and Australia registered positive records as they presented a maximum attractivity
for the foreign students in 2017. When we speak about the origin states, China is the main
supplier of foreign students on the American continent, while in Europe and Australia being
annually recorded over 800,000 students coming from this country. The Russian Federation
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presents a positive record when we speak about the flows of foreign students, thus
occupying the fourth position at international level, with a plus of +186,837 students. The
former Soviet States Kazakhstan, Ukraine, Uzbekistan or Turkmenistan, Russian speaking
and in which the natural reserves provide important incomes at national level, also represent
the main areas of origin for the foreign students choosing Russia.
Table no 1. The Total Number of Mobile Students
Country

Hosted

Abroad

USA

907,251

68,580

Differenc
e
+838,671

The origin of the students, by country

China (291,063), India (112,714) Korea Rep.
(63,952) Saudi Arabia (53,637), Canada (28,454),
Other (357,431)
UK
430,687
33,109
+397,578 United State (9,601), Australia (2,019), France
(1,995), Germany (1,798), Ireland (1,791), Other
(413,483)
Australia
335,512
12,330
+323,182 China (112,329), India (46,316), Malaysia
(15,319), Nepal (14,712), Vietnam (14,491) Other
(132,345)
Germany
228,756
117,921
+110,835 China (23,616), Russian Federation (9,953), India
(9,896)Austria (9,574), France (6,955), Other
(168,762)
France
239,409
90,708
+148,701 Morocco (26,654), China (25,297), Algeria
(15,937), Tunisia (9,143), Italy (8,035), Other
(154,343)
Russian
243,752
56915
+186,837 Kazakhstan
(69,895),
Ukraine
(22,440),
Fed.
Uzbekistan (19,893), Turkmenistan (16,521),
Belarus (15,488), Other (99,515)
Japan
131,980
30,850
+101,130 China (79,175), Korea Rep. (13,480), Vietnam
(10,614)
Nepal (5,090), Indonesia (2,527), Other 21,094
Canada
189,573
50,506
+139,067 China (60,936), India (19,905), France (15,603),
United States (8,355), Nigeria (5,982), Other
(78,792)
Romania
33,235
25,824
+7,411
Republic of Moldova (7,695), Israel (2,619),
France (2,169), Italy (1,419), Tunisia (1,267),
Other (18,066)
China
137,527
847,259
-709,732 Source: UNESCO Institute of Statistics, 2018

Romania registers, overall, a positive flow of mobility when we speak about international
students, with a plus of 7,411 students. The main state they come from is the Republic of
Moldova, with which Romania signed a strategic partnership for an educational offer and an
attractive scholarship system, these students covering the recorded surplus at country level
almost entirely. Israel, to where a massive exodus of the Israelite population coming from
Romania was recorded within 1980-1990, maintains the traditional relations with Romania
in the educational field, providing almost a tenth from the foreign students affiliated in
Romania.
4. The European Context
In 1999, Romania signed the Bologna Declaration concerning the European Higher
Education Area, together with 11 candidate states to EU and the 18-member states. The
Bologna Process led to the establishment of European Higher Education Area that includes
48-member states, the main criterion of accepting a candidature being the adherence to the
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European Cultural Convention. Until now, 9 ministerial conferences took place: Bologna
(1999), Prague (2001), Berlin (2003), Bergen (2005), London (2007), Leuven (2009),
Budapest-Vienna (2010), Bucharest (2012) and Yerevan (2015). The Bologna Process
meant deep reforms in the field of higher education for all the participating states, marked
by legislation changes and the reconsideration of the main principles of the educational
process for a society based on knowledge. According to the Bologna Process, the Romanian
educational system is currently structured on 3 levels: Ist cycle – undergraduate studies (3 - 4
years), IInd cycle – master studies (2 years) and IIIrd – doctorate studies (3 years). The UE
regulated professions may include BA of 5 or 6 years that comprises medical,
pharmaceutical, dental, veterinary and architectural studies. According to the signed
agreement at Bologna, the mobility and the internationalization of the European education
became one of the member states officials’ priorities, thus existing the common
commitment of the covenanters concerning the access to the education opportunities,
professional formation and related services.
5. The European Statistics
The evolution of the number of foreign students (ISCED 5-6) studying in another EU-27,
EEA or Candidate country, according to Eurostat database, is presented in the figure 1.

Fig.no 1. The Evolution of the Number of Foreign Students at European Level
Source Authors, Eurostat,2018 Adaptation

The Eurostat information presents the mobility of the students at the Bologna Process
covenanter states level, including the Erasmus-type mobilities for the period 2001-2012.
According to the presented data, within the analyzed period, the total number of foreign
students affiliated in European mobility programs almost doubled, increasing from 348.7
thousand in 2001 to 663.7 thousand in 2012. As a trend, the most dramatic increases were
recorded for Lithuania and Latvia’s cases, with growths of more than 5 times in terms of the
number of affiliated students in 2012 compared with 2001, the smallest growth being
registered in the case of Greece (65.41%). Romania tripled the number of students within
the analyzed period (figure 2). In the context of an increasing competition among the
European universities for attracting foreign students, it must not be neglected the fact that
the export of higher education services may be an activity that generates economic and noneconomic benefits for the universities and for the respective geographical areas. The
analysis of the factors that determine the international demand for the higher education was
accomplished by Güenaga and Diez (2017), professors at UPV/EHU, Bilbao, Spain. The
research evidences that, there are more determinant factors for the international demand of
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higher education in any country. The geographical localization of the higher education
institution in Europe matters when choosing a university, the countries from the Northern
Europe, likewise in other economic and social fields, being more attractive as sources of
higher education. The investments that were done at all the educational levels and
respectively, the specific investments done for the IIIrd cycle represent key factors for the
attractivity of the higher education system, and the countries that lay more weight on these
investments are the most attractive for the international students. There is a positive
correlation between the level of investments in the field of research and development and
the international demand for higher education in one country.

Fig. no. 2. The Increase of the Number of Students within the Bologna Process 2012 2001
Source Authors, using Eurostat, 2018

The states that lay stress on the investments in research and development benefit from a
higher share of international students (figure 3). This aspect suggests that the international
demand is sensitive to the existing relation between the education, development and the IIIrd
cycle education. A higher or lower budgetary contribution to research and development
generates a parallel behavior in what the higher education concerns. The local competition
may increase the attractivity of the universities, these being encouraged to attract foreign
students as a compensation method for the deficit of demand due to the demographic trends
and to the pluralism of the local offer. The quality or the impact of the scientific production
may not seem to be determinant for the students’ mobility within the international higher
education system, although the level of the scientific production per professor may influence
the international demand.
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Fig.no. 3. The Top 10 Ranking of the Bologna Process Covenanter Countries
(Foreign Students, 2012)
Source Authors, using Eurostat, 2018

A higher volume of scientific publications generates a more increased global visibility, that
brings benefits to the university brand. The international visibility of the educational trade
mark may increase the capability of the universities to attract international students.
6. Higher Education Mobility Scoreboard
The ranking of the mobility in the field of higher education at European level is
accomplished by using the European Commission's Mobility Scoreboard, based of six
indicators from five thematic fields: information and orientation, education in a foreign
language, grants and ECTS (European Credit Transfer and Accumulation System)
transferability, the support granted to the students having a low social and economic level,
recognition in terms of the achieved education results and qualifications. The six board
indicators are some complex ones, combining various relevant criteria for the educational
policies (European Commission, 2018). The purpose of the Mobility Scoreboard is to
provide a framework for monitoring the recorded progresses by the European countries in
promoting the educational mobility and eliminating the bottlenecks. The information for the
year 2015/16 was provided by Eurydice national units and covers the 28 EU member states,
Bosnia and Herzegovina, Iceland, Liechtenstein, Montenegro, Norway, Serbia and Turkey.
The analysis of the European Commission, materialized in the higher education mobility
dashboard – comprises six indicators that cover five thematic fields, corresponding to the
five main chapters of the report. Thus, if for the indicator information and orientation, the
most educational systems converge to the middle area, the recognition of the qualifications
is the indicator with the smallest shares at European level. For the indicator concerning the
preparation in the field of foreign languages, the European education systems are relatively
well rated, more than half of these being positioned in the first two level categories
(European Commission, 2017).
7. Romania
The educational offer the Romanian universities have for the foreign students is represented
by over 1000 study programs in over 100 universities. Out of these, over 250 study
programmes are taught in foreign languages. The attractivity of the Romanian higher
education system is particularly due to the low level of educational fees, in comparison with
other European states or to the allocated educational funds, within the program dedicated to
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the Romanians all over the world. The Ministry of National Education facilitates the
matriculation of the students of Romanian ethnic origin and of the Romanian citizens living
abroad. The Study in Romania Platform represents the unique access gate to the centralized
information regarding the opportunities of studying in Romania. The students’ access to the
various categories of scholarships offered by the Ministry of National Education is done via
the Agency Loans and Scholarships (Agency Loans and Scholarships, 2018). The National
Centre for Recognition and Equivalence of Diplomas evaluates and recognizes the
documents of study owned by the European Union citizens, by the European Economic
Area citizens and by the Swiss Confederation ones, in the perspective of the continuation of
their studies in Romania, and also focuses on the study documents owned by the non-UE
states citizens, in the perspective of their access on the Romanian labour force market
(CNRED, 2018). According to the data provided by the Government of Romania (2018), the
number of the foreign students matriculated in the Romanian universities increased during
2009-2013 with more than 25 %, reaching a number of 15,838 students attending the
Romanian higher education courses (figure 4).

Fig.no. 4. Foreign Students in Romania
Source Authors, by using Romanian Government data, 2017

A positive evolution was also registered by the mobility’s programs offered by the Erasmus,
where an increase of over 33% of the students studying in Romania was acknowledged for
the period subject to analysis. Currently, Romania is a partner in the Erasmus Program
(2014-2020), the main tool of the European Union in the field of education, formation,
youth and sports. With a budget of 14,7 billion euro, the objective of the program is to allow
a number of more than four million of Europeans to study, to form themselves, to achieve
working experience and to volunteer abroad (77,5 % of the funds are dedicated to education
and professional formation). In Romania, the Erasmus+ Program is implemented by the
National Agency for Community Programs in the Field of Education and Professional
Formation. (Ministry of National Education, 2018). The analysis of the student’s exchanges
within the Erasmus+ Program indicates that the hierarchy of the states the students come
from is dominated by France, followed by Spain, Turkey, Italy, Portugal, Germany, Poland,
Hungary, Belgium and Denmark. The legislation of the higher education in Romania was
modified only in 2014, in order to allow the universities to receive more foreign students.
The promotion campaigns for the in-house universities developed by the Ministry of
National Education had a relatively reduced impact compared to the potential our country
disposes of.
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Conclusions
The students’ mobility has an important impact upon the educational systems and upon the
individual study institutions, that are obliged to have an international perspective, to develop
the area of curricular coverage and to increase the quality of the educational programs. The
students exchange at international level, including Europe, is limited to several bottlenecks,
such as the portability of the grants and loans, the recognition of the qualifications and of
the transferrable credits (ECTS), the accessibility and the relevance of the information and
orientations or of a linguistic nature. Although progresses at international level have been
recorded and materialized as an increase in the number of students in international mobility,
the potential of the student’s exchange is not capitalized enough at European level.
Romania, as an EU member state and covenanter of the Bologna Process, did not adapt its
educational policies in the field of higher education fast enough, continuing to be attractive
only by the reduced level of the educational fees and its affiliation to the European Area.
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Abstract
Renewable Energy Sources (RES) and efficiency improvements are the key factor for future
energy application and energy transformation processes. The huge amounts of fossil fuel
like coal, gas and oil that are burned daily through human activities, increasing demand by
the growing economies and world population are changing dramatically our present
environmental situation on earth. Hydrogen (H2) as a green sustainable secondary energy
source can help moving into an independent and “earth” friendly energy future.
The objectives of the article show the possible adoption, acceptance and diffusion on a
realistic Energy application in present. This application is in the mobility market segment,
which will be transformed in an environmental friendly energy sector in the coming years
through technical, political and legal changes. The important value propositions of these
applications will be discussed and evaluated using H2 as a green energy source.
Methodologically a primary energy model is used to show the efficiency chain from Well to
Wheel and consequences for environmental and economic issues. The result will be
analyzed and the important value propositions derived. The key value propositions and
some economic and ecological key characteristics are discussed. These values will give an
overview of present and future issues in this energy sector. New possible innovation
processes with a new rethinking pattern could be the result out of the research. Further
conclusions of this analysis can be used as one tiny mosaic part, for a possible energy
transformation future with H2 as a green energy source.
Keywords
Value Proposition, Hydrogen, Mobility Applications, Batterie Electrical Cars (BEC), Fuel
Cell Vehicles (FCV), Well to Wheel
JEL Classification
N7, O13, O44, P18, P28, P48, P5, Q4

Introduction
Anthropogenic greenhouse gases which results from burning fossil energy sources like coal,
gas, and oil through human activities on earth are changing our climate since the industrial
revolution in the 1850th rapidly [Merrill 2007, Yergin 2007, Vallero 2014, Stern 2014]. The
world's population is increasing by over 50% since 1960th to the present of 7.40 billion
people [UN 2017]. At present more than 410 ppm CO2 concentration in average is in the air
[UCSD 2018]. CO2 is the second most important greenhouse gas which influence our global
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warming process and therefore our live on earth in different ways [Hansen 2015]. Since the
start of the industrialization in the 1850th the CO2 emission increased over 40 %. The daily
flow of crude oil, for example, is the unimaginable amount of over 92 million barrels a day
[BP2017, IEA2017] or 14.310 million liters flow of crude oil per day. The coal production
per day is about 21 Mil. Metric tons. Annual amount of greenhouse gases 2017 was 32.5
billion tons of CO2. The CO2 concentrations of the last 800,000 years in the atmosphere was
more stable but for the last 150 years starting with the industrial revolution there is
registered an alarming increase from an average concentration of 230 ppm CO2 to over 410
ppm. Despite the clear indices, today still see parts of politicians and scientists climate
change as a natural given and not made by man phenomenon. To deny man-made climate
change on a scientific and political level is a crime against future generations. There are
three main sectors in our energy infrastructure. The first sector is electrical energy supply,
the second sector is the provision of heat energy and the third sector is the mobility or
transport. This article explain how H2 can be considered a green fuel and how is used for
mobility applications. If H2 is converted from a primary renewable energy source like water,
wind or sun it can be validated as a green secondary energy source [Godula 2015, Dincer
20016, Fang 2017, Machhammer 2015]. H2 has some advantages compared to present fuels
for mobility application. Green H2 has no environmental impact, it is storable in large
quantities, can be transported and can be converted back into electricity or heat at later
times. Todays mobility applications are combustion engines which work according to the
thermodynamic principles [Langeheinecke 2013]. These combustion machines that convert
liquid and gaseous energy carriers into kinetic energy by chemical reaction (combustion).
The last milestones are connected to electrical drives. The concepts are battery electrical
vehicles (BEV) and fuel cell vehicles (FCEV).
BEV drives have compared to standard injection combustion engines (ICE) a factor of 3
higher efficiency [Karle 2017]. FCEV as an alternative drive concept is using H2 a fuel
stored in high pressure tank and a fuel cell as an energy converter. All this transformations
in the automotive industry are connected with a change of the entrepreneurial mindset and
with business opportunities that desired new Business models with specific value
propositions.
1. Scientific Aspects
Energy
In order to analyse and understand how energy is converted, the different energy sources
like primary, secondary, final and usable energy terms must be defined. Primary energy is
called the original source of energy. When these primary energy sources are converted to
other forms, e.g. Biomass in pellets form, wind energy into electricity, petroleum through
refinery processes in gasoline or diesel. The resulted energy is considered a secondary
energy source. For example, the element hydrogen occurs only as chemical compounds in
nature. This means that H2 must be released from these different compounds. The necessary
source of energy for solving these chemical compounds can be electrical energy
(electrolysis), or biomass with a heat steam reforming or heat (at a high temperature) using
solar thermal energy to separate and store H2 as an element. The dilemma with all energy
sources are conversion losses from an energy type to another.
H2 Mobility applications
The Mobility sector consume around 28% of the total final energy usage worldwide and are
responsible for more than 23% of today's CO2 emissions [Creuzig 2015]. In addition, these
mobile applications are emitted toxic gases (NOx) and fine dust. As fuels largely, fossil
liquid and gaseous energy sources are used. As a possible solution for reducing climate
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change and energy dependence, green H2 can be used as a transportable, storable and in
large quantities available energy sources. Mobile H2 applications are all means of transport
that can be operated with H2. Depending on the powertrain performance and storage
technology, different applications with H2 in the mobility sector are considered. The three
different powertrains for mobile vehicles are: combustion engines, hybrid electric drives and
purely electric drives. The fuel cell is the crucial component in the power train for H2
mobility. Today's cars up to 3.5 tons with combustion drives (ICE) have an average overall
efficiency of less than 20 %. This depends on many factors, as shown in a flowchart in Fig.
1. At the end of the efficiency chain, less than 20 % of the total energy remains on the
wheel.

Fig. no. 1. Standard ICE Vehicle
Source: own contribution

Value propositions as a key element of a business model (BM)
The basic question in business models can be described as follows: Who buys from whom
for how much? The key questions for answering what the task of a business model is shown
in Figure 2.

Fig. no. 2. Task of the BM
Source:source: Osterwalde 2009

The most important goals of business model structures are to ensure profitability and
continued existence of the company, definition of business activities, visualization of
activities, reduction of complexity, holistic understanding in the company so risks and
potentials can be better estimated, identification of opportunities and risks means efficiency
advantages and synergies internally and externally use and review strategic directions.
Using the BM according to Osterwalde, a business model is described of nine basic
elements which show how an organization can be profitable. The (potential) customer is the
focus of the business process. There are several categories that a customer considers
important and that lead to the development of the benefit promise. The intersection of
supply, market offer and customer needs results in the special customer value proposition.
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2. Methodology
In order to be able to compare potential benefits in today's mobility applications, an own
calculation model is designed and used. This primary energy model serves to illustrate the
different mobility applications from the economic and ecological point of view. The results
can be used to identify characteristic and distinguish features for the applications that are
critical to customer behavior. Depending on the rating of these features by the customer, the
product will be more or less successful on the market. For the primary hydrogen energy
conversion model (Fig.3) following parameters for calculation purpose and comparisons are
essential: conversion losses, fuel cell application type, energy carrier, efficiency chain of the
application, output energy type, environmental impact. The calculation model is using input
data from GEMIS (global emission model). An identical reference model for fossil energy
sources compares (mirrored) the data with the primary hydrogen model.
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Fig. no. 3 Primary energy model
Source: own contribution

The research methodology is based on following equation which can be classified in energy
conservation equations, energy efficiency chain and environmental impact calculations.
The energy conversion equation indicates the importance of energy losses for energy
applications.
[1]
[2]
[3]
[4]
Energy Efficiency chain take to account that the total efficiency is less than the efficiency
each conversion step, that the energy is following well to the wheel.
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[5]
[6]
[7]
For the environmental impact calculation is used the total Environmental impact indicator.
(TEI)
[8]
= CO2 conversion factor/primary energy factor
= Total Environmental Impact

For calculation of the connection power for one and three phase system following physical
equation are necessary.
3 phase systems:
[9]
[10]
Single phase systems:
In the calculation one primary unit PEU is the base to compare. For each energy unit a
special amount of CO2 emissions is polluted. The efficiency chain goes from the primary
energy source back to all efficiency conversion process up to the application self.
For the research analysis a standard energy power conversion system driven with a fossil
source (standard conditions in Germany) was used. Alternative energy sources like Wind
and PV for a RES were used as comparison. The application example is a medium size H2
driven fuel cell car like Toyota MIRA or Hyundai NEXO, a normal standard petrol car and
a BEV like the TESLA 3 model or BMW I3. The research is based on one Primary Energy
Unit (PEU) used on the output energy on the wheels of the mobility application. The
environmental impact is based on PEU and the CO2 conversion factor from GEMIS 4.9
Energy prices and calculations on today’s situations
Following aspect for important key values will be more looked, analyzed, evaluated.
Energy cost for the consumer, Infrastructures for refuel, Distance range of the mobility,
applications, special leasing/financial offers, environmental bonus, filling time, tax relieve
situations, Restriction driving bans, investment costs, economic calculations, maintenance
and warranties [Staiger 2017]
3. Research Analysis and Results
The case study 1 “ICE with petrol and electricity fossil fuel source for BEV and FCEV”
represent a comparative analysis of the three different energy sources for mobility
applications. These are petrol, electricity from the standard electrical grid that normally is
produced of a mix from fossil energy sources and RES. As a reference for the calculation
was used the GEMIS data of 0,565 kg CO2/kWh for electricity mix in Germany. Using a
FCEV or a BEV with today’s electricity from the grid in compare to a petrol car makes
ecologically no sense.
The case study 2 “ICE with petrol and electricity from a renewable energy source BEV and
FCEV” represent a comparative analysis of the three different energy sources for mobility
applications. These are petrol, electricity from a renewable energy source in that case wind
energy. As a reference for the calculation was used the GEMIS data of 0,02 kg CO2/kWh.
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The levelized energy cost in Germany for one kWh in Germany is between 0,04- 0,08
€/kWh in present [Wirth 2018].
Using a FCEV or a BEV with renewable energy from wind in compare to a petrol car makes
ecologically and economically sense. The environmental impact using H2 as a green energy
produced from wind generators is 10 times lower than a petrol car. The energy cost is still
double of BEV because of the higher efficiency but it is 40 % lower through the levelized
production cost of 0,12 € / kWh than a petrol driven car.
Case study 3 usage of power and energy
This case study compares the filling time and the necessary power for the three different
mobility vehicles. The objectives of the case study should compare the different storage and
charging concepts and the consequences for the different customer.
Vehicle 1 has a 45l petrol tank, the BEV a 50 kWh batterie and FCEV 6.4 kg H2 pressurised
tank. For a petrol and a FCEV the time needed is less than 3 minutes. For charging up a
BEV in a short time like 0,5 h or 1 h with special charger adapter there is a special electrical
infrastructure necessary. This charging concept needs a special grid connection power.
To charge the BEV in 30 minutes with a 50 kWh Batterie you need a connection power of >
100 kW. Or the current will be > 173 A. A private building cannot deliver this amount of
energy in this short time. Looking to a filling station with 10 fast charger a connection
power of greater than 1 MW is necessary. Different studies showing that in the future to
build an infrastructure for BEV will be far more expensive in compare of a H2
infrastructures (..).
IEC and FCEV are using common materials for the storage system. BEV using special
alloys like Li and Kobalt for the Batterie systems. These materials are not environmental
friendly if something occurs like a fire as well the dependencies of the materials are very
questionable. A research from KMPG shows the dependencies of this material from
different countries like Kongo (KPMG 2018). Another point is a live cycle assessment of
the different used materials in terms of environmental impact and energy usages. Table 1
shows the different customer values in regards on storage and Material usage for the
different vehicles types.
Table no. 1. Case study 3 storage and charging overview
ICE

BEV

FCEV

Power and energy storage
Efficiency

0,25

0,85

0,5

Tank/Batterie size

45 l

50 kWh

6.4 kg

Energy contents

418 kWh

50 kWh

211 kWh

Distance range

700 km

300 km

600 km

Filling time

0,05h

1h/5h

0,05

Electrical power for filling

1 kWh

10kWh/ 50 kW

1 kWh

3A

173A

6A

Electrical current

Different Value propositions and rating
Charging time
Power for charging/filling
Special charging tools

3min
< 1 kW

0,5h – 8 h
100 kW

3 min
< 1kW

Cables/plugs
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Easy to use/handle
Environmental friendly

CO2, NOx

Critical materials storage

Li, Ko,

Pla

Source: source: own contribution

Using a batterie vehicle sounds very simple and easy. When it comes to the charging aspects
and distance range it looks different. For Urban usage like distances of 50 km/day ideal
means of transport. For longer distances and fast reaction times critical to look at. As well
for larger vehicles like heavy transport, Buses or trains fuel cell-based system will have
bigger advantages in compare to battery driven vehicles. There will be no ideal power train
solutions for vehicles.
4. Result of the H2 Mobility analysis
The comparison of the three-different power train of present standard vehicles, shows the
importance of the energy carrier which is used for driving the vehicles. The efficiency chain
between the primary energy source and the efficiency of the vehicle is the key point for
success. Using different fuel types will change opportunities and variations of customer
values for the mobility vehicles. Through new innovations in the power train and storage
alternative new combinations of technologies type can bring forward innovative BM
structures with destructive effects of existing BM (see TESLA 3 Model)
Table 2 shows a summaries Matrix of the key aspects and values for the different types of
fuel using in the case studies (CS1 fossil and CS2 renewable energy)
Table no. 2. Summarise of the case studies
CS1

CS2

CS1

CS2

Fuel type

Fossil

RES

Fossil

RES

Key values

BEV
fossil

BEV RES

FCEV
fossil

FCEV
RES

Case studies

Ref.

Ref.

Different Value propositions and rating
Energy contents kWh

418 kWh

50 kWh

50 kWh

212 kWh

212 kWh

Distance range km

750km

300km

300km

650km

650km

Filling time h

3 min

0,5 – 5h

0,5 - 5h

3 min

3 min

Energy cost per kWh PEU

0,54

0,32 €

0,14 €

0,75 €

0,44 €

Energy cost per km €/km

0,093 €/km

0,04€/km

0,018€/km

0,08€/km

0,046 €/km

Investment cost €

25.000 €

38.000 €

38.000 €

68.000 €

68.000€

4.000 €

4.000 €

4.000 €

4.000 €

Leasing/Financial models
Maintenance cost
Tax relive
Grands
Safety
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Warranties
Environmental impact

1,4

1,6

0,05

3,85

0,14

Driving ban
infrastructure
Power for charging/filling
Special charging tools
Easy to use/handle
Environmental friendly
Critical materials storage
Source: source: own contribution

The matrix shows the different case studies information. The valuation is done in three
different colours which gives a first impression about the key values. The first rating would
take the FCEV with a green H2 produced form Wind. Depending of the valuation of the
values and how important this are and the customer segments (long/short distance driver,
availability 24 hours for the car, size of the vehicles) a simple analysis can be made out of
the matrix. The matrix could be expanded with other alternative fuel and production
processes like synthetic fuels from power to gas applications, biogas reforming processes
and others. In the energy traffic analysis, the CO2 emissions could be reduced over 90% in
compare to the today´s reference vehicles, if H2 is produced out of renewable energy
sources like Wind, PV or another RES. The analysis takes todays energy cost for Wind
generators. The cost (depreciation cost) for the electrolysis unit and pressure riser unit is not
included. That is depending of future innovations for standalone systems or possible
decentralized filling station. The potential of cost reduction through higher quantities
(economy of scale) is huge.
Conclusion
Reducing the amount of CO2 emission in the mobility sector two important points must be
considered as a result of the analysis. Fossil fuel must be substituted with a renewable
energy source and secondly to improve the efficiency chain for energy usage in the mobility
applications. Electricity as a renewable energy source can be used direct to charge BEV and
indirectly producing H2 as a green secondary energy source for storage in the FCEV. Both
concept for the power train have pro and contra, depending on the importance of the
customer segments. There are no ideal vehicles type to satisfy all the customer needs. With
the presentation of the different value propositions a good estimate can be made for the
individual customer segments. H2 as a green secondary energy source for the mobility sector
is a future alternative in the energy infrasture. Economically H2 is in compare to fossil fuel
sources still more expensive. This difference will change constantly with new renewable
energy technologies, learning curves, higher quantities and decentralized H2 production
units. In present H2 produced out of wind, PV and hydro Energy is nearly competitive with
today’s fossil driven energy conversion systems.
A clear view must be placed on today's old energy transformation processes. Efficiency
potential of over 40% must be addressed and implemented. From today’s perspective H2
which is produced out of different RES can reduce the dependencies on fossil fuels, saving
CO2 emissions and minimize the climate change in the future.
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Abstract
With population getting older in the developing countries, the cost associated with Research
& Development (R&D) for the government, organizations and NGOs is growing
significantly from year to year. Most of the cost in R&D are spent by organizations and
hence the need to halt or to stop the double digit expense growths. Automating with
software robots the R&D field in Life Sciences can shift the paradigm to a patient-centric
and outcome-based model that can change this industry radically, by providing in the end
cheaper healthcare.
The regulatory processes in this industry are very complex and organizations follow tens
and hundreds of steps until their clinical trials can hit the market. While the regulations can
vary from country to country and there is no sign that the minimum level required for
documentation may decrease, how the process is handled internally can change radically
due to the new technologies available, like Robotic Process Automation.
Keywords
Robotic Process Automation, RPA, Machine Learning
JEL Classification
M15, M16, M19

Introduction
In this paper we will go through two cases studies resulted from implementing RPA in two
leading pharma organizations. As already explained and detailed in other papers
(Anagnoste, 2007;), RPA is a software solution that can be used to automate repetitive
work. These leads always in (1) cost reduction, (2) quality increased for the desired outcome
and (3) faster processing. From here to cognitive automation (ie. machine learning, RPA and
Chatbots, Intelligent OCR it’s a matter of months or maybe a few years) (Anagnoste, 2017)
Specifically, for the pharma organizations from this case study the main challenges facing
were high data volumes, high error rates (which can have a big impact on the company’s
image), long hours spent on rework, clicks and checks through different legacy systems and,
ultimately, high turnover due to repetitive work.
Literature review
In order to comply with the numerous government regulatory requirements pertinent to
clinical trial, every organization must maintain and store specific documentation and content
regarding the clinical trials. The information is stored in a in the Trial Master file, also
known as TMF, which nowadays is an electronic storage, hence becoming electronic TMF

779

BASIQ INTERNATIONAL CONFERENCE

or eTMF. The eTMF can also comprise strategies, methods and tools used through the
whole lifecycle of the clinical trial. These systems must have a (1) Digital content archiving,
(2) security and access control, (3) change controls, (4) audit trails and system validation.
One of the main components of the eTMF process is the Green Light Form (GLF). Prior to a
clinical test going live a set of more than 20 documents have to be issued and signed by
different parties as a demonstrations that various checks, steps, activities, and approvals
have been carried out according to the state regulation, so that the company can receive the
green light on starting the drug test and recruiting the first patience(s).
Summarizing, the GLF is a checklist of these documents. The GLF checklist itself is a
document that needs to be completed and signed prior to site initiation. Currently the
completed GLF document is printed, signed (“wet” signature), rescanned / uploaded and
saved to the eTMF.
The processes are complex and not 100% standardized, with many variances and use of
multiple systems from study to study, making it an ideal candidate for automation. In Table
no 1 I summarized the process complexities, consequences and the automation
opportunities:

#
1.
2.

3.

4.

Table no. 1. Process complexities, consequences and automation opportunities
Complexity
Consequences
Automation
opportunities
and
benefits
Not structured approach Each time a variation between - Process redesign
though multi-countries.
countries arises more checks and Document
different documents are required management
Audit
trail
Broad
volumes
of A lot of work and constant information (ie. clinical monitoring from the project generation
- Multiple systems
trials can generate more team
integration
than several hundred
- Less errors
documents)
Regulations
becomes The study teams face more and - Better compliance
more and more complex
more
regulation
through - Time saved
increased compliance checks in
varieties and volumes
Interacting with multiple Hard to track and communicate
applications and databases the study progress at any point in
in developing the studies
time
Source: Author’s research

In this case study our team automate it 10 out of the 15 steps in the GLF process including
document tracking and completion, feedback collection and final document posting, as seen
in Figure 1:
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Fig. no. 1. Global life sciences in an organization
Source: Author’s results after automating a process in pharma

During the process automation the engagement team role was to improve compliance and to
provide a secure way of centralize documentation. As a result, a process redesign was
necessary so after a carefully process decomposition and a business cases provided at the
end.
The results in this case were pretty impressive which can be summarized by better
compliance at reduced costs:
- Increased support for study’s document management team
- Increased compliance in eTMF and GLF process
- Improved new process
- Better metrics tracking
On a second case study performed to another large pharmaceutical company, the client
needed to increase compliance by automating “check, chase, escalate” steps for required
documents in the eTMF. As a result, after we deployed the robots requested by the client the
following happened:
- Consistency throughout all study escalation procedures
- Easily adaptable robot to new business changes which allows the business to adapt
to new regulations and compliance requirements
- Diagnostics for continuous process improvements
In the R&D activities in Life Science there are multiple areas that can be the perfect clients
for automation. Beside the area of document management, here are the additional areas:
1. Pre-emptive warning of due documents – check the due dates of each document
and inform the project team accordingly. Penalties and huge image damages can
be avoid.
2. Consolidate status reports – with all rules based on predefined criteria
3. A chatbott – that can interact with the project team increasing both efficiency
and quality
4. Website documents activation – by initiating the activation procedures
5. Document retrieval – by retrieving specific documents in due time from
different sources (ie. systems). A robot can have his own username and
password, but ensuring also an audit trail.
6. Document upload – sending all documents to be uploaded to the robot and
letting it to do the correct upload in eTMF
7. Document archiving – verifying the status of each document one by one and
archiving them accordingly
8. Patience tracking – input patience information between systems
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In the third case study a leading global pharma company asked our firm to conduct a RPA
Pilot in Switzerland in order to automatize the Pricing process in the Finance and
Controlling department. Our team used UiPath, a recognized leader for research companies
(Gartner, 2017) and developed a robot in 6 weeks automating all the manual work in this
process. The main systems/applications with whom the robot interacted are the following:
- Internet Explorer
- Microsoft Sharepoint
- SAP
- Microsoft Excel
- Microsoft Outlook
Updating prices to tens and hundreds of products and services is boring, time consuming
and prone to error. On top of these the attrition rate in the Finance & Controlling department
has suffered also, people leaving mainly due to ample repetitive work.
A Process Diagram and User stories were developed by the development team, but also they
proposed a new process design (ie. process reengineering). The client accepted all the
proposed changes because those were reflected in qualitative savings, such as:
a) Increase in accuracy – the error rate to prices fell to 0%, which released the
employees from this stress
b) Consistency of the process outcome – due to the fact that many people had different
methods of updating the prices now a single and uniform method is applied across
the organization
c) Staff retention – allowing people to focus on things that really matter with highvalue added made the attrition rate to decrease to 0% in the following months after
the implementation
d) Reliability – the robot got very fast the reputation of being trustworthy or
performing consistently well
e) Independence – while each key geographic location had to wait the updates from
the headquarters now can do it independently
The automated process reduced the processing time for each pricing list from 25 minutes to
only 6 minutes, a reduction of 76% in terms of time, as reflected in the Figure 2 below:

Fig. no. 2. Pricing updates duration in minutes (before and after the automation)
Source: Author’s calculation

Given the several pricing lists the automation resulted in more than a million EUR in
savings, while the process itself was 100% automated – with no human intervention at all.
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As a result the client requested additional process to automate, while developing also a
Center of Excellence (CoE).
The CoE is an alternative to contracting external consultants in performing future work. In
the RPA case this work means future automations and maintenance services. Before
enrolling into developing a CoE an organization must first ensure the following prerequisites:
- Has already implemented successfully a Pilot
- Has developed all the procedures and means to attract, train and coordinate a future
team of RPA developers
- Has put in place the right infrastructure on which the RPA team will work
In the Figure 3 one can observe the path to Center of Excellence:

Fig. no. 3. RPA path evolution
Source: Author’s developed framework regarding a Center of Excellence

Its main purpose is serving the internal clients in the organization by helping with (1)
Process assessment, (2) Process prioritization, (3) Development and Maintenance, (4)
Operation support, (5) technical Support and (6) Training. The aforementioned services
make the CoE scope.
After the implementation a CoE will have also a crucial role in creating the (1) Recruitment
guidelines, (2) Assessing the candidates’ skills, (3) Training the team and the business
partners, (4) Creating methodology on working with robots and (4) Coaching the team.
As a result, in Figure 4 we can see the stages in setting up a CoE:

Fig. no. 4. Typical phases for setting up a CoE
Source: Author’s project map to implement a Center of Excellence
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Conclusions
The cases studies presented in this paper should lay ground for:
1. Future automation in the pharma industry, as already seen in other fields (Feranzzi,
2015)
2. Reduce costs for doing research, which can be translated further in lower costs for
services and products to the final client. Only in USA the medical services are
expected to increase with 5.5% per year between 2017 and 2018 according to
Center for Medicare & Medicaid Services (CMS, 2017)
3. Begins a new working collaboration model: robots and humans (Chui&all, 2012)
4. Allows the employees to focus on task that require complex problem solving,
critical thinking, creativity and people management (World Economic Forum, 2012)
5. Reduces the costs associated with attrition and job satisfaction
6. Puts in perspective the next phase after implementing a Pilot, and that is, developing
a Center of Excellence
7. Presents also a success story for a little Romanian software company with 10
employees in 2013 to more than 700 employees and 10 worldwide offices. Like
always the leadership at top applied the right strategy (Bratianu & Anagnoste, 2011)
2018 and going further will require more and more jobs where humans work side by side
with robots, from which the organizations, governments and individuals alike will highly
benefit.
The future is already here and will shape everything: cultures, behaviors, and way of doing
business yet laying the ground for what is already know as Intelligent Automation.
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Abstract
The main goal of the current research paper is to analyze the evolution of the
entrepreneurship in Romania, for the period 2008-2016, of a four main indicators. The
source of all data used in the present paper is the Tempo Online Database of the National
Institute of Statistics. The evolution of the working age population during the analyzed
period does not record very high variability, the difference between the last year analyzed
and the first year included in the analysis is of only about 1.4%. However, notable is the fact
that the evolution does not have a clear trend being fluctuating. The unemployment rate had
a peak of almost 8% during the year 2009 when the impact of the global crisis was felt the
hardest in Romania. Afterwards the trend is negative with an abrupt decrease until 2011
when the unemployment rate came close to 5%, followed by a smooth increasing trend.
Noteworthy is the fact that during the last four analyzed years the unemployment entered
again a decreasing trend, the unemployment closing down to 4.5% (still higher than the
4.4% recorded in 2008).
Using panel data regression we have identified some of the main characteristics of the
Romanian entrepreneurship that can be considered as indicators. As far as the regional
perspective is regarded it is obvious that one can identify at least two large areas with two
different development speeds.
Keywords
entrepreneurship, firms, unemployment, regional disparities
JEL Classification
L83, O18, P25, P48

Introduction
Entrepreneurship, the private initiative, in particular and the private firms in general are the
backbone and the driving force of any market economy.
The role of entrepreneurship has an economical and a social component. This arises from
the relationship with other manufacturers, organizations, institutions, but also from the
founders and employees of the company itself. The role of the companies is different from
each of these collective entities.
One can speak of a formal role and of an actual role of the company. The formal role shows
what a business has to do, while the real role shows what a business is actually doing. The
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major part of the formal role is contained in the activity of the company, which was defined
together with the formation of the company. This role can also be found through the goals
that the founder or founders initially identified. The company has a target system made up
of one or more haptic targets and several minor targets. One can represent these in a
pyramidal form. The main objectives are usually set in relation to sales, net income or
market share.
Economically speaking, the main role of the company is to produce the goods and services
in the market, to sell them, to create value and perhaps also to bring in an income. In the
current vision of the economic role of the company, we find two different ideas. One of
those refers to the mission of the company to create value and implicitly bring profit to the
company's founders. According to the second idea about the economic role of the company,
the management must find a balance between the expectations, rights and claims of the
associates, managers, shareholders, suppliers, customers, government and other authorities.
Until the '70s, small and medium businesses were not seen as important. It was thought that
the big companies are more meaningful for the development of the economy. Nowadays it is
known that the small and medium businesses can bring much more value. 50 years ago, the
businesses, research and education of entrepreneurs were not an important activity and were
considered a collateral activity.
1. Literature review and general framework
The small medium enterprise sector has now a very well-defined structure and it is known
that the economy of a country depends very much on the functioning of this sector. A
dynamic and healthy branch of SMEs can power the national economy.
Since the late 80s / early 90s, a series of articles has been published, which criticize the
"Trait Approach". (Gartner, 1989) even pointed rather brusquely, if the personality of the
entrepreneurs really important for the business is. The "traits" approach does not lead to his
opinion a declaration of entrepreneurship or success because "a startling number of traits
and characteristics have been attributed to the entrepreneur, and a "psychological profile "of
the entrepreneur assembled from these studies would portray someone who has a great deal
of life, full of contradictions, and, conversely, someone so full of traits that he would have to
go to a sort of generic 'Everyman' ". He asked then to discuss whether it was not much more
important to find out what an entrepreneur is doing to succeed. He clearly pursued one
behavioral approach. As a result, traits research has become increasingly insignificant,
especially in the United States. There have been a number of long-term studies that "traits"
are not considered significant or at least not particularly relevant.
The research of the recent years made clear the following trend: the business model is
recognized as an important component of any successful business and it was made a fine
distinction between "entrepreneurship" and "intrapreneurship”.
The difficulty of agreeing on a definition of the term "entrepreneur" is already discussed
(Kilby, 2015). He compares the entrepreneur with the "Heffalump" from A. A. Milne's book
"Winnie the Pooh". There the Heffalump is described as: "... rather a large and important
animal. He has been hunted by many individuals using various trapping devices, but no one
so far has succeeded in capturing him. All who claim to have caught sight of him report that
he is enormous, but disagree on his particulars. "It seems similar with the entrepreneur; he
too is described by many, science agrees that it exists and has a high relevance, but disputes
about appearance and properties. Overall, many different definitions of entrepreneur or
entrepreneurship can be found; Morris documents 77 different definitions in relevant
publications over a period of five years. Overviews of further collections of definition
possibilities can be found, for example, in Fallgitter or Gartner.
Even though the discussion in the literature has not yet been completed, at least three basic
groups of approaches can be defined: Entrepreneurship as a function of the market, the
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Entrepreneur as an individual and Entrepreneurship as a process (Landström, 2018). Often,
this systematization is broadened or refined: For example, numerous publications regarding
individual relationships still differ between personality-oriented and behavior-oriented
approaches (Stevenston, 1990; Jarillo, 1990).
Romanian entrepreneurship is definitely in a promising stage. Despite the country having a
lot of potential, the dynamics of change towards a more innovative economy and digital
society are poor. Reports of the current state of the entrepreneurial ecosystem show that the
biggest barriers hindering its development are lack of trust, transparency, and predictability,
as well as access to finance and a limited capacity of higher education institutions in playing
an active role as a stakeholder. Nevertheless, insufficient communication among ecosystem
stakeholders and poor coordination along government policymakers are currently slowing
down the ecosystem’s evolution process. There are undoubtedly islands of excellence, and
access to a well-educated talent pool is one of Romania’s main assets. However, brain drain,
insufficient funding opportunities, and the low culture of entrepreneurship require radical
policy actions if the current state of affairs is to change faster.
For the Romanian people, development and promotion of entrepreneurship were a central
task in the last decade for the creation of jobs, competitiveness growth and for a sustainable
development of the economic sector. Regardless of the method chosen to start a business,
the entrepreneur must deal with criteria of rationality in terms of choices, decisions and
performance evaluation.
In recent years, the Romanian ecosystem has been evolving mainly at its own pace. The
picture of Romania’s attractiveness in terms of entrepreneurial opportunities seems to be
biased, partly due to the lack of the reliable data and partly to the insufficient power of the
country’s promotion projects. There are virtual platforms (e.g. Start-up Romania) as well as
physical ones (e.g. events and hackathons) in the Romanian entrepreneurial ecosystem.
However, these provide a limited and therefore slightly biased view of the ecosystem.
Media focus on start-ups and entrepreneurship, while very important in communicating the
success stories, further bias the overview, since only recent news is reported with a limited
impact on the Romanian language audience. The most common website promoting
entrepreneurship – Start-up.ro – is planning to launch an English language version soon.
According to a recent study of PwC Romania, over a half of the biggest entrepreneurial
companies in Romania develop their activity in Muntenia region. According to the
aggregated value of the turnover in top of the activity fields in the region are wholesale,
retail, auto trade, food industry and agriculture. Prahova and Brasov counties are two of the
most significant industrial centers in Romania, both related to production and to the number
of Romanian entrepreneurs who were able to create businesses in this sector. While in
Prahova entrepreneurs have focused on the oil industry as the county managed to attract
investors like OMV Petrom and Lukoil, in Brasov County many of them became suppliers
for large companies such as Continental. Last but not least, Covasna and Harghita counties
are known for their businesses in the wood and furniture industry.
2. Methodology
For assessing the evolution of the entrepreneurship in Romanian the attention was focused
on the evolution of four main indicators, covering, mostly the period 2008-2016. The source
of all data used in the present paper is the Tempo Online Database of the National Institute
of Statistics (NIS).
The analysis includes:
 The evolution of the number of firms/1000 inhabitants (only population in working
age) for the 2008 – 2016 period, national and county level.
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The evolution of the number of firms/1000 inhabitants (only population in working
age) for the 2008 – 2016 period, for micro, small, medium and large companies.



The evolution of the number of SRL-D firms (started each year) for the 2013 –
2017, national and county level.



The evolution of the unemployment for the 2008 – 2016 period, national and county
level.



The evolution of the population within working age for the 2008 - 2016 period.

3. Empirical results
The number of firms/1000 inhabitants had a “V” evolution during the analyzed period, with
a 33.2 value as a low, recorded during 2011. Also noteworthy is the fact that the number of
firms/1000 inhabitants (only population in working age) recorded in 2016 represents only
93.5% from the number of firms/1000 inhabitants recorded in 2008. Therefore, the effects of
the global crisis and their magnitude is clearly visible.

Fig. no. 1. Number of companies/1000 inhabitants
Source: NIS, 2016

In what the size of the companies is regarded notable is the fact that micro companies
(between 0 and 9 employees) have suffered the greatest impact during the crisis their
decrease being the greatest. The small (10-49 employees) companies and the medium ones
(50-249) have recorded a visible increase during the bottom of the crisis followed by a
decrease in the next 3 years. Alarming is the fact that the growth rate entered a negative
trend for the last three years.
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Fig. no. 2. Evolution indices for number of companies/1000 inhabitants (using the size
of the company)
Source: NIS, 2016

The evolution of the working age population during the analyzed period does not record
very high variability, the difference between the last year analyzed and the first year
included in the analysis is of only about 1.4%. However, notable is the fact that the
evolution does not have a clear trend being fluctuating.

Fig. no. 3. Evolution of the population within working age
Source: NIS, 2016

The unemployment rate had a peak of almost 8% during the year 2009 when the impact of
the global crisis was felt the hardest in Romania. Afterwards the trend is negative with an
abrupt decrease until 2011 when the unemployment rate came close to 5%, followed by a
smooth increasing trend. Noteworthy is the fact that during the last four analyzed years the
unemployment entered again a decreasing trend, the unemployment closing down to 4.5%
(still higher than the 4.4% recorded in 2008).
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Fig. no. 4. Evolution of the unemployment rate
Source: NIS, 2016

The newly established companies (SRL-D, are companies started under a state scheme by
entrepreneurs which are starting a company for the first time) might signal the risk aversion
of Romanians and their desire to get involved in a more direct way into the economic gave.
The peak was reached in 2013, when the program started and most of those thinking on
embarking on this path “jumped” on the opportunity. The decrease that followed was abrupt
and it almost halved the number of established SRL-D in 2014 and it was followed by an
increase in the coming years. The economic increase that accelerated during the last two
analyzed seems to be favoring employees and as a consequence it does not seem to be
encouraging entrepreneurship through this governmental scheme.

Fig. no. 5. The evolution of the new started SRL-D companies
Source: NIS, 2016

From a regional perspective (for the year 2016), in what the number of companies/1000
inhabitants in working age is regarded, the county level disparities are significant. The
center-west area is the strongest, together with the area connecting Brasov-County and
Bucharest.
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Another area with higher values is Dobrogea (Tulcea and Constanta Counties). In terms of
newly established SRL-D companies, the north-west area is the strongest concentration
pole. Dolj County, Iasi County, Arges County and Bucharest are the other important spatial
units with large concentration of new SRL-D. The south east and the east of the country are,
as expected, regions with lower values, where entrepreneurship through this scheme was a
less exploited opportunity. The same areas, namely south and east (of the country) are also
leading in terms of unemployment. The west area, due to its proximity to the Hungarian
boarder and as a consequence to the European highway system displays very low
unemployment rates.

b)

a)

d)
c)
Figure no. 6. 2016 a) number of firms/1000 inhabitants, b) number of established
SRL-D companies, c) unemployment rate and d) occupation rate of the labor resources
Source: NIS, 2016

The occupation rate of the labor resources displays a similar picture with the one presented
by the unemployment. The central and the western areas have the highest exploitation rates
while the east and south east regions are lagging.
Conclusions
At national level, the number of companies/1000 inhabitants in working age is recovering
after the wall recorded due to the effects of the crisis but has still not reached the 2008, precrisis, levels. The same effect is recorded for the unemployment rate which is on a
descending trend but has still not reached the 2008 level. Alarming is the fact that the
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number of newly established SRL-D companies, a clear indicator of the entrepreneurship
propensity is decreasing at the final part of the analyzed period.
As far as the regional perspective is regarded it is obvious that one can identify at least two
large areas with two different development speeds. On one hand there are the west, North
West and center areas where the high level of economic development is visible in all
analyzed indicators, and on the other hand there are the lagging regions of south-east, south
and east.
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Abstract
Innovation is an activity with deep implications in economic and social development,
representing a concept studied at both macro and micro-economic level. To ensure the
competitiveness and success of the organization, managers need to accept innovation as a
key element for the organization. The aim of this paper is to highlight the most important
aspects related to innovation and how it can be used to generate economic growth. In
general, economic growth can be obtain in two ways, the first one is to increase the number
of inputs to increase the number of outputs, and the second way is to increase the number of
outputs using the same inputs. Innovation can lead to higher productivity, meaning that the
same input generates a greater output. As productivity rises, more goods and services are
produced – in other words, the economy grows. For this we have analyzed the evolution of
the importance of innovation as a key force to determine the competitiveness in the
industrial sector over the past five decades. We identified the main requirements for a
competitive organization and proposed a model of innovation management that shows that
all stakeholders should innovate to achieve a high level of performance.
Keywords
innovation, competitively, innovation models, economic growth
JEL Classification
O31, O43, O16

Introduction
Innovation is considered to be a focal point of an organization’s strategy and a crucial factor
for its competitiveness and survival. Organizations develop innovations to adapt to their
external environment and react to perceived changes inside or outside the organization.
Innovations can be implemented in organizational results, structure, and processes to
maintain or improve performance or effectiveness.
Innovation is an activity with deep implications in economic and social development,
representing a concept studied at both macro and micro-economic level. Innovation
generates a growing interest, both from the perspective of economic development and the
need to find new alternative solutions such as resource consumption and environmental
impact, driven by economic and industrial results.
Figure 1 shows the evolution of the key strengths of competitiveness in the industrial sector
over the past five decades. It can be noticed that until 1970, most companies looked at
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innovation from a very narrow perspective, focusing mainly on results (Gandhi, 2008;
Maier, 2012a).

Fig. no. 1. Evolution of key forces to determine competitiveness
Source: Maier, 2014

Then, in the 1980s, the emphasis was put on productivity, quality being second and
innovation found only in some points (Brad, 2008c). Over the last twenty years, businesses
have been focused on quality management through processes and systems. This has helped
to achieve competitive positioning through the concept of continuous improvement. In the
1990s, global market competition prompted companies to consider quality as a key driving
force, without omitting productivity in the competitiveness equation. In 2000, a shift of
priorities emerged and companies realized that innovation is as important as quality to
provide them with a competitive edge in the market (Maier, 2012a; Brad, 2008c; Leitner,
2010), this approach reaching its maximum at present.
1. Theoretical Framework - Increasing competitiveness through innovation.
Innovation Management
We will define working terms that contribute to the concept of innovation. Many have a
different view on innovation, confusing the innovative product with the innovation process,
resulting in an innovative, competitive, profitable product designed to be transferred to
industry by known means (Săvescu, 2015).
What is Competitiveness?
Competitiveness is a complex concept which, at a general level, expresses the ability of
individuals, firms, economies, regions to stay in competition at an internal and / or
international level and to obtain economic advantages under a certain business environment.
Professor Carbaugh of Washington University, USA, defines a firm as competitive if it
produces goods and services of superior quality or at a lower price than its internal or
external competitors. Otherwise, competitiveness is the ability of products and services to
withstand the market test in advantageous conditions, resulting in constant increases in
productivity and standard of living (Săvescu, 2015).
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What is innovation?
Innovation is a topic that is very much addressed in the scientific literature and defined by
both practitioners and researchers because of its relevance to increasing success and
surviving firms (Brad, 2008). The term “innovation” derives from the Latin word “inovatis”
(in -, novas - new) what the translation would mean renewal, novelty; change. Innovation is
something new that has no precedent. Innovation comes from the verb to innovate; the
action to innovate and its outcome; renewal; innovation. Innovation involves making a
change, introducing a novelty into a domain, into a system; to renew; to introduce, adopt or
propagate an innovation (Academia Română, 1998).
The concept of “innovation” from an economic point of view was analyzed for the first time
by the Austrian scientist J. Schumpeter in 1934 (Mohini & Waddell, 2004), where
innovation was defined as “all changes to implement and use new types of innovation
products, means of production and transport, markets and forms of organization of the
production process”. In innovation, as defined by Schumpeter, five types of activities are
admitted: 1) the creation of a new product or the substantial improvement of an existing
one; 2) introducing a new production method; 3) opening a new market / entering a new
market; 4) the development of new sources of raw materials and materials, respectively; 5) a
new organization of the company. In the last period, the sixth activity can be admitted:
creating a new image of the organization (Butlin, 2004). According to Schumpeter’s belief,
innovation is the main source of profit. He stated that, in essence, profit is the result of new
combinations, and without development there is no profit, and vice versa, there is no
development without profit (Băloiu, 2001).
From the above definitions, the following innovation issues arise: a) innovation can be the
ultimate result of scientific and research activity (new technology or technology, new
product, etc.); b) innovation is a process of creation, implementation and expansion of new
technologies, new forms of organization, etc.; c) the existence of a new idea and the
achievement of useful results through its application having a positive influence on
performance are the essential elements of innovation; d) innovation is the result of an
investment process in scientific research and development through the creation of new
products, new technologies or new methods in order to obtain profit. All of these abovementioned approaches to innovation are based on the fact that:
Innovation = Idea (Invention) + Implementation (Commercialization)
What is innovation management?
Through innovation management, we can understand the process of organizing and
allocating available resources, both human, technical and economic, in order to acquire new
knowledge, to generate ideas that enable us to obtain new products, processes and services,
or to improve existing ones through transfer of best ideas to the manufacturing and
marketing phases (Săvescu, 2015).
2. Research Contribution - The imposed requirements for an organization to have a
competitive innovation
On a competitive market in which a multitude of organizations with innovation concerns
evolve, they have to periodically assess both the current and the prospective external
environment (market) and internal (technological possibilities).
With regard to external environment analysis, organizations need to take into account:
 buyer / consumer tastes, market issues;
 legislation, regulations specific to the field of innovation, including in the field of
intellectual property;
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 technical, economic and social aspects.
An innovation management model is shown in Fig. no. 2 and includes:
 The culture of innovation
 Strategy
 Competence and knowledge
 Technology
 Types of innovation: product innovation, process innovation, innovation in marketing,
innovation in human resources, innovation in network development and administrative
innovation
 Infrastructure
 Market

Fig. no. 2. Model for innovation management
Source: own illustration

The model shows that all stakeholders should innovate to achieve a high level of
performance. Specific solutions for each innovation section need to be developed. The
model can be seen as a range of tools, techniques and methodologies that help companies
adapt to the circumstances and respond to market challenges in a systematic way.
To be a successful innovation, managers must accept, plan, and fuel an innovative culture.
The advantage of creating an environment where everyone can contribute to creating an
innovative culture becomes one of the priorities on the managers’ agenda. The best tactic to
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create an innovative culture is to introduce management practices (progressive,
disseminating employees at different levels through different channels) to promote
innovation.
Organizational infrastructure if it does not support innovation then innovation cannot be a
strategy to achieve performance. The organizational infrastructure includes its areas of
interest, its objectives, strategy, management performance and support for the introduction
of innovation.
An innovation is the result of a process that consists of a set of activities and a succession of
events. From the Figure analysis. 2. It is noticed that the innovation process starts with
generating the idea that can come from internal sources or external sources to the firm. This
phase is generally characterized by something that resembles to chaos. According to the
frequency analysis, only 8% of companies have a very clear and fixed structure for
collecting ideas, and one in three has a poor structure. This implies that ideas are created at
random, and even worse, they are not accounted for. This stage is very important for the
success of the innovation process, and there are clear criteria and objectives for generating
ideas, as well as formal procedures and systems for filtering ideas (Kusiak, 2007).
Then goes to the next stage of choosing the idea, and at this stage, the company must try to
eliminate less costly ideas before spending money on future investigation and development.
It is possible that, at this stage, two types of errors appear:
- noticed - is the case for enterprises that fail to foresee the potential of an idea;
- unnoticed - are those decisions that require the further development of a product
idea, followed by a subsequent failure on the market.
In the process of choosing an idea, two levels are usually met: the first is to assess the
market potential and the production and sales capacity of the product, and the second level
involves the numerical assessment of the product.
After the second stage, the choice of the idea follows the development and testing of the
idea. At this stage, the organization is faced with the task of determining the low cost
aspects in order to obtain a realistic price.
The marketing test is the stage where the new product is made available to the customer but
in a smaller quantity than in the case of a next table launch. At this stage, the following tests
can be used:
- standard market test - is used for testing consumer products;
- limited market test - due to reasons for alerting competitors to the potential of the new
product, the company may choose to place the product at a limited number of stores for a
short period of time;
- tests based on product use - some potential customers are selected to use the product under
normal and short term.
Testing is important because innovation itself is not a guarantee of long-term success. There
must be a clear link between innovation, basic skills and strategy - the growth potential is
maximized when all three elements are aligned; a survey shows that 28% of all companies
reject an idea if it does not fit the company strategy, while 22% are ready to adapt the
strategy to benefit from innovation (Kusiak, 2007). The final step involves launching and
evaluating the results.
It is very important that after the innovation process is completed, its consequences must be
traced to the “adaptation and integration” of innovative and newly discovered solutions in
the existing product / service / process structure, helping to significantly improve working
conditions and transformation environmental conditions.
The results of the impact analysis of the innovation process must be concrete, substantiated
and to contain directions, to be followed, to improve risks and increase value application of
innovation results. The impact of the innovation process is the following (Dervitsiotis,
2010):
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• customer impact, customer satisfaction has grown from products / services that offer
greater value, along with increased loyalty to the organization;
• impact on employees, a form of employee satisfaction, increased loyalty and better
cooperation within the organization;
• the impact on the organization, in the form of increased confidence, a healthy attitude
towards reasonable risks and a greater degree of cooperation;
• overall performance improvement, measured by revenue from new products.
Conclusions
The purpose of innovation is mostly to survive, to grow, to make a profit, but what matters
for innovation is how it affects the chances of survival, profit and growth opportunities. The
main purpose of the economic growth is to increase the standard of living. It is obvious that
a long term economic growth is the main objective of every society and in general this can
be obtained by two ways, the first one is to increase the number of inputs that go into the
productive process and the second way is to think of new ways in which you can get more
outputs from the same number of inputs. The first approach in creating conditions for
economic growth is a solution that implies more resources and there are a lot of situation
when this is not possible. In this context is tempted to think about the second solution and
through innovation we can obtain more using the same resources. This is one of the major
benefits of innovation it can take to economic growth.
Innovation and productivity growth bring vast benefits for consumers and businesses. As
productivity rises, the wages of workers increase. They have more money in their pockets,
and so can buy more goods and services. At the same time, businesses become more
profitable, which enables them to invest and hire more employees (ECB, 2017). In the end
the increasing of the living standards is due to innovation — this has been the case since
the Industrial Revolution. Today, innovative performance is a crucial factor in determining
competitiveness and national progress. Moreover, innovation is important to help address
global challenges, such as climate change and sustainable development.
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