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STUDIA UNIVERSITATIS BABES-BOLYAI, NEGOTIA, LV, 2, 2010

ALLIANCES STRATEGIQUES ET GESTION DES
CONNAISSANCES: TROIS CAS DE PARTENARIATS
TRANSATLANTIQUES

JEAN-MICHEL VIOLA *, DESISLAVA YANKOVA *?

RESUME. La connaissance est a la fois un étalon de metuwra instrument de
transaction. Cet article examine, a l'aide de tétigles de cas d'alliances France —
Canada, la facon dont les entreprises gérent laaissance a leurs frontiéres. Il
débouche sur une typologie des interfaces : l@gtioh en contrblant, I'absorption en
apprenant, I'exploration en veillant et le dialogere échangeant. Il poursuit en
mettant I'accent sur I'importance souvent mésesimé la gestion de l'intraface
entre l'alliance et le reste de l'organisation, kudiffusion de la connaissance et
sur le réle des agendas individuels dans ce prosess

Mots cle:alliances stratégiques, connaissances, co-operaipprentissage

1. INTRODUCTION/ ALLIANCES ET GESTION DE LA CONNAIS SANCE

Cet article explore les enjeux stratégiques etrlésanismes de gestion de
la connaissance en contexte de partenariats. Conteseentreprises, tout en étant
conscientes du réle crucial mais ambigl des paitéaapeuvent-elles s'assurer de
géref ces échanges et I'objet particulier que conslitumnnaissance, a la fois étalon
de mesure et instrument de transaction ? Apreappel des fondements théoriques
des enjeux de connaissance au sein des alliance®(s présenterons le cadre de
la recherche (2) pour ensuite ébaucher une typoldgs modes de gestion de la
connaissance aux frontiéres d’'une organisationHi@alement, nous proposerons,
a partir des limites de I'étude, quelgues avenoes ges recherches ultérieures (4).

Quelle que soit la structure administrative ret&ngeatre critéres permettent
de classer un accord comme une allidnseit la volonté de coopération pour
atteindre un objectif, la mise en commun de resssyrune forme minimale de
réciprocité et la préservation de l'indépendancglkt des parties. Si la question

! Professor, CEU Business School, Budapest, HoagriieSC Rennes, Frane&lajm@ ceubusiness.org

2 Senior Consultant, Strafitectiesislava.yankova@strafitech.com

3 Handy (1994) rappelle que le verbe «gérer» sighiiditionnellement «prendre soin de», «s'occdper
plutdt que contrdler et planifier.

“Voir, par exemple, Contractor et Lorange (1988)r pme discussion des formes concrétes de ceslaccor

5 A lintérieur de ces balises, nous utiliserons cafe maniére interchangeable les termes de
«partenariat», «alliance» ou «collaboration».
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des motifs a été largement explSrda performance de ces accords est plus ambigué
(Singh et Mitchell, 1996). Ainsi, en 1994, une é&ude l'institut de recherche
Conference Boariahdiquait des taux de satisfaction des partenallast de 26% a 54%
selon la nationalité et le type d'accord. Par @ifie plusieurs auteurs ont identifié
les enjeux critiqgues au sein des alliances. Pampbes une concurrence sous une
autre forme et une course a l'apprentissage (Hanal, 1989), des effets pervers,
tels une dépendance accrue, un délaissement dhérlacal dans le cas d'accords
internationaux, une dégradation de position comctielle (Porter et Fuller, 1986),
une perte de capacités de gestion par détournetechattention (Hamel et al.,
1989), une dérive vers une acquisition (Bleekerastz 1995) ou encore une perte
possible d'opportunités (Powell, 1987).

Les alliances, ces «liaisons dangereuses» (Drut®886), n'excluent pas la
concurrence et peuvent méme l'exacerber au seioodeses a l'apprentissage
(Hamel et al., 1989). En créant une fenétre ch@attenaire, elle peut devenir une
arme indirecte pour subtilement le vider de sa @&ere (Lei et Slocum, 1992).
On assisterait ainsi a I'inversion d’'un paradoxdadstratégie, «si tu veux la paix,
prépare la guerre», qui deviendrait: «si tu veuguarre, prépare la paik»

Au-dela de ces limites, les alliances sont génédmatge vues comme une
source majeure de création de valeur (Spekmanadlls, 2000; CapGemini
Ernts&Young, 2000) ou les enjeux de connaissari@mnent un role central
(Badaracco, 1991). La création de valeur passdapaapacité des entreprises a
réaliser trois types d'opérations dans leurs mhati concrétiser des synergies
entre les bases de connaissances des partengdirebgarber des savoirs de son
partenaire (2), préserver ses propres savoirsqueis (3). Les individus qui
franchissent les frontiéres organisationnélteprésentent I'un des mécanismes du
rapprochement. Aldrich (1979) les considére comtaeté l'origine de I'émergence
des réseaux d'échange. Spécialement précieux au débrapprochement pour
gérer les flux d'information, ils s'assurent debtmine communication, détectent
précocement les problemes et construisent les $ieciaux (Alter et Hage, 1993).

® Dés 1988, Lorange et Contractor (p.9) identifieeptsmotifs & la coopération: la réduction du
risque, l'efficience par économies d'échelle oiomalisation, la complémentarité technologique,
I'amélioration du pouvoir de marché, 'exigencealésrités locales, |'accés a des nouveaux maethés
plus généralement, l'accés aux ressources dansouoaspus de quasi intégration verticale. Nous
pourrions rajouter le gain de temps a cette typel¢Bowell, 1987; Hamel et al., 1989) dans un
contexte ou le temps peut étre une source d'avestamcurrentiels (Stalk, 1988).

" Nous empruntons cette inversion & Glucksmann (323 qui l'utilise dans le contexte géopolitique d

la dissuasion nucléaire.

Sans rentrer dans un débat sémantique entre tepepiives contrastées des auteurs qui traitent

d'apprentissage et ceux qui traitent de connaissanoonvient toutefois de préciser certains ékésie

Davenport et Prusak (1998) précisent avec justegg® en général, les études portant sur

«I'apprentissage» traitent de processus, de cengéxt'individus au détriment du contenu; alors lgge

études portant sur la connaissance font plutdgise. Toutefois, la définition méme de la conaaiss

dans le contexte d'une organisation pose un prabtiant Winter (1987) a mesuré toute I'étendue.

9 Les «boundary spanners» de Katz et Kahn (1966).
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Il existe une autre problématique, plus rarememigéee, associée a la
guestion des frontiéres: la nature de la relatiotreel'alliance et le reste de
l'organisation. Aldrich (1979) définit comme unrlidache lpose coupliny la
situation ou les structures et les activités déféreintes parties d'une organisation
sont faiblement connectées entre elles, pouvast éaioluer indépendamment. Si
ce mécanisme permet une adaptation rapide etaffigdenvironnement, et donc au
partenaire dans le cas d'une alliance, il peut wioed empécher la diffusion des
bénéfices de la coopération dans le reste dedisagion. Il contribue également a
isoler de maniére plus ou moins étanche les élénmaptiqués dans la coopération.

Gérer la connaissance aux frontiéres d'une orgamsamplique donc, d’'une
part, positionner la dynamique de I'accord en teyme I'intensité de la dualité de
la relation et, d’autre part, développer des pragtigde nature a améliorer la base de
connaissance de I'entreprise dans son ensembtesrida préservant de dilution.

2. METHODOLOGIE DE LA RECHERCHE

Nous visons a saisir la logique contradictoire pagenariats du point de
vue des enjeux de connaissance en mettant en éwitlsnmécanismes spécifiques de
gestion mises en place par les partenaires adedinis alliances franco-canadiennes.
Le tableau 1 décrit les trois cas.

Nous avons conduit 47 entrevues d’'une durée deane heures et enrichit
cette base par des données issues des rapportsisaehudes communiqués de
presse. Cette collecte de données primaires etdsoes a été relativement structurée
pour assurer une base de comparaison inter caraetire d’éviter la surcharge
(Miles et Huberman, 1994).

Tableau 1
Trois cas de partenariats France - Canada
Partenariats Durée Objet Partenaires Apport
30 ans Conception et INDUCAN | Technologie,
INDUSTRIE | série de projets fabrication de fabrication et
systemes de assemblage
transport i
terrestre INDUFRA | Technologie et
composantes
2 ans Développement PHARMACAN | Technologie et
PHARMA projet unique | d’'une nouvelle adaptation
application PHARMAFRA | Compétence
technologlque_ technique et
d'fln’s_le glomalne réseau
vétérinaire commercial
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2 ans Adaptation et MEDIACAN | Droits

MEDIA projet unique | réalisation d’adaptation et
d’'une série de production
dessins animés

MEDIAFRA | Financement et
production

3. RESULTATS ET DISCUSSION

Nous traiterons d’abord des questions de l'interfaaire les partenaires (3.1),
puis des stratégies implicites des transactio2$ €3, finalement, des dimensions plus
souvent négligées de l'intraface entre 'alliantieaeste de I'organisation (3.3).

3.1. Interface et variations sur la frontiere
Les trois partenariats étudiés apportent un édairspécifique sur les
mécanismes de modulation de la porosité de laifn@nt

3.1.1. L'ouverture

L'ouverture de l'organisation au partenaire esptamiére manifestation
de la coopération. Elle se matérialise par une conitation et par un échange
d’'informations, d’employés, de biens ou servicesu®Ndevrions rajouter, pour la
distinguer d'une simple opération commerciale, gade communication et cet
échange se produisent dans le cadre d’un projeent@rement pris en charge par
un contrat et ou des ajustements sont donc némessiaimportance de I'ouverture
est liée au mode de coordination retenu entre deemaires et a la constitution
d’'un domaine partagé.

Le partenariat INDUSTRIE présente plusieurs donwmipartagés. Les
partenaires décident de répondre a un appel d'offrggoivent un projet, s’assurent de
son intégrité, de la compatibilité de ses compasaet de sa performance. La
communication portent sur trois questions. Le proj@posé par le client est-il
intéressant d'un point de vue économique? Commapitatiser sur les forces et
les disponibilités de chacun pour élaborer uneng@aui réponde aux critéres du
client tout en assurant la rentabilité financie@dmment établir un protocole de
vérification pour s’assurer de la performance fndlun produit composé d’'une
multitude de composantes issues de plusieurs fatise Notons que d'importants
effets d’expérience peuvent se manifester. Les nemxbprojets communs ont
aboutit a I'élaboration d’'une certaine standardisafpermettant d’élaborer une
série de critéres basés sur une méthode d’'anagstagies-codts.

L'analyse de I'appel d'offre, est le point qui coitch la plus grande ouverture
et transparence des partenaires et a la plus gm@jdetivité. Il n'y en effet ici
pratiquement aucune implication personnelle daemeres. Les deux parties analysent
la demande du client de fagon intrinseque. Saliw@biévalue de facon relativement
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objective en tenant compte de deux grandes sésesathmeétres : les critéres de
performance désirée par le client et les problérosés par I'environnement du projet.

La question de I'ouverture devient particulieremépineuse dans le cadre
de I'élaboration du projet commun en réponse apkam’offre. Trois types de
problémes peuvent rendre I'ouverture difficile.

- Révéler leurs disponibilités en termes de ressoursehumaines et
matérielles Les disponibilités des ingénieurs et des unitédyrtives renseignent
sur le niveau d'activité et I'état du carnet de omemdes Un ingénieur de
INDUFRA précise que «Cela peut étre délicat parfo@s en fait on n'a pas de
grands secrets dans ce domaine. Ce n'est pagtacapacités disponibles qui sont
révélatrices que quel type de ressources on s ifecter a quel type de projet».

- Révéler les innovations développée€’est la un des grands enjeux de
la solidité de la relation et sans doute I'une desensions les plus délicates a
gérer : comment inclure les innovations dans lejepreans trop révéler au
partenaire ses axes de développement technologigieair degré d’achévement?
La tactique que semble privilégier, ironiquemees tleux partenaires est celle de
la minimisation. «C’est un peu un jeu de dupesum&sun ingénieur d'INDUFRA,
«tout le monde fait comme si l'autre ne savait ga®n sait, on fait comme si
l'innovation était la depuis toujours...».

- Répartir le contrat entre les partenaires Curieusement, la discussion
n'est pas tellement critique au niveau des bérgéffaenciers recherchés mais
plutdt d'un point de vue stratégique : dévelopgdas gpécifiguement une expertise
dans une certaine zone géographique, avec unrcayf@ de clients ou encore
pour un certain type de produits. Autant d’indicati données au partenaire sur les
axes de développement privilégiés. Par l'insistans® a prendre une plus grande
part dans tel ou tel domaine I'entreprise réveleethé pense que va se situer la
croissance dans le futur proche

Le partenariat PHARMA présente une évolution dpdaméabilité de la
frontiere suivant trois phases. Une grande ferreetwr début. La relation est
largement contractuelle, technologie contre royaud&ns une deuxiéme phase, les
problémes forcent I'ouverture de PHARMACAN qui ddd@nner accés a ses sources
scientifiques, les chercheurs universitaires. Lesblemes du produit ont amené
PHARMAFRA a s'interroger sur la poursuite du prajgtant un climat tendu. lIs
ont imposé une ouverture des frontieres a sensieilg PHARMACAN. Toutefois
cette ouverture n’est guére problématique pourdans la mesure ou ce ne sont
gue les scientifiques, universitaires externes diéine activité relativement marginale,
qui sont concernés.

Le partenariat MEDIA est a la fois le plus ouverteemoins problématique.
L’ouverture est importante car le travail est mdieiment collectif et nécessite de
fréquentes interactions. Toutefois, le contratrdiéé clairement I'interaction, la
nature des taches a accomplir, les rbles de checlerésultat final attendu : la
production d’'une série d’animation. Ce que lesqraires dévoilent ce sont donc

7



JEAN-MICHEL VIOLA, DESISLAVA YANKOVA

essentiellement deux choses : leur degré de neatteis plus récentes technologies
et le degré d’expertise de ses employés qui egtriaent de la connaissance tacite,
difficilement imitable.

En fait c’est la logique méme de la coopérationapgelle cette ouverture.
C’est la condition minimale du non échec prématluépartenariat. Aussi naturel,
mais moins clairement rapporté par les partenaiseta question de la fermeture a
l'allié qui demeure une entité indépendante. Unetrainte supplémentaire pése
donc sur la durée de cette relation. Il faut senpiréir contre un risque de défection
ou de comportement opportuniste, ou simplementedatiin de I'accord.

3.1.2. La fermeture

L’organisation se ferme d’autant plus facilemerg fpartenariat fonctionne
sur un mode autre que celui qui consiste a faiserable la méme activité. Et cette
répartition des activités conduit a ce qu’on patuappeler une «domaine attribué» :
un ensemble d’'activités et de taches aboutissalat groduction de biens ou
services qui contribuent au projet commun maiscéffes séparément. Il n’y a pour
les partenaires qu’une obligation de résultat,marg de moyens, et encore plus
rarement d'interaction. Enfin, un troisieme domaipeurrait étre qualifié de
«réservé» dans la mesure ou certaines compétehoe®renations peuvent étre
utilisées pour remplir ses responsabilités de paite mais sans gu’aucun échange
sur cette question ne se réalise.

Dans le cas PHARMA, tout était clair au départn'yf avait pas besoin
d'échanger donc pas de probleme de frontiére:olatifire existait et le contrat
réglait les transferts. Avec les problémes, latféoa a du s'ouvrir, paradoxalement, a
un moment ou la confiance était la plus faiblesmnsuite elle pouvait se refermer.
Dans le cas MEDIA, le contrat structure le projetienc la facon de travailler et
les échanges. Le domaine attribué vient de laikatan géographique différente
des scénaristes qui fait qu’'une partie du trawstilefectuée en France et l'autre a
Montréal. Toutefois, I'interaction demeure impottatout au long du processus.

3.2. Interface et stratégies implicites des transaes

Le type d'interface en place, qu'il soit le fruitude formulation précise
ou, plus généralement, qu’il émerge partiellemenitidteraction, peut étre analysé
sous l'angle d’'une stratégie générale de I'entsgpguant au type de relation
recherchée et surtout quant a la définition dedtune et du réle de sa frontiére
organisationnelle. Ainsi, nous pouvons identifielatje «stratégies implicites des
transactions» sur un continuum entre le souci prede protection et la recherche
ouverte de synergie et de gains mutuels. Ces déles gxtrémes représentent,
pour I'un, une conception assez utilitariste etyrpautre, une conception quasi
idéaliste de la coopération. Pour chacune deségtest, nous analyserons trois
éléments clés, soit les motivations (et donc, iaigiinent, les objets), les moyens
et, finalement, les avantages et limites que nousqns leur associer.

8
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3.2.1. Une interface pour se protéger : le contrdle

Nous pouvons concevoir l'interface d'une allianeesiun souci de protection,
pour ne pas aller au-dela de I'entente initialeyr ggarantir la confidentialité des
intentions et pour préserver les actifs. Le coptd@vient alors un élément clé, ce
qui, dans le cadre d’'une alliance, prend essestiglht deux formes : le contrble
de l'accés et le contrble des transmissions.

Le partenariat INDUSTRIE, par le nombre de persenngliquées, par la
diversité des savoir-faire mobilisés (politiques;htinologiques, de production et de
gestion) est celui au sein duquel la tentation rdéeption devait étre la plus forte.
Et, dans les faits, aussi bien INDUCAN qu'INDUFR#&ns$ effectivement ceux qui
pratiguent le plus intensément la protection. INBRAFqui, au début de I'union
avait une nette domination technologique, étaitnsigiréoccupée par le controle
du contenu que par le contr6le des intentions. ddedt était basé sur une
technologie éprouvée du point de vue francais étdesfert était donc le reflet
d’un enjeu supérieur : celui de I'acces a un nouv@arché nord-américain sans
crainte réel d'une perte de leadership technolagid®IDUCAN, quant a elle
n'avait rien a contrdler au départ car son seuloapgtait sa nationalité et son
contrat. Avec le temps, la nature de I'organisadartravail, trés structurée, fait en
sorte de morceler les taches et peut aussi agim eens, comme un mécanisme de
protection. INDUFRA semble un peu a contre-coudkams ce processus. En effet,
a posteriori, il appert que c’est la technologiei quété le gain important
d'INDUCAN au départ. Ensuite, I'enjeu concurrentitd facteur clé de succes,
n’était plus technique mais bien politique, au sé@da capacité a mobiliser toutes
les forces et images potentielles pour remportes dentrats. L’excellence
opérationnelle de INDUFRA faisait ensuite la diffidce avec la durée et la
répétition des contrats.

Le cas PHARMA montre une réalité un peu différefRelARMACAN
tente de préserver sa base de compétence en eohtfétcés aux chercheurs. Elle
tente de demeurer l'intermédiaire entre les chenchet PHARMAFRA dont elle
filtre ainsi toutes les communications. Ce n’est urgence de la situation qui lui
fait renoncer a cette protection devenue alorsghagique car elle entrainait un
blocage dans le processus coopératif, en raisonedasymétrie atypique de
connaissance : celui qui posséde la technologieedst qui la maitrise le moins
d’'un point de vue technique. De la méme facon, PMARRA préserve sa
connaissance des marchés et des réseaux de distrjboméme s'il est clair que
PHARMACAN n’a qu’un intérét relatif dans ce type skvoir.

MEDIACAN et MEDIAFRA, Les partenaires de MEDIA, nsont pas
impliqgués dans des stratégies implicites protextratans la mesure ou les paramétres
du contrat fixent précisémment les modalités dedapération. Le seul risque
potentiel résiderait dans une éventuelle et hypiohe débauche d’employés,
scénaristes ou réalisateurs.
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L'essentiel du contrble s’exerce au niveau des é&emges. Toutefois, |l
semble fortement médiatisé par la capacité pergure ghrtenaire a mobiliser ces
compétences. Cette perception sur la capacitéadad’ a absorber la compétence,
d'une part, et a la mobiliser a grande échelleytiéapart, est donc un déterminant
clé du type de protection qui va étre mis en pl&=.qu’'on cherche a protéger,
c’est donc un savoir-faire, source d’avantage é&gigtie, réel ou non : dans le cas
de PHARMACAN, une technologie de base, difficilp@server en dehors des
brevets; pour PHARMAFRA, une connaissance des syest@le commercialisation
et des clients; le systeme de production et laaiesance des clients de INDUCAN;
le systéme d’innovation et de R-D de INDUFRA. Naasstatons, qu’hormis la
situation de PHARMACAN, ces compétences sont laggersystémiques, c’est a
dire ancrées dans un ensemble complexe de fadtaorains, organisationnels et
contextuels. MEDIACAN et MEDIAFRA, a cet égard, ates compétences plus
individuelles, ce qui pourrait étre une explicatiohiabsence de protection.

PHARMACAN souhaite se prémunir de fuites technajogs particulieremnt
graves dans le cas d'un produit non fini car I'angatation lIégale sur la base de la
protection peut s’avérer ardue. Un autre aspechudivations de la protection est
également le gain de temps. En bloquant I'accéssaurces de la technologie on
tente de passer plus rapidement au stade de laawialisation pour se rapprocher de
la rentabilité. Toutefois, nous avons vu que lesités techniques du projet ont
obligé PHARMACAN a revoir cette approche et donre@oncer a la protection.

Le souci de protection qui matérialise 'ambigids alliances est un souci
Iégitime et indispensable de tout accord. Toutefbipeut devenir pathologique,
dériver vers trop de rigidités dans les échangaseibsence d'initiatives. La logique
de protection, au-dela d'un seuil minimum devidotsaanti-coopérative. En arriére
plan de la logique de la protection peut se profilee logique plus pernicieuse des
courses a l'apprentissage entre les partenaitesyujeert a issue incertaine.

3.2.2. Une interface pour absorber : I'apprentissag

Nous pouvons concevoir l'interface d'une allianoenme un instrument pour
aller chercher des éléments précis. L'apprentisdagient alors un élément clé. Dans
ce type de relation, il y a asymeétrie et I'un dadgnaires permet a I'autre un acces a sa
base de compétences. C'est la une caractéristiqdarhentale de ce type d'interface
ol I'un des partenaires accepte de transférerantie ge sa compétence a 'atftre

La relation entre INDUCAN et INDUFRA, a ses débiiltastre bien cette
situation. INDUCAN, en échange d'un accés a un herobtient un transfert de
technologie et de savoir-faire de son partenaies. ihodalités de ce transfert sont
en partie contractuelles, liées aux droits de pétdret d'utilisation, et en partie
organisationnelle, liées a une interaction de tppefesseur -éléve. En effet,
INDUFRA recoit des employés de INDUCAN et les ingmé de ses compétences

19 Notons que ce processus peut, par ailleurs, &iptroque, portant alors sur des objets différents
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guant a la maitrise et aux applications de la teldyie transférée. Avec le temps,
cet aspect a presque disparu. Nous avons maintementquasi symétrie de
compétences et ce type d’interaction porte esdlemtient sur de I'ajustement et de
la coordination technique.

La détermination des connaissances a transférenesttape préalable clé,
reliée aux enjeux concurrentiels et aux intentistratégiques. Il est également
nécessaire de déterminer les individus de prentigne, ceux qui vont étre au
contact du partenaire, mais aussi les mécanismescrdige de cette nouvelle
connaissance dans le reste de I'organisation.Xeanme, dans le cas d'INDUCAN,
une équipe importante s'est rendue en France gapreadre en action le savoir
d'INDUFRA et, au retour, a mis en place un prograe formation destiné au
personnel local.

Le partenariat PHARMA, apres I'autorisation donpae PHARMACAN
a PHARMAFRA de travailler en collaboration avec td®rcheurs, a présenté lui
aussi une dynamique similaire. Les compétencesddes partenaires étaient
complémentaires, au niveau de la finition du produéquipe de chercheurs avait
la compétence fondamentale du produit, I'équipePHARMAFRA avait une
compétence pour faciliter sa production et sotisatibn pratique par les clients.

Le partenariat MEDIA refléte lui aussi cette sitaatmais d’une maniére
particuliere pour deux raisons. D’abord, il y a gnande symétrie de compétences
techniques pour réaliser le produit, ensuite ledae cette compétence ne soit pas
décisive. En effet, I'apprentissage existe maimdaiére incrémentale et relativement
marginale, au niveau de facons de faire plus effigis, de séquences de travaux
différentes, de technologies de support distind®ésn de central a la compétitivité
mais, finalement une amélioration réciproque, dsdéament au niveau de la
rapidité et de la maitrise des co(ts.

Le probléme général lié aux interfaces qui présentkes dynamiques
d’apprentissage est le risque réel d’'une dérive uee course a I'apprentissage et,
de maniére plus pernicieuse, une évaluation dwemparat dans une logique de
guantité de connaissances accumulées. Une autsdorvede cette logique
concurrentielle sous-jacente réside dans une apgrde type Cheval de Troie, ou
une entreprise accede a une autre avec des imermirécises mais cachées dans
une perspective concurrentielle.

3.2.3. Une interface pour explorer : I'intelligens&atégique

Nous pouvons concevoir l'interface d’une alliancaipaller chercher tout
ce qui pourrait étre utile, sans une déterminatiomplétea priori. La veille ou
I'intelligence devient alors un élément clé. Dae#ie perspective, nous retrouvons
deux dimensions étymologiques du terme. En angkiigtelligence» signifie
«renseignement» dans le sens de 'obtention diiioemation riche, non directement
accessible alors gu’en francais, «intelligencesviecsa racine dans le latimtelligere
qui signifie comprendre. L'entreprise batit uneeifikce pour explorer, c’est-a-dire
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pour étre attentive, pour reconnaitre les oppadanét les saisir en intégrant ces
éléments, pour appréhender de maniére plus fifeteements de la compétitivité

présente ou future de son partenaire. Drucker (1PEise que la connaissance
représente une «fenétre d’opportunité» et que tte cenception nait I'avantage

concurrentiel de I'entreprise.

On retrouve chez les deux partenaires du cas INDRUSTIne tendance
nette pour obtenir une information au-dela du grogmmun : les technologies
expérimentées ou en développement, les orientatiecisniques, le carnet de
commandes, les accords avec d’autres partenamagefdis, ces recherches et leurs
résultats sont le fruit d'initiatives individuellgon systématisées, non structurées et dont
les résultats ne sont pas nécessairement explBigssséminaires sont organisés
chez les deux partenaires pour gérer I'informatigssentiellement au niveau de ce
qui peut étre divulgué et de ce qui ne peut jati@ige. Le contenu porte sur le
langage mais aussi sur les habitudes de gestiatodaments écrits ou informatiques.

Le partenariat PHARMA présente de tels aspectsdé du partenaire
francais. Cette asymétrie s’expliqgue par sa compétéechnique et donc sa capacité
d’'absorption des données scientifiques constitlzanbnnaissance de son partenaire
ou plutét des chercheurs universitaires associggsnapartenaire. Cette situation
facilite la tache de PHARMAFRA car son interlocut@gtait pas un employé de
PHARMACAN. Il n'était lie & PHARMACAN que par un otrat spécifique
portant sur un produit spécifique. Les élémentheshés portent sur les nouvelles
générations potentielles de produits ou le dévedommt de nouveaux produits
basés sur des technologies similaires.

Le partenariat MEDIA ne présente pas de comporterd&xploration
d’opportunités informationnelles pouvant étre ekpks entre les partenaires. Ce
contractuel et la nature des activités impliquées.

Nous constatons que cette approche repose beasgolgs individus. Les
frontieres de I'éthique ont ici des contours paffious et les partenaires en sont
tous trés conscients. Aucun ne déclare ouvertemait une telle approche mais
le type d'information recherchée et les moyens giarfiétournés de I'obtenir
peuvent contribuer a donner une impression en e && tact, la réciprocité des
comportements et cette dimension éthique qui ptagente chez tous sont autant
de limites a une emphase trop radicale sur cett®ropNotons toutefois que
I'envisager a certainement aussi des effets sedstaiur les mesures défensives a
prendre. Finalement, reconnaissant les limitesegtpérils du Cheval de Troie,
I'entreprise peut étre amenée a concevoir sonfaterdans une perspective plus
large, a plus long terme et plus constructive, &m gomme un dialogue.
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3.2.4. Une interface pour dialoguer : I'échange

Nous pouvons concevoir l'interface pour créer dedkeur par synergie. Le
dialogue au sens d'lsaacs (199@evient alors un élément clé pour créer une valeur
ajoutée au partenariat, une valeur additionnelfergaport aux objectifs initiaux de
'accord. Une telle relation repose sur quatre élésfortement corrélés : I'écoute; le
respect qui vient du latinespecerg «regarder a nouveau», pour voir le partenaire
comme un sujet a satisfaire plutét que comme uet @bontrdler; la suspension de
nos propres jugements et opinions; et la priseaditign, la révélation de ce qu'on
considére comme fondamental, indépendamment de toflitence extérieure. Ces
éléments contribuent a cette synergie qui démanredes bases cognitives. Nous
retrouvons ces éléments avec des dosages contfastésos trois cas.

Le partenariat INDUSTRIE présente un dialogue as@f®e qui se situe
essentiellement a un niveau individuel et informei reste donc marginal sur la
dynamique de I'accord. Entre individus ou petitsugres participant au projet, des
éléments d’un véritable dialogue se mettent eneptagais sa dimension ne devient
jamais organisationnel et n’a donc pas ou peu dictgosur les partenaires. Iy a
un dialogue humain mais pas organisationnel enecs gue les relations sont
exclusivement centrées sur deux éléments : legtprpptentiels et les projets a
réaliser. Une dynamique de groupe se forme maisél que peu de répercussions
sur la dynamique de I'alliance en termes d’une eption commune des choses, de
la formation collective d’'une représentation sus Espects technologiques et
concurrentiels de leurs activités. En avancant,ceous ne minimisons pas
I'importance de ce niveau de dialogue qui est umeait important de la relation
mais qui se situe a un autre niveau que celui diee pPéoccupation premiére qui
porte principalement sur les éléments de lintefpouvant déboucher sur une
synergie créatrice. Le type de dialogue identifié aussi une condition préalable
pour passer a un niveau plus stratégiqgue mais Hitigro hiérarchiqgue des
personnes impliquées ne facilitent pas toujourt ¢ednsition.

Le partenariat PHARMA est resté centré sur sesctifgenitiaux. Celui-ci
a toujours été dans une situation de rattrapageapgport a son agenda de départ ce
qui a conduit & concentrer les énergies sur laetdahcomplétude du produit et sa
production. Méme s'il a été envisagé ensuite deldppements en termes de
produits dérivés ou encore en termes de marchégayuques comme I’Asie qui
était exclue de I'accord initial. L'écoute a toujpété présente mais souvent imposée
par la gravité des problemes. D’un coté, écoute partenaire légitimement mécontent,
de l'autre, écoute d'un partenaire qui détientdés de la solution a un probléme
gu’il est impératif de régler indépendamment ddatsms de recours légaux. Le
respect a été mis a mal par ses probléemes maislavemps et le constat des
efforts mutuels, les deux partenaires ont finaldneenvergé dans cette voie. Les
prises de positions ont porté sur des aspects togpérals : la définition d’'un
produit fini du point de vue de la capacité de piibn fiable a relativement
grande échelle et de sa capacité d'utilisatiorcat® par I'utilisateur final.

11 «Generative dialogue invents unprcedented poiibiand new insights» (Isaacs, ibid, p. 41).
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Le partenariat MEDIA présente riche dialogue maiisrgste circonscrit au
projet sans aucune forme de rétroaction sur leerdst I'organisation. Ici, la
dynamique de groupe débouche sur un dialogue ghitides éléments liés a la
tdche a accomplir et a des perspectives nouvethesme 'adaptation de nouvelles
ceuvres, I'adaptation & d’autres univers cultureteroe le moyen orient ou I'Asie.
Mais la nature du projet, trés explicite et prégisla mobilité des membres de
I'équipe rendent la aussi les impacts organisagtmhimités. L'écoute, le respect
et la suspension ont toujours été présents etigsspde position portaient sur des
aspects artistiques et culturels.

La métaphore de L’Agora illustre bien I'environnerhd’un dialogue. Elle
suppose gu'au niveau de l'interface se mettentaae ples mécanismes qui permettent
ce type d'interaction. Nous l'avons vu dans legstrexemples, la longueur de
I'échange, la fréquence des interactions, la magemanceuvre par rapport au
projet sont autant d’éléments qui contribuent aremossible un dialogue qui soit
fructueux non seulement au niveau individuel masseau niveau organisationnel.
Les limites d’'une telle approche sont le risquepdee de contrble et la crainte
d’une perte de temps. Ces limites proviennent dedeonnaissance ou de la sous-
estimation des colts d’opportunité liés a une dygaen de l'alliance centrée
uniguement sur la tache et sans perspective dépassibe-ci dans une logique
d’efficacité. Cet élargissement de la portée duegpariat passe, par ailleurs, par
une meilleure gestion de la relation entre I'alliaret le reste de I'organisation.

3.3. Gestion de I'intraface entre le centre et sxiphérie

Pour esquisser les contours des enjeux de la gasdtioe intraface, nous
aborderons successivement les flux internes qréseptent la premiére concrétisation
de ces transferts de la périphérie vers le celatrdiffusion de la connaissance sur
un plan plus organisationnel, pour tenter de mettréumiére les éléments mis en
place par le centre pour intégrer la périphéridirilement, les agendas individuels
qui font de la périphérie un élément important geyeu concurrentiel individuel qui
se joue au centre.

3.3.1. Les flux internes et l'intraface : trois Iqges transactionnelles

Trois logiques (stratégique, opérationnelle ourfaiare) peuvent expliquer
les flux entre I'alliance, i.e., la périphérie letentre, i.e., I'organisation. Dans une
logique stratégique, le centre vise une plus graftieacité de I'organisation en
intégrant des éléments de l'alliance, par exempie, meilleure connaissance de la
dynamique concurrentielle, des spécificités gédyopms d’'un marché ou des
exigences changeantes des clients. L’alliance less & lieu privilégié de cet
apprentissage, le laboratoire qui permet d'atteimdins rapidement une connaissance
opératoire de ces dimensions, soit directementadtepaire, soit par la synergie
cognitive née de la collaboration. Le centre seveoalors face a un probleme de
formulation.
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Dans une logique opérationnelle, le centre viseanm&ioration de I'efficience,
par accroissement de la flexibilité, une contractiu temps ou des colts. Par
exemple, un acceés a des intrants & meilleur co@cees a une technologie innovatrice
plus rapidement ou encore & des compétences de rraaumeéliorer les processus.
Le centre doit reconnaitre la contribution potdigtiee la périphérie et l'intégrer
dans ses autres activités. Le centre se trouve &oe a un probleme de diffusion
et d'implantation.

Dans une logique financiere, le centre vise unerdification du risque ou
un accroissement des revenus. L'objectif est dérgénles ressources a la périphérie
pour financer d'autres activités selon les prigrithi centre. Le rendement et le
court terme sont alors des dimensions importargda dynamique qui prévaut au
sein de la périphérie. Celle-ci est vue, pour negre la célébre terminologie du
Boston Consulting Groygomme une sorte de vache a lait, chargée deintaurr
centre ou d'autres activités périphériques. Lereesd trouve alors face a un probleme
d’optimisation. Nous avons trouvé ces trois log&jugvec des dosages différents
dans les six entreprises étudiées.

Dans le cas d'INDUFRA la logique stratégique a tengps prévalu, en
termes de pénétration de nouvelles zones géogragsignotamment nord
américaine et, un peu plus tard, sud américaindog@mue opérationnelle a été
négligée avant que la compréhension des succé®JMAN n’ait poussé vers un
plus grand souci d’efficience et de compréhensiea dnjeux sous-jacents. La
logique financiére s'inscrit ici dans une logique portefeuille de projets pour
avoir des intéréts a différents stades de réalisatiepuis la soumission jusqu’a la
livraison, dans une perspective de régularisatemrdvenus et de gestion du carnet
de commandes. Egalement, au niveau de la répanjéographique de ses intéréts,
en termes de différentiels de croissance géograghiet de risques pays a prendre en
considération. L'entreprise INDUCAN a mis I'accesufr une logique opérationnelle
qui visait a rendre le nouveau secteur d'activapérationnel le plus rapidement
possible, a transférer les apprentissages d’uptgajn autre en termes d’organisation
de la production : gestion des échéanciers, teabnig’assemblage.La logique
stratégique est sous-utilisée, de I'aveu méme atgdhisation, dans la mesure ou
«Si nous sommes tres bon pour améliorer contimaelté nos facons de faire dans
l'usine, il y aurait encore beaucoup a faire sugdation des appels d'offre, a utiliser
nos expériences au contact des clients dans dif§éreins du monde pour mieux nous
préparer a soumissionner par exemple», comme lg@un directeur de division.

L'entreprise PHARMACAN est celle qui se repose ligspsur une logique
financiére. La mission de la périphérie est clagatrde fournir un financement
rapide aux développements qui se situent au ceniiereprésentent le coeur des
activités de I'entreprise, ses priorités stratéggjet qui vont étre développées sans
recours a un partenariat. D’autre part, et de fagmmplémentaire, la périphérie
sert & appuyer I'argumentation de PHARMACAN envessmarchés financiers en
dégageant les premiéres marges de manceuvre deepese. A l'inverse, son
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partenaire francais, PHARMAFRA, est mené par ungiglee stratégique : la
création d’'un nouveau péle d'activités, bati aipde ce premier accord. La périphérie
est alors ici un levier utilisé par le centre passurer son avenir dans une activité
prometteuse. La logigue opérationnelle est égaleprésente dans la mesure ou la
périphérie permet un gain de temps en apportanttectnologie de base. La
logique financiére est représentée par la divetifin des activités et I'utilisation
plus optimale du réseau de distribution déja eogptaur une base internationale.

L'entreprise MEDIAFRA semble menée par une logifjoanciére dans la
mesure ou la périphérie génére un financementoadi¢l, tout en permettant de
produire du contenu pour alimanter les activitéagijpales de diffusion. L'entreprise
MEDIACAN est elle marquée par une logique opérataie dans la mesure ou la
périphérie peut drainer beaucoup de savoir-faireatiepartenaire, plus expérimenté,
et les transférer a d’autres projets similairessquit le coeur de ses activités. Une
logique financiére, similaire a celle de MEDIAFR#st également présente.

Les plans stratégiques et opérationnels nécesgijemtl’entreprise soit
capable de diffuser certains éléments de la péngphérs le centre pour qu’elle puisse
en maximiser les effets positifs. C'est |a tounjé de la diffusion des connaissances.

3.3.2. La diffusion de la connaissance

Il est maintenant nécessaire de s’arréter aux @&k 'intraface mis en
place pour permettre au centre de rapatrier dese#lis pertinents de la périphérie.
Cependant, nous constatons, qu’a I'exception d’IKIBM, les entreprises impliquées
dans les trois partenariats ont largement néglegéééments. Les transferts, non
encadrés de fagon systématique, sont laissésad loasa des initiatives individuelles.

L'entreprise INDUCAN est la seule qui ait mis eag# un mécanisme qui
permettent de faire converger des connaissancks miphérie vers le centre. Et
encore, ce mécanisme est d’avantage un sous-prddugon systéme général
d’organisation qu'une approche structurée et syati@oe visant a optimiser la
relation. En effet, I'organisation du travail chddDUCAN, notamment au niveau
de la production et du montage des projets, repasane méthodologie trés stricte
qui encadre de maniére assez étroite le trava#nhéins, elle permet aussi aux
opérations de I'enrichir de facon ponctuelle pardeexpériences concrétes. Ainsi,
les épisodes vécus au cours de l'interaction onhédieu & des enseignements qui
ont été pris en compte, notamment au niveau teabrde la conception des projets
futurs, essentiellement d'ailleurs «au niveau déudgétisation, de I'évaluation
financiere des options techniques retenues» conemapécifie un ingénieur de
I'entreprise. L'entreprise INDUFRA n’a aucun mécane organisationnel pour
utiliser de facon systématique les éléments quiéonergés a la périphérie. Par
contre, les répondants sont trées conscients de ttine. «<Nous sommes trop
nombreux», «on a pas le temps et trop de gensntgas convaincus», «il y a trop
de roulement de personnel; si la méme équipe au®PpEes restaient ensemble ce
serait peut étre jouable mais la on recommenceesbsy
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L'entreprise PHARMAFRA utilise la formation internpour mettre a
niveau une équipe plus large. En effet, seules deuxrois personnes sont en
contact avec les partenaires scientifiques et m@eéf donc d'un apprentissage
trés riche. Des séances d'information et de foomatbont ensuite systématiquement
organisées pour mettre a niveau les autres chesletu’équipe chargée de la
production. L'entreprise PHARMACAN n’a aucun mésané pour ancrer la périphérie
au centre. Sa problématique est plutét d’'avoir ainmune ressource qui suit et
comprend minimalement les enjeux scientifiques spiisituent au niveau de la
relation entre les chercheurs et PHARMAFRA.

MEDIAFRA n’a aucun mécanisme mis en place ni prpour permettre
de relier la périphérie au centre. Alors que Ideref de MEDIACAN se situent
uniguement au niveau de l'organisation d'un roulemminimal du personnel
travaillant avec MEDIAFRA pour pouvoir les affectensuite a d'autres projets.
Mais cet aspect demeure marginal en raison déblagae relative des ressources et de
'importance ressentie de garder une certaine icoitdi humaine et personnelle a
l'interaction. Notons, au passage, que la présena@n de ressources excédentaires
est ici un élément crucial pour permettre au cediirgégrer plus étroitement la
périphérie. Cette intégration a un colt immédiateemes de ressources dédiées et
les bénéfices sont parfois incertains ou inconégléAinsi, souvent rien n'est
méme prévu en ce sens simplement par absence ldgiaéfsur les bénéfices
potentiels de ces transferts. Doadprtiori, aucune ressource n'y est dédiée.

Par contre un autre aspect généralement ressentiepaentreprises
étudiées, c’est le lien particulier qui se crééreeritalliance et la gestion des
ressources humaines dans la mesure ou la pariicipvient un enjeu important
de carriére individuelle. Ce qui semble cependaminsm évident pour ces
organisations, c’est, de notre point de vue, le réhjeur que ces aspects jouent
dans la dynamique coopérative.

3.3.3. Les agendas individuels

Clairement, la participation des individus au paateat devient un enjeu de
carriere considérable et un levier pour le jeu aoeatiel individuel. Le partenariat
devient un outil pour la gestion des agendas iddéls qui peut conduire a I'exogamie.

Il existe une vive concurrence interne au sein’'@greprise INDUCAN.
Un des enjeux de cette concurrence est la paficipaux projets les plus
stimulants, les plus prestigieux de I'entreprisan® le contexte de ces projets, la
capacité a travailler avec les partenaires est eaomition de réussite. Nous
pouvons ainsi nous retrouver dans des situationgsreéniére vue surprenante,
comme le raconte un ingénieur de production : «#starrivé de me retrouver
dans des situations assez spéciales. Nous étianquipe de I'entreprise qui
travaillait avec une autre équipe d'INDUFRA. L'efficité a été maximale car
notre principale motivation était de mieux fair€une autre équipe d'ingénieurs
impliquée dans un autre projet qu’on voulait av@itest comme si nos propres
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objectifs presque égoistes avaient été ce qui fagiitussir si bien». L'entreprise
INDUFRA présente une dynamique identique en rag®rsa similitude quant a
l'intensité de la concurrence entre ingénieurseasiiici rendue encore plus aigué
par le contexte de contraction du personnel. Dggnieurs d'INDUCAN ont
rapporté deux cas d'ingénieurs d'INDUFRA qui onpligué pour un poste chez
INDUCAN. La gestion de la carriére individuelle pelonc aussi briser la loyauté
a I'employeur en utilisant I'alliance comme une g&slle vers le partenaire.

Chez PHARMACAN, le gestionnaire a la téte de laigidn concernée a
été clairement mandaté pour générer des revenigesapsans résultat. Par contre,
juste aprés le bouclage de 'accord, soit la cotngk du produit, ce gestionnaire a
démissionné pour rejoindre les rangs de PHARMAFRAa téte de PHARMAFRA,
nous retrouvons un jeune chercheur qui venait diibtun premier poste de
gestionnaire, a la téte d'une nouvelle divisionn®a&a situation, la réussite du
projet devenait une condition essentielle de sasiteipersonnelle dans la mesure
ou I'accord devait concrétiser les débuts des ritmsvactivités, donc la possibilité
la plus rapide de commencer a générer des rev@rugui explique sans doute,
comme nous l'avons vu, qu'aprés ses déboires umitid ait eu une si grande
patience pour finaliser le produit.

L'entreprise MEDIACAN présente une dynamique un géférente. Ici, la
participation au partenariat semble moins percuent® un enjeu de la concurrence
individuelle interne mais d’avantage comme un magyaun la direction d’identifier le
personnel le plus prometteur, voire le récomperidieez MEDIACAN, le probleme
en est moins un de concurrence interne que deérdest ressources compétentes.
Nous retrouvons une situation un peu similaire dM&DIAFRA ou la rareté des
ressources allége considérablement l'intensité dehcurrence.

4. CONCLUSIONS

Nous avons mis a jour deux dimensions distinctesmeal’alliance. D’une
part, a la frontiere entre les partenaires, I'iistee de I'accord peut étre congue
selon quatre stratégies implicites qui supposerg pilus ou moins grande
ouverture. D’autre part, a la frontiere entre ialce et le reste de I'organisation,
I'intraface permet de moduler la diffusion des &ppissages au sein de I'ensemble
de I'entreprise et de s’ajuster a la stratégieatmaissance de I'entreprise.

Une premiere implication de cette recherche estlgueconnaissance du
caractére dual des alliances apporte un éclairageeau sur les mécanismes de
gestion de la relation, tant d’'un point de vue cititel que d’'un point de vue de
gestion de la connaissance. Des études processyatenettent a la suite des
travaux de Doz (1996) de compléter des recherdiésitjues (Borys et Jamison,
1989; Buckley et Casson, 1996) ou empiriques (Hari 1988; Hagedoorn, 1993).
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Dans cette optique, nous avons mis en évidengginuque et la complexité
d’'une alliance, faisant ressortir les différentgear et leurs interactions. Cette
perspective se développe au détriment d’approfeedients sur des éléments
précis. Par exemple, les modalités concrétes dtragigie implicite d’exploration,
au niveau de sa formulation et surtout de sa miseeevre restent a expliciter. Le
devis de recherche et le type de données recseditiat bien slr au cceur de ces
enjeux. La présente étude, loin de pouvoir liviee présentation exhaustive de ces
points, peut néanmoins servir d’assise pour coriceme recherche plus ciblée sur
des aspects particuliers du canevas présenté.

Dans le méme ordre d'idées, quel impact le chosxades a-t-il pu avoir sur
la suite des développements théoriques? Rappeloihy @ dans cette décision un
dilemme majeur entre potentiel de généralisationcavoir des cas «représentatifs»
et richesse potentielle du contenu, donc avoir ades«différents». Nos cas sont
certes différents quant a leurs enjeux, aux dynaesigle coopérations qu'ils ont
mobilisées, a leur durée, etc.Sont-ils représentatifs? Il est plus difficile u&
affirmatif sur ce point. Le cas PHARMA est peugétin peu particulier. Toutefois,
si nous élaborons sur ce cas spécifique, nous pswanstater que les implications
théoriques ne portent pas sur ces particularitéis taadiversité des cas permet
plutdt d'illustrer une représentation théorique gr@te dans des situations qui sans
étre extrémes sont quand méme fort différentes.

Quelles questions privilégier pour les suites andoid cette recherche? Nous
pourrions, d'une maniére traditionnelle invoquant&rét d’enrichir les données dans
d’autres secteurs d’activités, notamment danselegces. Nous pensons toutefois que
des avenues plus riches de potentiel s'offrent tera@mt a nous. Il est nécessaire
d’'approfondir le cadre proposé a trois niveaux.ri@’ypart, comment s'effectuent ces
choix quant a la nature de l'interface et de lifdace? D'autre part, comment décrire
de maniére plus détaillée les activités spécifiquesmnt aux stratégies implicites des
transactions? Finalement comment gérer simultanémmenportefeuille d'alliance
pouvant nécessiter des choix différents selornrigses que nous proposons?
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ABSTRACT. The existence of enterprises that can generattios and integrate

with the problems and changing conditions are waportant in today’s economic

environment. The small and medium size enterpi(S84E) that are competitive

and that are symbolizing the contemporary entreareenterprise model and that
constitute the major part of the total enterprisesl employment, gain great
importance at this point. Small sized enterprisky @n important role in the

economical and social development of a countryt iaghe case for Turkey.

Being one of the leading sectors, building seatdiere the labor-intensive
technologies are usei, a very important sector with the role in cregt@mployment
and vitality in economy. In this paper, the projgsttproblems and solution suggestions
of the Small Sized Construction Firms that takegola AEC sector are studied.

Keywords: SMEs, Small Construction Firms (SCF), Architecture/Engineering
/Construction (AEC)

1. Introduction: Small Construction Firms in Archit ecture/Engineering/
Construction Sector

In Architecture/Engineering/Construction (AEC) sectit is aimed to
accommodate international standards and to incteasfectiveness of the quality of
domestic and overseas contractor-ship and techo@adulting services, and the
share at the world markets. In accordance witrethass, studies will be prioritized to
increase the competition power and productivityhaf sector in our country and to
provide the management quality in producing sesvicebe incoherent conditions
with international standards. (The eighth five-ygewelopment plan 2004 program)
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Architecture/Engineering/Construction (AEC) sectsra leading sector
which spread out our country to the world, stepipatie global market, and started
branding beginning with the 2000s, as it was indtier sectors. The construction
sector is continuing to show its development wisteady economy and policy and
also investments in foreign markets continue.

Architecture/Engineering/Construction (AEC) sect@hjch is one of leading
sectors in Turkey and in which labour intensivehtestogy is used, has an
important place with the employment and the vialitcreated to the economy.
SMEs in Turkey constitute 99.3% of all enterpridashis rate, small construction
firms furnishing services in Architecture/EnginegyiConstruction (AEC) sector
constitute a part which is nearly the whole ofcalhstruction firms.

In crisis periods, while many firm owners changeirtfirms’ management
and financial structure, some others close thegrprises. Being able to survive in
these periods and to continue investments and g&asuit requires determining
professional management and strategy. As big agstiin firms continue their
activities, small construction firms also continineir activities and constitute a
major part of the sector.

In Architecture/Engineering/Construction (AEC) seavhich is the pioneer
sector in the country’s economy and which are mjaaill SMESs, the features of
small construction firms, the problems that theycocamter and the solution
suggestions are very important for the countrytsmemy and employment.

Small Construction Firms

In many countries, researchers use different defimiand criteria for the
term Small Scaled Firms (SSF) @@@anav, 2001). Measure of value of the definition
researches consists of employee number, machirseky gize and independency
criteria not to cause a conflict both at a natioorakn international level. (Akin,
1996, Akgemci, 2001, Kavi, 2001, Ozdamar, 2000).

The size SSF term represents differentiate in-tmiwiee countries according
to the industrialization level, market size, workedctor and used production
methodology and represents more a relative size side scale even differs within
a country at different regions and different braxgbf business. Definitions at the
researches may differ according to time, economegios, market, people and
subject related firms.

In literature, SSF identified with the firm sizeird size defined as the
level of economical activity and capacity. Valuatiriteria of a firm size are based
on two different criteria, qualitative criteria arglantitative criteria. Another
approach in recent years to identify SSF is to fakeccount the combination of
the qualitative and quantitative criteria (Mufgia, 2002).

Independent management, working for local markatjrtg a very small
part in the sector and having main capital of ihm Supplied by the owner of the
firm criteria are the qualitative criteria to idéptthe size of a firm.
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In some of the researchers’ opinion it is necestagover at least two of
the above listed criteria to define a firm as alsfiren.

Number of employee, firm capacity, the total amoofmivages and salaries,
total amount of the firm capital, production amquatal amount of sales, machinery
park size, total of active values, amount of energgd, amount of raw material used,
created added value criteria are the quantitatiteyia to identify the size of a firm.

Even the number of employee criteria is the mostiugiteria since it is
the most easily determined one of the quantitatiiteria, any of the criteria can be
the considered to define a firm’'s size (Alpugan989 The secondary evaluated
criterion is the machinery park size.

Small firms which works connected to big firms dam separated in two
dependent wise;

* Firms that prepare mid production for many firmshich have the
opportunity to work independent, not being depenhdarone big firm,

* Firms that prepare all or most of their produntfor one big firm.

Dependence wise, the majority of the firms thatpbyhe local needs are
the small firms (Alpugan, 1998).

Firms that take place in construction sector deitegthby the results of the
survey (Cetiner, 2004), 100% with their qualitatiesdteria, 80% to 100% with
their quantitative criteria and dependence wisalligtwith determined features of
these firms relying on the researches above mardiangeneral definition can be
made for “Small Construction Firms”.

These firms can successfully continue their workapplying different
types of standardized and typical products withpecgal and limited fields. In
recent years, new business opportunities are ddateSmall Firms as well as to
construction sector because of the change in cgotsum short time demands,
shortening of the durability of products, demand émstom made production
instead of fabrication products.

2. Features of Small Construction Firms

Management, Strategic Planning, Organization, FKieanAccountancy,
Marketing and Sales, Public Relations, Human Ressuinformation Technologies
and R&D are the titles that constitute featuresthe small construction firms
(Dinmez, 2005).

Management: It is necessary to be rather careful while taldegisions on
the works to be done in Architecture/Engineeringaiction (AEC) sector. Taking
decisions and doing works require a serious manageexperience and knowledge.

In small construction firms, project managemenhiégues are not used.
As in all SMEs, there is a management type whiaoisprofessional and which is
tried to be managed by one person’s decisions aneéfits. Since there is not a
management in which the decisions are taken byifgrstrategies in a planned
way, the firms are encountering with a lot of peobk.
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While beginning the construction, the place of tidding to be built, the
location’s suitability, its compatibility to the isting infrastructure, the construction
technique to be used, its technology, materialskeve and their employment, the time
when the site will be completed, financing, relasiavith customers and many details
as such are the issues to be taken into conswmtesaiiously in construction sector.

While taking a decision in a complex and long ps3¢ét is necessary to
have a good management and application strategg.cEm only be achieved by
planning and considering on it in advance.

In small construction firms, the firm owner hagdtal with some issues such
as financing, organization, marketing and salesnthterial supply and employment of
qualified personnel and workers as well as takigagement decisions. Accounting
works are generally performed by an accountantasittis required in every firm, the
firm owner has to have basic accounting knowledigesmall construction firms,
departments of sale, financing and human resoareesot available.

While beginning a building, the firm owner undedsalall risks and manages
his firm in a way which is different from professa managers. In small construction
firms, the firm is not just a source of income floe firm owner. The firm owner is
an actual worker and takes decisions consideriagotimefits of his family. The
family members also work in the firm actually anmd aducated in maintaining the
firm in the future.

There has to be an intensive communication betvweersites which are
the application areas of Architecture/Engineeringi&ruction firms and the offices in
which the official topics are pursued. The firm @~ralways rushes between the
site and the office. Since a professional managensenot available, the firm
owner who is at the site to supply the material$ ®mnmonitor the workers can be
late in management decisions and this creates poridems in the management of
the firm and the communication.

There are various operation steps related to e#tudr @uring the main
process in small construction firms. The firm owdeals with these all these steps
personally. He has to provide communication forhestep and organize them all
himself. In addition, he has to realize items agpbying materials and finding
workers. There is not an indirect and formal relatbetween the firm owner and
the workers and personnel who work in all phasdsgs Type of relation creates
flexibility in the firm. In small construction firsy since the firm owner determines
the aim of the firm by himself, any coordinatioroplems, any conflicts of benefits
and power struggles do not occur. The firm owneganizes the construction
works by making plans for short and medium terms.

For the problems encountered while taking decisb®fsre and during the
construction, a personal solution is found by tgyall solutions that come to the
mind. The decisions taken do not depend on a sgdiemmnalysis and the certain
rules do not have validity. The solutions are m=li in practice suddenly and
experimentally.
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Instead of written communication, oral communicatis used. While
taking decisions, intuitive analyses are carried ad analytic inputs, reports,
documents, and budgets are not used. The firm owoes not make decisions
with reports that depend on researches while heakking an investment and he
takes decisions by communicating on phone and thihconsultation of some
people who have done similar works before (Sorgugukizlu, 2001).

Strategic planning: It is necessary to make decisions in advance seadec
strategies in AEC sector. It is necessary to plahdecide on the operations to be
done during the construction. Experience, techrioalwledge, the ability to take
right decisions and strategy are required in thee and office. Since the aim is to
perform the project in specified time and with at&@i& cost and quality, a strategy
has to be determing&uruoglu, Ozvek, 2003).

In small construction firms, strategic planningdistermined momentarily
depending on intuition and it is realized in thigyw

Organization: In small construction firms while making an invasnt,
aimed targets have to be determined. How longiti#lke, which resources, which
construction materials and construction technolgiél be used and when and
which work items will be included to the projecgve to be organized. Strategic
targets are the main leading points while this mirggion is done, as the organization
is performed, the working processes should be oisdeIn order to increase the
performance of the workers working in the projetitg, things to be done, should
be specified. From the beginning of a constructmthe end, a lot of work items
function in the process. Having all these differié@ts; small construction firms,
require the profession of many specialized pedpiese are generally sub-contractors
such as painters, plasterers, and ceramicists.

Finance: Since having a financing department and a finan@mpert
would increase the cost, financial alternatives amdlit terms cannot be utilized
enough in small construction firms as in all SMEsis difficult for the firm to
make sound financial decisions, to apply and asbessesults and thus to make
effective financial regulations. There are somenftations such as KOSGEB and
KOBITURK, which provide alternative financial saloms for all SMEs and small
construction firms (KOSGEB). These foundations tzesolutions with their
projects and applications. SMEs, which become mesntifthese foundations both
take professional solutions and establish relataor business partnerships with a
lot of enterprises that are engaged in activityhieir own sector. Partnership and
cooperation, which is one of the most importanbfgms of SMEs in our country
has overcame in this way. It is very crucial fonsmuction firms which have to be
in coordination with a lot of enterprises such ab-sontractors, project groups,
material suppliers, producers to have partnership @operation, to know each
other, and to have contact with each other.
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Accountancy: While a team is working in accountancy departmeantsig
firms, a team is not required in small construcfioms as in SMEs. Generally one
person to keep all accountancy records is enoughwveMer, the possibility of
mistake is big to have only one person controllifgy. this reason, the information
presented by accountant has to be analyzed inl égtdhe firm owner/manager.
Besides that he has to understand all the concepfigche work; the firm owner/
manager has to have enough knowledge on accountAncguntancy procedures
are an important issue which has to be analyzeefudbr by the firms and firm
owners, whose records have to be followed and oithwthe firms and firm
owners have enough knowledge.

Marketing and Sales: It is difficult for SMEs to make a comprehensive
market survey in terms of cost and time. In oraemgét information about the
market that they will invest, making survey andtiggtin contact with the related
enterprises and foundations is useful for SMEs. Jihetion is the same for the
small construction firms also. If the building whicequires a lot of money and
labour and which appears after a lot of work itemd long lasting site applications
cannot reach its target, cannot find its custormewith not be used in accordance
with its purpose, this investment results in unssstulness. In order not to have
results like these, it is important to have investts by evaluating the targets that
arise after the market surveys, by knowing thesgeta will use which marketing
and sales strategies and which requirements thidifmy will meet, instead of
investing by intuitions and instincts.

In AEC sector, well known marketing and sales etyits are used. First of
all the product, that's to say, the building itsislimportant. This product by itself
is a marketing tool. Among the marketing and sadehniques of construction
firms, promotion and advertisement are effectivesorilthough there is a limited
number of small construction firms to realize thispchures, billboards, internet,
public relations and sponsorship activities arey\effective, and even they are the
first examples in the sector. In selling of thelthinig, and in the case of submitting
a guotation, it is very important to quote by cdesing the total demand and the
market price in the market related to your procarcservice. When the customer
that is targeted during sales and marketing ishesgcit is also important to know
in which environment to get in contact with thetoamser. The reason for this is the
necessity to get a long term contact with the custop to get a sound contact with
the customer and not to interrupt the relation witistomer in AEC sector. It is
possible to keep in-touch with customers first lbfrgth face to face meetings and
telephone calls and then via electronic mail amxd Pxotecting of continuity of the
relation with the customer during or after the saead giving a supply service in
any technical problem will maintain a relation beem the construction firm and
the customer and will provide prestige and trustlfie firm.

Marketing and sales in small construction firmamsissue that has to be
considered with public relations.
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Public relations. Public relations do not work in SMEs as a separate
department. The firm owner has to consider mardyetimd sales with public relations.
Small construction firms have the same situationalSconstruction firms generally
try hard not to lose contact with their customéi they have gained as a result of
their applications in housing even after sellindgpeyl must continue their contact
systematically with their customers in order taneahether they live happily in the
house purchased or not and to maintain the firméstigious appearance. They
perform this with the questionnaires they senthédr tustomers or with short telephone
conversations. The number of firms that make bsinéth this approach is few.

People who want to have their own houses want tm lbeoperation with
professional firms and to make all procedures dwvigether in project phase or in
construction phase or for a ready house, they reaqécessary service such as all
technical procedures, required cleaning, transportaand security which they can
also encounter even later.

Therefore the concept of public relations is vamgartant in small construction
firms. The firm can get development in sales arafgasionalism for the firm by
focusing on this issue and taking strategic dessio

Human Resources: Although in SMEs custom manufacturing can create
advantages in terms of a production understandiag will meet flexibility and
different requirements, it is inevitable for theris to have problems on issues such
as the material supply in requested time, seriatlyetion and product stocking.
Since the firm owner is generally an experienceggreon construction techniques
who has been educated in job and who is an ackdgetkperson, the firm has a
quality of being an education center. Apprenti@ning and accordingly master-
apprentice relation have gained a great importafecruiting qualified and
experienced masters is preferred in firms. Thuyg #re known by their masters’
quality in the market they are in. The problem of meeting the need of qualified
staff is valid for all firms. As a solution for thiproblem, educational associations
and professional organizations have to provide saiging programs in order to
meet the need of qualified staff and should trairefnen, master workmen, and
apprentices. To provide the accordance betweertiggaand theory in higher
education, the coordination between university iaddstry has to be encouraged.

In Architecture/Engineering/Construction (AEC) fsman organization
plan which is not generally much crowded is avdélaihe firm owner makes
decisions about management. He hires persons fisrown family or from the
persons whom he knows from his environment in ftinm.fBeing careful in
choosing the project team and site team who thestnastion firm will work
together affects the quality of the building siggahtly and thus it does not cause a
loss for the owner of the construction firm in terof cost and time.

While looking for a master workman in small constien firms, experienced
masters on their area are preferred. These masteestheir own teams. It is seen that
the working period of the chosen foremen/mastergha firm is one or two
construction periods. A difference between choosangther foreman in another
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construction and the quality of the constructiosunc However, some masters who
work in the same construction firm for a long pérare existed. In construction jobs,
masters recommend to the firm owner other magtatstey know for another work.
The masters and workers who cooperate with eaeln pibfer to work as a team.

Information Technologies: Using information technologies in small
construction firms is increasing. Using computerscbrrespondence, sharing them in
internet medium or reaching the information abotheo firms (producers of
construction materials etc) in the sector, getinig business partnerships, preparing
job offers and accountancy records by means of atenp in fast and without
mistake are seen as examples of. Using mobile ghionerder to communicate
with the staff the firm charged in the site, usarghitectural design softwares in
their architectural offices which the firm worksyagher, calculating the cost of the
construction to be built, and the softwares whighwsed in preparing the working
schedules are the other examples.

With these technologies used in application, thestraction firms which
continue their work using less labour in a shometican have uninterrupted
communication with their customers and provide rigl@bility and continuity of
the firm in the sector.

Incentives that some foundations such as KOSGEB KO®8ITURK
provide for SMEs in all sectors for using inforneatitechnologies have an important
place in our country. With the services they prevfdr their members, they can
provide communication between firms, new marketslausiness opportunities.

R&D: Construction sector which is pioneer in economyusthdollow all
sectors and economical conditions which it has &uetinological developments
carefully and should utilize the opportunities waiice this sector is in association
with other sectors. Construction sector which isnaportant symbol of development
level of a country should follow the developmenitsoad and should be renewed
by continuously developing. Firms should createradpctive environment on
innovation and the staff should be informed andpsuied. Innovations should be
an important condition for small construction firtasprovide the firm’s continuity
and growth. Internal and external publications aciéntific studies on the sector
should be followed, there should be joint studiéh wniversities and new relations
should be established with other firms by attendiagional and international fairs.

Small construction firms should both follow the awation and realize
livable places with modern and professional archit@l services in applications.
The firm should develop in each step from desigth material to be used and
from the management to application with this betwapiattern and it should focus
on R&D activities carefullfDinmez, 2005).

3. Problems of Small Construction Firms and Their 8lutions:

After giving the information about the featuressaifall construction firms,
let's analyze what these features have brouglitdrsame framework. (Table 1)
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Table 1.
The Problems of Small Construction Firms and TheirSolutions
The Problems of Small Construction Firms and TBeiutions
Features Problems Solutions
not to have a professional | Management information
Management management understanding should be transferred
not to have management Strategic planning should
Strategic planning strategies be carried out
Wrong assignment in Defining jobs and
Organization construction firms responsibilities
Making investment and Analyzing and deciding
Finance tending to foreign projects | various financial solutions
Accountancy problems Firm owner’s having
Accountancy accountancy knowledge
Increasing investments, Strategic targets in domestjc
Marketing and Sales realizing foreign activities and foreign markets
A continuous relation whoseg Being reliable and known
Public relations strategies have been planned
professionally
Staff in labour intensive Recruiting skillful staff who
Human resources Technologies has enough technical
knowledge
Gaining Time/income in Increasing the workers’
Information Technologies | construction firms at training and use of
Office/site Technologies
R&D Socio-economical, political | Following construction
and economic conditions materials and development
of construction technologies

When the titles that we have briefly analyzed ibl@4d are considered in detail:

Management: In AEC applications which cover manyrkwphases,
construction firms are not managed with a profesdionanagement understanding.
Therefore, necessary management information sHmulgiven to the owner of the
small construction firms. With a professional maeragnt understanding, the firm
can be able to take correct decisions in ordeetsuzcessful.

Strategic planning: Small construction firms, whiate partially lacking
professional management understanding, do not hamagement strategies to
reach their investment targets. If solutions areliped depending on the problems in
management, it is seen that the firms will alscsbecessful. They can be able to
reach to the aimed target with planned time ant cos
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Organization: The organization problem in constarctfirms has to be
solved in practice by defining necessary jobs asgansibilities with a professional
management understanding. Wrong assignment in raetisn firms results in
unsuccessfulness in investments.

Financing: Analyzing and deciding various financsalutions which are
the requirements of the construction firm that wilbke an investment and will
tend to foreign works will solve the investment lem.

Accountancy: The issue of accountancy which thesttanotion firms have
to be very careful with is important for the firimsorder not to have any problems
in the future and the investment is also significam terms of its financial
importance. While the accountant undertakes thegolares, the owner of the
small construction firm has to have enough knowéedg accountancy.

Marketing and Sales: In increasing competitive emunent, it is an
important problem for the construction firms to re@se the investments and
realize overseas activities. They reach their divjeavhich they have aimed both
in domestic and foreign markets with the stratduapytwill follow.

Public relations : Construction firms should beaircontinuous relation
with their customers whose strategy has been wiofeally planned in their targets
and applications. This helps the firm to be rekadhd known in its later works.

Human resources: Recruiting skillful staff who haseough technical
knowledge to be used in several phases in AEC sattahich labour-intensive
Technologies are used helps the firm reach suadessilts in its applications.

Information Technologies; Information Technologiased is an issue
which will make it possible to gain time and incomeconstruction firms’ office
and sites as in all firms. The use of these tedwies is common in construction
sector. With the staffs’ training, the use of tedlogy should be increased more.

R&D: Developing Technologies because of socio-eotinppolitical, and
economic conditions along with varying constructinaterials and development of
construction Technologies, all firms in AEC secs&hould be analyzed and
followed enough in an environment where the conipetincreased and there are
various construction needs.

The results obtained after analyzing these featafesmall construction
firms give information about the problems thesefirencounter and their causes.
According to these results, the most important l@mmbof small construction firms
is management. The most important problem amongrognoblems is their
characteristics. The characteristics of the firne #ine features that show its
institutionalization with whether it is managed togditional or modern management
understanding and whether work phases and thegfhitibns of employers have
been made right and enough.

The financial structure of the construction firmailso an important factor.
Programming the process of the construction regjedicated, qualified, technical
labor power and source. By this although the béginmvestment cost will be high,
additional costs in the construction process amer#in conditions will disappear and
as a result, the financial management of the fitlradso be affected positively.
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Other important points are defining the work enqutghdistribution; each
worker’s performing his job on time and in a quaetif way. Insufficient technical
training, job distribution by non Professional mgement affect the work
negatively in terms of quality, cost and time (Deun2005).

Some other reasons of the small construction fipnsblems that encounter
are the quality of technology and material. Cordtoon and communication
technologies, lack of materials and equipmentlabel of quality and standards in the
country can be seen with constructing system artémmahquality. Communication
technologies provide the manager/firm owner witpamant possibilities in phases of
programming and checking. Using technology durimg ¢onstruction makes the
process and communication easier. Unless the fivneotakes decisions in accordance
with the century’s necessities, using technolodi@ss not provide any benefit.

Socio-cultural structure of the society, physicatl dinancial structure of
the country, understanding of the management ofcthestruction firm and not
being able to perform team work constitute the [eols which are analyzed in the
framework of the study related small constructioms$ in Turkey.

Usage of project management and techniques profesli by the
construction firms in the country, which providé® tleading AEC sector to be
more qualified and efficient and it will developethsector by affecting the
investments positively, this will bring in richness the economy of the country
and thus will provide a solution for unemployment.

4. Conclusion

The data obtained from analyzing the features dllsconstruction firms
in Turkey, cause/ result assessments and solutiggestions show that not only
the firms should do some things in Turkey but dle government should take it
seriously, should make necessary laws and readicessary incentives. First of all
the education/level of education should be incréam®d by this way it will be
possible to reach the targets fast and hand dogvndkt generations.

The first problem in small firms is management. fif@agement understanding
generally eventuates with the firm owner’s persarad family benefits. The firm
owner’s being the only person who takes decisiansianagement and investment
gives flexibility to the firm works. Thus taking dsions fast and effectively is
seen as an advantage. Along with his experieneefitim owner’s education on
enterprise and management is also important. Helégfmprove his knowledge on
the sector by analyzing research-development wakswell as internal and
external publications about the sector and by ditgnfairs at home country and
abroad. He should attend training programmes amidnses which are given by
educational courses and foundations and combineowis experience and this
knowledge and then reflect them to his applications

The firm owner’s applying important issues suchii@sncing, accounting,
marketing-sales, public relations and researchdenwdlopment carefully will make
his firm to be more successful.
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The organization that the firm management will mak@&EC applications
makes it possible for work phases to be completedpacified time and cost. The
firm owner should have and carry out informatiom@bmarketing strategies. It is
extremely important to use information technologiesrder to reach reports or
projects to be prepared easily (Dinmez, 2005).

The economical problems of the small constructiomd in our country
appear with political problems. The fact that thare left for investment is low,
the balance between supply and demand in the nehtkages and purchasing power
has decreased shows the economical problems. Watiygavernment’s not giving
permission to political and economic instabilitgking decisions fast and applying
them, there will be developments in the sectoreamgloyment will increase.

Firms make changes in their management and finanderstandings and
this also affects the other sectors. During alledbenomic and politic problems, the
firms should develop their investments and to realhe applications by paying a
lot of attention for the correct preparations amd is seen as the best approach.
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ABSTRACT. The generic term of finance comprises a multitudepmactical
forms, apparently different not only from the taegbpurpose, but also by the way
of creating and using of the funds. However, firaigcdivided in two main forms:
public finance and private finance. The public fipa is trying to satisfy the
common needs of the entire community which is adténed by the constituted
authority, while the private finance refers to tieeds of a much more restrained
community constituted through the voluntary asgamiain lucrative purposes. In
this paper we tried show the differences between ghblic and the private
finance, their role and mechanism and which isiterdependency between them.

Keywords: Public finance, private finance, Sate, cash-flow

Overview

The word finance is a common noun like any othewvédver it has a
magical touch which conferring it various signiticas with implications in
almost every type of human activities, significagowith impact of different
intensity, starting from resignation and arrivimgdespair.

Human behaviours, developed and applied policiebeves, are directly
or indirectly, noticeable or not, admitted or raffected by the finance. Ever since
the human being has been conscient of its natuseaal animal and integrated in
an organised collectivity and until nowadays, ficmrbecame “the shadow” he
cannot get rid off (and its seems like he doesmet want to).

In the past two centuries finance become a mairobkior scientific
research, raising interest of some prestigious @osts from all over the world,
analysing the multiple implications of finance inyaform of social activities
(going on even in the present). The notion has laeehis still so often used that
one can believe that is fully known; however tlsigust an impression (not to say a
wrong one), because almost every user of thismaisaribe it different signification,
not only due the lack of elementary knowledge ie field, but due to interest
which has to be satisfied and to the followed goathe rhetoric and practical
approach. This observation is meant to underlieeetiiremely complex nature of
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so called finance category and especially the edidtory nature of its different
facets in the permanent process of its evolution.

The financial doctrine, not only the internatiormit also the Romanian
one, is a wonderful edifice, not polished, but éopolished, so that any contribution,
as modest as it might be, is possible and mostgtgbuseful (Jeze 1912,
Buchanan 1960, Weddigen 1964, Vacarel 2000)

The object of our research is represented by tlemain facets of the
finance category that are the public finance ardotiivate finance, even though we
think that we cannot start searching in those teil$ until we clarify the generic
term of finance.

The concept of finance

As we mentioned before, the concept of financeniextremely general
term, which covers a multitude of practical, opersl and sometimes apparently
different forms, through which the essence of whatcall finance is manifesting.
This essence cannot be defined only from one mfintew, from the perspective
of only one characteristic. The term finance idgrigcseveral defining elements.

The first defining element is represented by théonmf cash fund destined
for some utilization, meaning an amount of monesuawulated after satisfying the
current, immediate and surviving needs and meant#&bisfying certain future
predictable needs. For now, we do not discuss tahwhevel of the social
organization and for what purposes the fund istetkdt has to be underline that
this is just an amount of money (and not only) anglated in a certain purpose.
Accepting this first element as a defining featdgesn't reveal yet the entire
nature of the category of finance.

The second component element of the researcheglocgtis that of cash-
flow trough which we form and use the cash fundtuatty, we are talking about a
range of cash-flows for creation and utilizatiomeTcreation flows originate in the
national economy, more precisely in the surplusegated by the economy. The
utilization flows have as a destination the satisfe of the needs determined by a
large range of economic, social, cultural, educetiohealth care, national security
activities. The creation flows coming from the inmes generated by different
economic activities, are obviously affecting thienest of those who perform these
lucrative activities. The utilization flows will edribute one way or another, to the
formation of various types of incomes and not resmdly for those who contributed to
the creation of the cash fund. This way, the avaatind utilization flows of the cash
fund are highly contributing to the redistributiofthe incomes constituted in the entire
society (regardless of the level of the social nizgtion: national or international).

Another defining element of the concept of finaiscthat of social relation of
economic nature judicially formalized. The cashvBaare, by definition, redistributing
the incomes, this way affecting the property rights only of those who provide, but
also of those who receive and consequently gengnatell defined social relations. In
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well organized society those social relations whidfect the dimension of the
property need a precise judicial formalizatiorheitas a low imposed by the authority
which administer the community, or as a contractually agreed, between those
who provide and those who receive, stating the wparts.

As a result of what we said before the generic @irfimance is meaningful
only if we take in consideration the tree aspetissessence: the cash fund, cash-
flow and that of social relation of economic natjudicially formalized. Each of
them has a well define role in what will call latdse financial mechanism and
financial policy. Those three constitutive elementsfound in the practical aspects of
the financial phenomenon, being common charadesistVe insisted a little on
this aspect because in the conditions of the stat&olled economy, finance were
considered only under the aspect of the sociatioelaof economic nature which
occurred in the process of the redistribution & tational income, throwing on
second stage the content of the cash-fund andofheash-flow. Moreover, the
notion of finance and public finance used to be stildare interfered, giving them
the same meaning, confusing the general with tinécpkar. As presented before
the essential characteristic of the general cayegbrfinance, are found in the
definitions of every way of manifestation of thengeal concept. However, each
form is defining itself through specific characsigé placing it in the central area of
the science of finance.

Public Finance ver sus Private Finance

The generic term of finance comprises a multituflepmactical forms,
apparently different not only from the targeted gmse, but also by the way of
creating and using of the funds. In order to bé&ebstudied and used, this multitude,
almost kaleidoscopic, of practical forms of martidf¢ien of one and the same
essence it is necessary to be classified accotdiegrtain criteria imposed by the
purpose of the ongoing study.

The first criterion, with the highest level of coage, is represented by the
nature of the purpose for which the cash fund eated, namely the public or
private nature. According to this criterion we bgk that finance are divided in
two main forms:

- public finance
- private finance

Regardless of the public or private nature of thigpse for which the cash
fund is created, the two main forms of finance has common essential
characteristics, the creation and the use of aicecash fund with the help of cash
flows well determined and the carry out of somdalaelation of economic nature
judicially precisely formalized.

The public finance is trying to satisfy the commoeeds of the entire
community which is administered by the constitugedhority, while the private
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finance refers to the needs of a much more resmlarommunity constituted

through the voluntary association in lucrative msgs.

Between those two forms of finance there are atain differentiation
which individualise them as self existent entitidifferentiation which can be
taken as specific characteristics.

a) A first difference consists in the purpose for whibe fund was created. While
the purpose of the cash funds from the privatenfiras lucrative (the profit is
in fact the reason of each entrepreneur), the permd the funds from the
public finance is represented by the satisfactibrthe general needs of the
whole community under the administration of thecjiauthority.

b) Another difference consists in the way we spendcdesh fund. While in the
frame of public finance the cash fund is actuatysumed during the period of
time for which it had been constituted, so thattfar next period the need fund
has to be re-created from the new GDP, the funesifépto the private finance
are used by continuous investments and recuperdtiose funds remaining at
the same level for a long period of time. Consiagthe motivations mentioned
above the private finance funds are defined agalapi

¢) The public finance funds are constituted for atiédiperiod of time, usually for
one year, because they are created on the basis imfcomes formed in the real
economy during the year and concern the satisfactithe general needs of the
communities which are defined yearly. The privatarice funds, usually are not
time limited (in certain particular case a fundasistituted for the accomplishment
of a certain purpose: e.g. building the Panamauez £anal)

d) The cash-flows through which are created and gpherpublic funds represent a
non-equivalent value transfer between the progdertys: on one hand, from the
contributors property and one the other hand, ehenaunity property administered
by the constructive authority; from the communitpgerty to the property of
the beneficiaries of the fund.

e) The cash flows through which are created and simenprivate finance funds
have a somehow different nature. Firstly, those wdndtribute to the creation of
the capital do not give up to the right of propesfytheir investments, but only
the use of it, remaining associative owners ofciieated fund or, upon the case,
creditors; even in the field of insurance of pessand goods the premiums paid
concern an equivalent future. Secondly, the cah#alto be used for obtaining
the profit, but the use of the capital is carried tnrough a endless buying and
selling operations, meaning trough the ceaseleasgds of the value form,
money — merchandise — money, the rapidity of thabsmges conditioning in a
great measure is efficiency, in other words reaghttie goal of the creation of the
capital. As a result, the private finance cash $linclude the operations of receipts
and payments which intermediate the utilizatiothef capital (Giurgiu 1970).
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The public or private character of finance is nonhditioned by the
presence of the State. It is obvious that the aityhevhich administer the public
funds is the state, however if the state organisetain lucrative activities — e.g.
public companies — the funds constituted by thase ia the field of private
finance, because here the State acts on the ba#ie grivate law, not those of
public law.

Above we referred only to the first level of cldigsition of the multitude
of the practical forms of finance. The public andvate funds have a more
complex structure (respecting the specific featatesady mentioned). In the field
of public finance are created to types of fundse: tlndgetary fund constituted and
administered by the State budget and the Specrad$-uBetween the two types of
public funds there is only one difference: all thesources mobilized at the
budgetary fund are used according to the establistgstination by the public
authority and not by the contributor, while the tidnution to the special funds has
from the very beginning a clear destination knowntbhe contributor and the
authority cannot modify it during the process oflgetary execution.

The structure of the private finance is more complan that of public
finance as a consequence of the various typesooétlue activities. However,
regardless of the type of activity the particularnfis of private finance are
characterized by the features highlighted abovee diiferences consist in the
specific use of the capital. While the companiesfindustry, commerce, services
and insurance invest the capital mainly in différemm of inventories and less in
receivables, the commercial banks place the capitdbans, and the financial
investment companies or the investment banks plaeecurities portfolio.

The system of the credit institutions - excepthaf tentral bank — is part of
the private finance. A special mention has to nfadé¢he central banks. Those are
situated actually somewhere at the border zonedmatvthe private and the public
finance, because they have some attributions spégiboth categories. Therefore,
the central banks performs certain activities wiaighan exclusive right of the state as
follows: issuing and withdrawing money, participatiin the elaboration of the
financial policy, the regulation of the amount ofomey in the economy,
establishing the reference interest, even thevietgions on the foreign market.
Those functions place the central banks in theipdliiance area. On the other
hand, the central banks can make profit, fact wiiohld place them in the private
finance area. We consider though, that the atiobatand the functions which
belong to public finance area prevail. Even morbtaiming profit is not an
essential goal and therefore the central banks lmeaglaced rather in the public
finance area.

The complexity which we referred to above is oapparent, actually all
types of lucrative activities obtain capital ande usin order to obtain profit in
using specific ways.
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Therole and the financial mechanism of public and private finance

The public finance are manifesting on operatiodahpoy creating and
using the funds at disposal of state authority (tt@én fund being the one forecast
and managed by the State Budget, but also by tine-exdget funds the number of
which vary in time).

The private finance are constituted by the creatiwh the use of capital, also
by obtaining and redistributing the profit at trempanies’ level. We have mention
that is not important who is the owner of the @péven in the case where the State is
the only shareholder - the case of national conaganihe acts as an economic agent,
being on equal foot with any other economic agedttherefore placing itself in the
area of private finance. The notion of economicnagemprises all the entities which
carry out lucrative activities regardless of therenic field (industry, agriculture,
commerce, banking, financial investment compaimssyance etc).

We underlined in the previous paragraph that pdisiance fulfil an essential
role in settling the general economic mechaniswutljin the complex network of inter-
conditioning generated by the obtaining and thexdipg of public resources, which
makes us consider them, as a system, and any syst\ a ongoing mechanism. In
the economic literature were presented the coniexighich we use this notion.
Related to this aspect, we would like to menti@taéement made in a book published
more than twenty years ago, but which is stilldralbwadays. It was stated then that in
order to respect the accuracy of the analysis leae@xpression it is recommended to
use two significations of the notion of mechanisinst of all, using the notion as an
correlated kit of financial rapports conferringtlie meaning of a system. Secondly
(however, at the same time) the mechanism worksaalain kit of transformation rules
of fund using effects in positive financial resultie book we mentioned refers to the
financial mechanism of the enterprise and thereforesidered the transformation of
the company’s fund using effects in profit.

Coming back to the object of our research we puwdod the idea that
even in the field of public finance, the notion me&chanism must be taken into
consideration in its two accepted meanings: asreelated unit of public funds,
cash flows and financial relations, which conférs public finance the quality of
system, and, as a set of rules according to whieflptblic incomes are levied and
spent in such a way that the general economic ¢rewtl the improvement of the
standards of life of the whole population are stated.

Obviously, we are more interested in the secondhingaof the notion of
mechanism, the one coming closer to the biologiamimg of organism, and that is
because we are trying to reveal the final effeet pblic finance action has on
economy and society. The rules establishing théeaabn of public revenues
(most often imposed by law constraints, more pedgiby the vision of the public
authority), the destinations and the way of spemdire public funds, established
by the ones administering the community, are thalref a certain way of thinking,
of a certain attitude regarding the evaluation uflig needs (to which extend they
are real and appropriate, or not) and especiadly tilay of satisfaction.
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Also, in the field of private finance, the notiorfi mechanism must be
considered from the perspective of the two accempeeghings: the meaning of system
and the meaning of set of rules. According to ih& fmeaning, the mechanism of
private finance consists of the private funds, iabth and reimbursed flows, used in
order to obtain profit. According to the second nireg, the mechanism of the private
finance consists of a set of rules of obtaining)giand reimbursing of the cash funds
in such a way that it should be ensured the expguiafit, maintaining a permanent
balance between payments and receipts, insuriegnagment and constant solvability.
The permanent condition of the existence of prifiaince is the capacity of payment,
meaning the avoidance of bankruptcy. Even thoughay seem paradoxical, in the
conditions of a market economy, a company may haweunting profits, and still face
a bankruptcy situation if it cannot honour its payobligations due to the absence of
a adequate cash flow. Furthermore, a company fdosges year after year, can
continue its activities if it has a good managenoéitiie cash flow.

Theinter dependency between public and private finance

Apart from the fact that, as we have seen aboegethre huge differences
between the subjects of private and public finatltese two principal categories
of finance are practically connected, mutually dboding each other in the most
proper sense of the word.

The purpose of the public finance is the satisfectf the general interests
of a certain community (whether we are talking al#ouity, a country, or a union of
counties, for example EU), whereas the purposewtp finance is the satisfaction of
particular interests of certain persons or of senatbmmunities. At this point we
are asking ourselves the following question: thsftion of which interest
should prevail? We are entitled to say that thia dilemma similar to that of the
chicken or the egg causality dilemma, and thattjpaty in nowadays society the
two categories of finance cannot be treated segdgrdthis crisis period is offering
the best example, where the states are calledvid anpanies from bankruptcy,
even through nationalizations, or, where thereoissoch a case, to launch extensive
projects for public works.

Public finances are created, directly or indirectlging the incomes from
the national economy, intermediated through priatence. The expenditure of
the public funds has certain given effects, som¢éem immediate, others to be
sensed in time, over the level of economic devekpnend therefore, over the
efficiency of the use of the capital, which is tethto the private finance and,
increasing the pool of new incomes for public fioarfior the next periods. In fact,
there is an extremely complex network of mutualdibonings (in a positive or
negative way, highly depending on the way the gubliomes are collected and on
the efficiency of their expenditure).

It is precisely in this complex network of mutuahditionings that the role
of the public finance is revealed, the role of @mguthe good functioning of the
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economic mechanism, the satisfactory conditionifevfand education for the entire
population of the territory. Within the current clitions of organization of the
socio-economic activities, the public finance fslfin essential role in the redistribution
of the incomes from economy, leading to the reguadf the functioning of the
general economic mechanism.

Public finance is, in fact, the main instrumenthet hand of the State used
to ensure general welfare, without affecting propeight, therefore, the decision
right of the economic agents and of any citizencdkding to the way the public
incomes are dimensioned and time of their collectas well as the way the public
expenses are perceived, the State is encouragidis@suraging certain types of
activities, the final decision remaining at thecdigion of the initiators.

This attribute of instrument at the hand of thetestaf influencing the
economic agent’s decisions is not, however, of lalsonature, situating itself
among certain limits, which once overcame, losey bathe State itself, meaning
the general interest. By saying this, we would likeunderline that every time
when the general interest at certain moment is gexaged, without taking into
consideration the specific conditions of that motmemisunderstandings are
arising, and in the end the loser is the Stateukdhke an example. In the autumn
of 1991, a new installed government, in order toefaome pressing obligations
from abroad did not find anything better to do thanconfiscate the foreign
currency reserves from the State owned companigfeaexchange rate for the
dollar at that moment (moment t). Inflation startedncreaseln order to pay their
import bills later on (moment t+n) the same State@d companies had to buy the
foreign currency (dollars especially) at the cutrexchange rate, of course much
higher.It was an indirect decapitalisation for those conigs. In the year 1992, as
a consequence of the accentuated inflation, a kemi@n of the national economy
assets has taken place. The State, searching dedpdor revenues, decided that
all the State owned companies have to pay to thdigpbudget 50% of the
differences resulted from the reevaluation. As asequence of the reevaluation,
the companies did not obtain any cash, but theytihdakte a direct decapitalisation
and therefore those state owned companies whetelesar to bankruptcy.

Apart from the fact that public expenditure may pmsitive, negative or
neutral, we have to see to what extend it may besidered productive and
profitable; which means we have to interfere aghm public finance with the
private finance and to use the notions from priiatance in order to interpret
public expenditure. The profitability of public expditure presupposes that things
obtained must be more valuable than things consuaratithis is the result of the
applied financial policies.

For example, public expenditure on education hawest definitely, a
direct and positive effect on private finance, bgyiding companies with qualified
workforce, capable of doing jobs withigh added value. However, in practice,
things are not always like this. There are, sonegjrhuge discrepancies in terms of
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what the educational system is preparing and wiatabour market is expecting.
Therefore, is not enough just to increase the timanlevel in he education field

(extremely necessarily without any doubt), butratfcriterion in the allocation of

finances should be the evaluation of the levelfiifiency of these expenditures.
Thus, we should imagine and create evaluationr@itef efficiency such as the

number of the graduates employed in their spefidld of studies, the satisfaction
degree of the employers etc. In vain, we investyiears and years important
amounts of money in the education of young peaphéch afterwards, not finding

job opportunities on the local labour market, witintribute to the increase of the
GDP of some countries like Canada, Australia, US4y other country which

developed programs to attract qualified young eyg#s. Moreover, even in the
field of public finance does not exist a correlatibetween the past and future
expenditures. Let's take for example, the situatioa sanitary system is facing,
where even though there is a lack of medical dectdrthe national level, many
med school graduates are leaving the country foerostates that know how to
attract and motivate them (see France). It is &keompany would invest large
amounts of money in an asset, for a long peridihw# and, when starting to use it,
does not want anymore to spend the necessary fonaeplementing and operating

this investment; though, it is hard to believe thath a thing could happen in the field
of private finance, but which occurs in that of ifinance. However, explanations
can always be found, more or less plausible, banwdngaging public expenditure
we should always forecast and evaluate future edpbixpenses.

Financial policy is meant to conciliate the genar@rests, whose exponent is
the public finance, with the particular interestpnesented by the private finance.
Therefore, building the relationship network is aitribute of financial policy,
whereas the implementation and the surveillancehefr development is the
responsibility of a financial institution. The fimgial policy is determined not only for
insuring the corresponding functionality of thetarity, but also for insuring the
appropriate intervention in the social and econdifécof the community, without
affecting the property right, the decision righeobnomic agents and of any citizen.
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ABSTRACT. The development of international accounting hasvexbfrom a
reporting tool for multinational companies in th860s to a medium for global
competition for financing and investing opportuedtitoday. Large international
companies have seen the target of internationaldatds because the need for
comparable financial information was mainly seen dtock listed companies in
order to facilitate the decision process for in&ional investors. Now, because of
the new approach in international accounting, #tgrgy of standards for small and
medium sized companies became one of the mostestéel subjects. On 15
February 2007, International Accounting StandardsrB (IASB) published for
public comment the Exposure Draft on its Interradio Financial Reporting
Standards for Small and Medium sized EnterprigeRSI for SMEs. The task of
this article is an analysis of the European envirent for accounting and financial
reporting regarding SMEs, as we want to see ifdéneeclopment of a single set of
standards for SMEs for achieving comparability heit financial reports is both
difficult and in their best interest. Current hamimation studies envisage the
problem of harmonization analyzing the level ofrhany in accounting practices
or in accounting standards in one or more thanroament. The purpose of this
paper is to activate the academic debate in accmuharmonization for small and
medium size entities, and if the main objective, lomogenization of information
reflected by financial statements, is accomplished.

Keywords: financial statements, comparability, accounting principles

Small and Medium Enterprises (SMEs) employ aboutn@lion people in
Europe. This equals 66 percent of Europe's totgl@yment. Micro-enterprises
with less than 10 employees represent 93 percedliiifs. There are more than 19
million micro-companies in Europe. In various wag8/Es contribute to innovation
and strengthen the competitiveness of Europearsindurhis includes the large
number of SMEs which leverage the open source dpuent model for their
business. Especially in Europe they play a sigaificdole in the dynamic, growing
ICT market place.
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One definition of SMEs that took the form of a reznendation was given
by the European Commission in 1996. It was implaeall over the EU territory
until 2003 when the said Commission, taking intcoaiit the economic development
between 1996 and 2003, adopted a new recommendatiatich the SMEs were
redefined, recommendation that is taken into accaurthe elaboration of the
politics, programs and measures initiated by theopean Commission for SMEs.
The definitions entered on th& &f January 2005.

SMEs are entities that:

1. Do not have public accountability and;

2. Publish general purpose financial statementsfor external users.
Examples of external users include owners who at@nvolved in managing the
business, existing and potential creditors, andicrating agencies.

An entity has public accountability if:

1. It files, or it is in the process of filing, ifinancial statementswith a
securities commission or other regulatory orgaioratfor the purpose of issuing
any class of instruments in a public market; or

2. It holds assets in a fiduciary capacity for a brgemlip of outsiders, such
as a bank, insurance entity, securities brokerdepknsion fund, mutual fund or
investment banking entity.

The main advantages offered by these economigeantian be summed up
in the following way:

= they offer products and provide services at lowests than the big
enterprises do;

= they are flexible and adapt themselves easiergtaridirket requirements,
thus enhancing the economic development of thetogun

w they represent the incubator for the future bigrrises;

= they encourage competition;

= they offer new jobs.

Moreover, the financial resources of these enwprare scanty, the financing
being, more often than not, self-financing from tvener’s pocket. In this way, the
SMEs are up against real difficulties in obtaingapital or loans, especially at the
beginning of their activity. The limited resourcegrrow down the possibilities to
access new technologies or innovations. This is@vbae has to step in to redress
the unfavorable situation of the SMEs, by raisihgm from the status of being
mere “debutant” in the economic life to that oflirgitial participant. This shall be
done through the improvement of the production c#pathe increase of
competitiveness in the human resources field aadnitrease of investments, all of
these bearing on the subsequent evolution of SMEslibectly influenced by the
financial capacity of the entity.

In Europe, accounting rules were covered by thetRdbouncil Directive
78/660/EEC, 25 July 1978, on the annual accountedhin types of companies.
This means that accounting rules were made in Europ
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But, from the beginning, the ideas of individual meteer States were not
the same. In fact, there are two major accountainpals in Europe - Continental
school led by France and Germany and Anglo-Saxdwacwith the United
Kingdom as the most important member. The idedbefwo schools are different
from many points view.

To give an example: the Continental school suppibksidea that assets,
such as shares in other companies, should be aecbaihistorical cost, unless the
market value is below the original purchase priagglo-Saxon school supports the
idea that these shares must be accounted at fag wa market value, even if fair
value is far higher than the initial purchase pritlke differences between the two
systems are quite important. In Anglo-Saxon scleask, an increase of the shares
market value will be accounted as profit in thefiprand loss. Continental School
will not register so because the profit is notims or convertible into money.

This is why the Fourth Directive accounting rules aot always rectilinear.
Because the two schools have different ideas regasbme important accounting
issues, various articles of the Fourth Directidevas both versions - Continental
and Anglo-Saxon - at the same time. Member Stadgs been allowed to choose
one of two variants which lead to the fact thatoagtting rules may vary from one
state to another. An annual account of a UK compdign is not comparable with
the financial situation of a Germany company.

In 2000, at the European Council from Lisbon, tlen@hission proposed
to be implemented in Europe the International Actimg Standards. In order to
contribute to a better functioning of the interrmadrket, publicly traded companies
are required to apply one set of international aetiog standards for the preparation
of consolidated financial statements. In addititve Commission found that it is
important that financial reporting standards apmblley Community companies
participating in financial markets are to be acedpnternationally and are truly
global standards. Why the Commission has takefready existing set of accounting
standards is evident. In this case, Member Staidenger could contradict on the
accounting options to be taken.

The decision of the Commission was purely takeadtivate the capital
markets and that is the reason why the Regulafid® duly 2002 on the application
of international accounting standards forces onipliply traded companies to
prepare their consolidated accounts in conformith whe international accounting
standards for each financial year starting on tardf January 2005. For the annual
accounts there is no obligation to be preparedrifocmity with the IAS standards.

Although the IAS-IFRS standards are written for tggocompanies, the
IASB started with a project called “SME projectASB wants to develop an
appropriate and comprehensive reporting regim&KlE companies.

One reason why the first draft appears lengthyamdplex is that staff of
IASB seems to sticking very closely to full IFRSery often the Board concluded
that “No major simplifications are needed for SMES$his is making it difficult to
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achieve an important objective in this SME projedtich is to make the accounting
requirements easy to understand.

On February 15, 2007, the International AccountBigindards Board
(IASB) issued for public comment the exposure d(&D) of its International
Financial Reporting Sandard (IFRS) for Small and Medium-Szed Entities (SVIE).
The stated aim of the proposed standard is to geoai simplified, self-contained
set of accounting principles derived from the fBIRS to be used by smaller, non-
listed companies. The result should be a highilguahd understandable set of
accounting standards suitable for SMEs. The usérBnancial statements are
likely to be different for SMEs compared to multioaal companies. Where there
is no public disclosure, the only groups likely rieceive the information are
management, shareholders, and perhaps governnenties

Introducing the Exposure Draft, Sir David TweedA&SB Chairman, said:
,Our goal has been to produce a standard for usamafler and unlisted companies
that offers the comparability of full IFRSs whileducing the burden on the preparing
company. When completed, the SME standard will nla&eaccounting requirements
more accessible to smaller preparers in both dpedleand emerging markets.
With this publication, we are now actively seekthg views of companies, banks,
the audit profession, and other interested paasepart of a broad consultation to
see if we've taken out too much or not enough arafve got it about right.”

Project history and due process steps completed:

March 2008 through Re-deliberation of proposals in the ED
February 2009
November 2007 Deadline for comments on the ED and completionhef t

field tests. 161 letters of comment were receized] 116
SMEs from 20 countries participated in the fielstse

June 2007 IASB launched a comprehensive programme for field
testing the proposals in the Exposure Draft

February 2007 Exposure Draft of an IFRS for SMEs issued for publi
comment

January 2006 The Working Group reviewed a complete draft of Hi2

and made over 80 recommendations. About 75% ofthos
were implemented in the published ED

October 2005 Public round-table meetings on possible recognitoil
measurement simplifications (13-14 October 2005)
April 2005 Staff Questionnaire on Possible Recognition and

Measurement Modifications for Small and Medium-dize
Entities (SMES)

June 2004 Discussion Paper, Preliminary Views on Accounting
Standards for Small and Medium-sized Entities
September 2003 Survey of World Accounting Standard-setters

48



A NEW DIMENSION FOR ACCOUNTING STANDARDS - IFRS FORMES

Current due process stef.16 small entities from 20 countries participated
in ‘field testing’ the ED by restating their mogicent annual financial statements
following the proposals in the ED and reporting gmgblems encountered. Staff
has completed an analysis of the field test resultspresented that analysis to the
Board in April 2008. The Working Group (WG) met d9-11 April 2008 to
review the comments on the ED, the field test tesahd staff recommendations.
The WG recommendations for changes to the proposéte ED were submitted to
the Board in May 2008 (all recommendations othan ttlisclosures) and in July 2008
(recommendations relating to disclosures).Stafqated its initial recommendations
for changes to the ED to the Board in May 2008that meeting, the Board began
its re-deliberation of the proposals in the ED.

The IFRS for SMEs is intended for entities that miat have public
accountability. An entity has public accountabil{and therefore should use full
IFRSS) if:

& it has issued debt or equity securities in a pubbecket; or

@& it holds assets in a fiduciary capacity for a brgealip of outsiders,
such as a bank, insurance company, securities tidekéder, pension fund, mutual
fund, or investment bank.

The objective of financial statementsof a small or medium-sized entity
as presented in the Exposure draft is to providerimation about thdinancial
position, performance and cash flowsof the entity that is useful for economic
decision-making by a broad range of users who atédma position to demand
reports tailored to meet their particular inforroatneeds. In meeting that objective,
financial statements also show the results of mamegt's stewardship of the
resources entrusted to it.

The financial position of an entity is its assets, liabilities and equitya
point in time. Theelements of financial statementdirectly related to the measurement
of financial position are assets, liabilities angiigy. These are defined as follows:

(1) An assetis a resource controlled by the entity as a redfydast events
and from which future economic benefits are expktdlow to the entity.

(2) A liability is a present obligation of the entity arising frqrast
events, the settlement of which is expected tdtré@san outflow from the entity of
resources embodying economic benefits.

(3) Equity is the residual interest in the assets of the \erditer
deducting all its liabilities.

Modifications of full IFRSs reflected in the ED

The draft IFRS for SMEs reflects three kinds of mfiodtions of the
principles in full IFRSs based on the needs of uséISMES’ financial statements
and cost-benefit considerations:

1. Topics omitted. IFRS topics not relevant to typical SMEs are orditte
with cross-references to the IFRS if needed. These
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& General price-level adjusted reporting in a hyfiationary environment.

& Equity-settled share-based payment (the computdtidatails are in
IFRS 2Share-based Payment).

& Determining the fair value of agricultural asselsok to IAS 41
Agriculture, but the Board also proposes to reduce the usiofvalue for
agricultural SMEs).

& Extractive industries (look to IFRSExploration for and Evaluation of
Mineral Resources).

& Interim reporting (look to IAS 3#nterim Financial Reporting).

& |essor accounting finance leases (finance lessoes likely to be
financial institutions who would be ineligible teaithd FRSfor SMIEs anyway).

@ Recoverable amount of goodwill (SMEs would test dyeid for
impairment much less frequently than under IAS I8&ngible Assets, but if
necessary to do such a test would look to the lon guidance in IAS 38).

& Earnings per share and segment reporting, whichaanequired for SMES,
and insurance contracts (insurers would not béétigo use théFRSfor SMEs).

2. Only the simpler option included. Where full IFRSs provide an
accounting policy choice, only the simpler optisnin thelFRS for SMEs. SMEs
are permitted to use the other option by crosseaf® to the relevant IFRS. The
simpler options selected are:

@ The cost-depreciation model for investment propégly value through
profit or loss is permitted by reference to IASI#4Qestment Property).

& The cost-amortization-impairment model for properglant and
equipment and intangibles (the revaluation modellimved by references to IAS
16 Property, Plant and Equipment and IAS 38).

& Treating borrowing costs as expense(capitalizaltmwed by reference
to IAS 23Borrowing Costs).

@ Indirect method for reporting operating cash flqtt® direct method is
allowed by reference to IASCash Flow Statements).

& One method for all grants (or SMEs can use anki@fiternatives in IAS
20 Accounting for Government Grants and Disclosure of Government Assistance).

In adopting thdFRSfor SMEs, an individual jurisdiction could decide not
to allow the option that is cross-referenced tofthid FRS.

3. Recognition and measurement simplifications.

& Financial instruments:

@ Two categories of financial assets rather than.fobis means no need
to deal with all of the ‘intent-driven’ held-to-matty rules or related ‘tainting’, no
need for an available-for-sale option, and mansgiogimplifications.

= A clear and simple principle for de-recognition—tie transferor has
any significant continuing involvement, do not @eagnize. The complex ‘pass-
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through testing’ and ‘control retention testing’ &S 39 Financial Instruments:
Recognition and Measurement are avoided.

w»  Much simplified hedge accounting. The ED includespdified hedge
accounting and less strict requirements for petisdcognition and measurement
of hedge effectiveness than IAS 39.

& Goodwill impairment—an indicator approaches rattiem mandatory
annual impairment calculations.

& Recognize all research and development costs asns&p(lAS 38
would require capitalization after commercial viapihas been assessed).

& The cost method for associates and joint ventuiedldr than the equity
method or proportionate consolidation).

& Less fair value for agriculture—only if ‘readily #eminable without
undue cost or effort’.

& Defined benefit plans—a principle approach rathemtthe detailed
calculation and deferral rules of IAS Hmployee Benefits. Complex ‘corridor
approach’ omitted.

& Share-based payment—intrinsic value method.

& Finance leases—simplified measurement of lessighitsand obligations.

@ First-time adoption—Iless prior period data wouldrdhdo be restated
than under IFRS First-time Adoption of International Financial Reporting Sandards

The skeptics about the usefulness of an interratistandard for SMEs
show that IASB should have paid more attentiorht nieeds of the stakeholders
and should have had a ,more conceptual” approaohdier to take into consideration
the different objectives of a ,differentiate acctanty” (Epstein, Jermakowicz, 2007).

At technical level, IASB proposes a change in the publication reguéngs,
as well as a change in the content of the standaraie precisely, acceptance and
assessment. Moreover, the wording of the project reéormulated in English in
order to simplify the expression and to facilitdte translation. As far as Europe is
concerned, the European Commission, through its raitiee for Accounting
Regulation, launched a topic of discussion on theplification of the accounting
rules for SMEs and possible amendments to tl& &id VI™ European Directives
during its meeting in November 2006 (European Caogsian, 2006). The solution
aimed was introducing new rules, more relevant,ctvishould replace the old
ones, more complex and heavy.

The CFA Institute Centre for Financial Market Integrithét CFA Institute
Centre) in consultation with its Corporate DiscleswPolicy Council (CDPC)

4 The CFA Institute Centre for Financial Market Iniggis part of CFA Institute. With headquarters
in Charlottesville, VA, and regional offices in NeXork, Hong Kong, and London, CFA Institute
is a global, not-for-profit professional associatiof more than 95,000 investment analysts,
portfolio managers, investment advisors, and otimeestment professionals in 133 countries, of
whom nearly 80,000 are holders of the Charteredri€iah Analyst® (CFA®) designation. The
CFA Institute membership also includes 135 membeieties in 56 countries and territories.
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appreciates the opportunity to comment on the expatraft of proposed International
Financial Reporting Standards (IFRS) for small aretlium-sized entities (SMES).

The CFA Institute Centre represents the views wéstment professionals,
including portfolio managers, investment analystd advisors located in over 130
countries worldwide. Central tenets of the CFA itagt Centre mission are to
promote fair and transparent global capital markatsl to advocate for investor
protections. The CFA Institute Centre also develguemulgates, and maintains
guidelines encouraging the highest ethical starsddod the global investment
community through standards such as the CFA ItstitDode of Ethics and
Standards of Professional Conduct.

In theirgeneral comments CFA Institute Centreshows why they do not
support the IASB proposal to create a differenbetporting standards for SMEs:

1. Investors make decisions by comparing alternatimeestments.
Permitting an alternative accounting regime for panies that "do not have public
accountability”" ignores the following:

&  The growth of private equity as an investment<las

&  The interests of bondholders and other credifdhsom-public" enterprises

2. To operate efficiently, capital markets requireafigial information that
is: (a) comparable from firm to firm; (b) relevatt investment and financing
decisions, (c) a reliable and faithful depictioneabnomic reality; and (d) neutral,
favoring neither supplier nor user of capital, heitbuyer nor seller of securities.

@ Transactions and economic activities that are ainsihould be reported
similarly in financial statements. Alternative aoating for similar events may
interfere with the integrity and usefulness of finil reports.

@ The potential timing lag between the adoption ofvHERS and their
incorporation into "IFRS for SME" will result in fther differences between the
standards, causing increased difficulty in compalamge and small companies.

3. With the presence of various adopted forms BfS6—As issued by the
IASB, as adopted by a national regulator, IFRS SME—analysts may have a
difficult time determining exactly which standausve been applied.

While enterprises owned (wholly or in part) by jati equity investors are
not public enterprises in the conventional sertsgy aire different from enterprises
that are wholly owned by managers. The informatieads of the investors in such
enterprises are no different from those of investor public companies. Such
investors must decide whether (and at what prizc@)dke the investment, whether

5 The objective of the CDPC is to foster the integofyfinancial markets through its efforts to
address issues affecting the quality of financigdorting and disclosure worldwide. The CDPC
comprises individuals who are investment professi®owith extensive expertise and experience in
the global capital markets, some of whom are alsé @istitute member volunteers. In this
capacity, the CDPC provides the practitioners’perbgecin the promotion of high-quality
financial reporting and disclosures that meet theds of investors.
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(and at what price) to make additional investmeaatfund capital requirements,

and whether (and at what price) to sell their itwesnt. Such decisions are usually
made by comparing the subject enterprises withlairenterprises that are public.
Such comparison is obstructed when the "nonpubtiaipany is permitted or required
to use different accounting methods.

Bondholders and other creditors also require in&diom to make sound
lending decisions. Their information requiremerasdt differ because the enterprise
lacks "public accountability." As in the case ofstholders, creditors generally
compare the financial statements of prospectiveolars with those of similar
public companies.

The information needs of investors and creditoesemsentially the same,
regardless of whether or not the enterprise hadblitpiaccountability.” Some
"nonpublic" enterprises are very large and engageomplex transactions (e.g.
derivatives) similar to those engaged in by "pubtompanies. Exempting such
firms from IFRS requirements may impair the efficig of capital markets.

Regarding thecomparability across companies CFA Institute Cente
underlines:

& Capital market participants use financial statemerfibrmation to
perform comparative analyses of companies’ econgeitormance and financial
position of business enterprises. Those analyseghar basis for estimating the
company-specific valuations and assessments ofefuospects that underlie
informed and sound investment decisions.

& While the draft IFRS for SMEs proposal was desigf@dcompanies
without public accountability, there is no prohibit against national laws or
regulations allowing or requiring companies to fiking the new standards. It has
been a long-standing position of CFA Institute tlaatounting and reporting
standards should apply to all enterprises4. Regssdbf whether the company has
public accountability or not, everyone should actofor and report similar
economic activities and transactions in accordawdé@ similar principles of
accounting. With a single standard, applied as sszog by all types and sizes of
companies, this difference would be limited andeptially eliminated.

Also CFA Institute Centre, state: “the proposal indicates scheduled updates
to the IFRS for SMEs every other year, with specahsideration allowed for
significant accounting changes. This delay furtilemonstrates the difficulties
produced by establishing dual reporting standa8itee most changes and additions
will lag their application to public companies, @iters and other users of the general-
purpose financial statements will have to maintifferent knowledge bases and/or
valuation models: one set for public companies amother for those classifieds as
SMEs. A further wrinkle would appear if the SME meviorward with adopting the
change made in the full IFRS before its inclusiothie update for similar companies.
The potential for decreased comparability creaietirbing differences with multiple
sets of standards would appear to outweigh thefiteeakthis proposal.”
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They strongly believe that different reporting stards will lead to the
delivery of information that is not consistent witie requirements of Principle 1
of the CBRM. The non-comparable data creates additicomplexities in analyses
when coupled with the delay in applying new stadddor SMEs by 12-24 months
or longer. The board would be better served togamuthe development of proper
guidance for the full IFRS requirements ensurirag @il companies operating in a
particular area (e.g. derivatives or joint ventiien apply them. As the dissenting
board member noted, “The vast majority of accounfinlicy decisions of an SME
are straightforward and extensive reference to B-R@l not be required and,
when required, not burdensome.”

On the other hand The Australian Accounting Stassld&oard (AASB),
the Institute of Certified Public Accountants oéland, and the U.K. Accounting
Standards Board have strongly supported the IASHigation of the exposure
draft IFRS for SVIEs. The AASB tentatively decided that Australia sltbatopt a
two-tiered approach in relation to Australian cogte entities, as follows:

@ Australian equivalents to the IFRS will be requifed corporation that
are publicly accountable; and

& An Australian version of IFRS for SMEs will be adiegh by corporations
that are not publicly accountable but that prepggmeeral-purpose financial reports.

In many European countries, a close link existe/&en the statutory financial
statements and the results reported for income ptayoses. The successful
implementation of SME standards would require hirgpkthe mandatory link
between the financial statements and the incomeetaxn, and would also trigger
a need to amend the country’s applicable laws.

Some commentators do not support the approach takée development
of IFRS for SMEs (or private companies). They argue that, rathan teimply
streamlining existing standards, the IASB shouldehtaken a user-based, more
conceptual approach in creating “differential astng” for SMEs. They insist
that fundamental differences exist between theotibgs of financial reporting for
SMEs (being primarily focused on the role of stedghip) and those of reporting
by large public companies, and that these diffe¥srghould be incorporated into
the conceptual framework.

Opponents of a separate set of standards for SMEevb that all entities
should follow the same basic accounting princigtesthe preparation of general
purpose financial statements, whether the IFRS.& GAAP. Some have noted
that complexity in accounting is merely a symptorhe-tnevitable result of the
ever-increasing complexity of transactional streesy such as the widespread use
of “engineered” financial products. Based on obatons of the difficulties faced
by companies implementing and applying the full 8;Rthers have concluded that
the problem is not that SMEs need simpler accogntiut that all entities need
reporting requirements that are less complex an@ menciples-based.
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In addition, some opponents note that SME standewlsdd adversely
affect accounting education, by shifting the fofnaen preparing professionals to
choose the best means of reporting the econonectsfbf any given transaction or
event, to merely following what the “single soluticulebook says. A worst-case
scenario result would be a two-tiered accountilodgssion, wherein some practitioners
would be seen as capable of handling only “littkeRP” assignments.

Because the IASB lacks the power to require anypamm to use its
standards, the adoption tfFRS for SMEs will be a matter for each country to
decide; that is, a country’s government legislatonrd regulators, an independent
standards setter, or a professional accountancy. liath country will have to set
criteria to determine eligibility.
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THE CHANGES BROUGHT BY THE FINANCIAL CRISIS UPON
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BUDGET AND SMALL AND MEDIUM SIZED ENTERPRISES
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ABSTRACT. Currently, Europe and the entire world is hit by tmost serious
financial crisis of the past 80 years aroused ftbenUnited States sub-mortgage
market falling.The countries’ governments togetivéh main financial institutions,
are required to take an exceptional series of idesisdecisions which can minimize
the possible devastating effects on the economyciizéns. In the European aria,
the European Union budget is the most important tteat influences the amount
of expenses and income related to the policy obgxtof the Community and in
this way each member state policy. For preventirgdrisis grow the European
Union is trying hard to expand it's power in thecidén process, and that’'s way
the Budget's construction is starting to changethis paper we try to find the
main effects of that changes on the developmenth@fsmall and medium sized
enterprises. We would also show if the reverse ection is as true as the first
one, meaningAre the small and medium sized enterprises ablautboff faster
the European economy from this crisis and so teehav influence on the make
over of the European Union Bud@et

Keywords: European Union Budget, small and medium sized prisess, financial
crisis

1. About SMEs

Companies classified officially, as defined by tBaropean Union, as
small and medium enterprises (SMESs) are those coiepavith fewer than 250
employees independent of larger companies. In iadditheir turnover or annual
balance sheet could not exceed € 50 million andnéfdon €. This definition is
crucial for determining which companies qualify fmograms dedicated to SMEs
and some of their exclusively devoted policies.

Commission Recommendation 2003/361/EC regardingefirition of SMEs
has been in effect since 1 January 2005. It aptgief Community policies in favour
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of SMEs and covers the whole of the European Ecanéwmea. It was revised to
ensure that enterprises which were part of largaups could no longer benefit from
SME support schemes, and that help was targeteifisplly at genuine SMEs.

SMEs can be divided into three categories, depgndim size: micro
enterprises which have fewer than 10 employeed| entarprises having between 10
and 49 employees, and medium enterprises havimgebat50 and 249 employees.

SMEs become increasingly important in our sociesy paoviders of
employment opportunities and key elements for tledfake of local and regional
communities. The new line of thinking at the Eurapdevel is based on the belief
that entrepreneurship and entrepreneurs shouldelmmed and rewarded for the
mere fact that they are the backbone of our socetyporting SMEs should become a
basic policy of the Community. To achieve this, gudicy-making should welcome
the principle of "Think first small”, from the ruiddo public services, thus ensuring
that the rules reflect that peoples that uses th&t.f8MEs must be helped to thrive
with all possible means. When the formation andettgsment are limited by
unnecessary obstacles, they must be removed in wrddtain grater gains. When
SMEs face obstacles dew to market failures, thewulshbe corrected.

2. SMEs and the European Union

The European Union creates an environment whereeg@eheurs can
thrive and in which entrepreneurship is rewardedth\he project "Erasmus for
young entrepreneurs”, new born entrepreneurs are Imecoming eligible for
cross-border mobility, and for achieving the exgece and skills through training
in SMEs in a different country.

If we look to past statistics at European level,see that

- there were 20.2 million active enterprises withie EU-27's non-financial
business economy in 2006; these enterprises lwdl @urnover of EUR 22.3
billion and generated EUR 5.7 billion of value addwith a workforce of
130 million persons;

- the largest sector in terms of value added in tHe2F in 2006 was other
business services, which accounted for 12.6 % ehtn-financial business
economy total, followed by wholesale trade (9.22#4 construction (9.0 %);
with many industrial activities accounting for ldkan 1 % of the total;

- the services sector (excluding financial serviazounted for 60.8 % of
the non-financial business economy workforce inghe27 in 2006;

- the two latest Member States to join the EU (Bulgaand Romania)
generated 0.5 % of the EU-27's value added in ¢imefinancial business
economy in 2006, but employed 4.6 % of its workéorc

® Statistical data frormvww.europa.eu Eurostat
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The European Commission has placed SMEs at theeceftindustrial
policy-making, realising that ‘if SMEs are to hawaignificant impact on Europe’s
economy, they need to grow bigger — take on morpl@raes, and expand their
product ranges, markets and turnover’. Innovatisnoften seen as the most
important driver of growth, whether it leads to npmwducts and services or more
efficient ways of delivering existing.

There are considerable differences between MemtagesSn the number of
enterprises that make-up the nonfinancial busisesaomy. On average there were
38.6 SMEs (with less than 250 persons employedhénEU-27’s non-financial
business economy for each 1 000 inhabitants in.ZDIGi4 ratio more than doubled
in the Czech Republic to 86 SMEs per 1 000 inhatstavhile at the other end of
the range there were just 6.5 SMEs per 1 000 itduatisiin neighbouring Slovakia.
There was an average of 8.4 large enterprises @&ihor more persons employed)
in the EU-27’s non-financial business economy B€rdo0 inhabitants (for comparison
with the SME figures this is 0.08 large enterpripes 1 000 inhabitants) in 2004.
A relatively high ratio of large enterprises to aflitants was recorded in Slovenia
and in the Czech Republic, while only France, HupgRoland, Spain and Italy
reported ratios below the EU average. In totalrehaere almost 19 million
enterprises in the EU-27's non-financial businesmemy in 2004. Of these, 99.8 %
were SMEs, the majority of which were micro entesgs (employing fewer than
10 persons). However, on average large enterprisdse EU-27's non-financial
business economy in 2004 employed just over 1 @6onms, compared with an
average 4.4 persons employed by SMEs. As suclretaive weight of a single
large enterprise in employment terms was, on aeeeflivalent to that of 227 SMEs.
Just over two thirds (67.1 %) of the EU-27's namaficial business economy
workforce was employed within SMEs in 2004. Enfiegostructures vary considerably
between activities with, for example, large entesgs accounting for 85.0 % of
those employed in the energy sector, 78.1 % ofetteaployed in the transport
equipment manufacturing sector, or 65.6 % of tlemsployed in the communications
and media sector. In contrast, SMEs employed 88d #otor trades workforce,
or 88.2 % of those employed in the constructionaed he relative importance of
SMEs in terms of their contribution to labour maskealso varies considerably
across countries, as SMEs employed 81.2 % of thedfinancial business economy
workforce in Italy in 2004, a share that fell cloge50 % in Slovakia and the
United Kingdom.

The economic importance of SMEs was lower in teofnheir contribution
to total value added, as they generated 57.0 %eoEtU-27’s nonfinancial business
economy value added in 2004. When combined witbrinition on employment
shares this suggests that the apparent labour gtireithiy of SMEs was generally
lower than that of larger enterprises.
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This view is supported by economic theory that sstg) economies of
scale may lead to larger enterprises generatinge maiue added per person
employed. This was the case for most of the agtagjgregates used for chapters
covered in sectors like the manufacture of textitdothing, leather and footwear;
energy; business services; and real estate, reatidgR&D which were the only
four exceptions where apparent labour productivigs similar or higher among
SMEs than large enterprises. On average, appasbotul productivity in large
enterprises was 53.2 % higher than in SMEs actosswhole of the EU-27's
nonfinancial business economy. These differeritiallse apparent labour productivity
ratios between SMEs and large enterprises werealgnmore marked for industrial
activities, where persons employed in large erisgrpiwere on average 74.9 % more
productive than SMEs, while among non-financiavieas the same differential
was reduced to 28.6 %.

Despite considerable differences in the levelsabblrr productivity between
Member States, there was a general pattern of tapmductivity rising as a
function of average enterprise size. This patteas particularly apparent for industrial
activities in the majority of countries. Exceptiduasthis rule included Bulgaria and
Romania where the biggest difference in produgtiatios between large enterprises
and SMEs was reported for nonfinancial serviced,iarthe Czech Republic, Italy,
Latvia and Hungary where construction activitigsarted the biggest differences.

SMEs include all types of companies in businesh wite employee to co-
operatives. While some SMEs offer services or tiautl handicraft items, others
are more advanced technique companies, with araeigl development. However,
despite the differences, many challenges are comim8MESs in Europe.

For most small and medium enterprises, the admaiigé burden is the
primary problem. Administrative costs for a smalhpany can be up to ten times
higher than for a large company, making that burdisproportionately difficult
for small companies. That is why the European Casion, given the importance
that they give for this type of companies, hastaet main objectives: to reduce
administrative burdens on businesses by 25% by 20#2to ensure that all new
legislation relating to SMEs are ,business-friefidijo achieve this, the Commission
simplifies and improves the law and encourage®natiand regional authorities to
do the same at their own level.

Access to an appropriate form of financing is tbeasid major obstacle
that small and medium enterprises face in the EaopJnion. Investors and banks
often avoid financing ,new borne” SMEs or ,young Eb due the risks involved.
However, entrepreneurs do not fully understanaehsons for concern of investors or
banks, which makes harder finding the financialpsupnecessary. The European
Commission is implementing several programs intdnsieecifically to improve
the financial environment for SMEs in Europe.
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Because the financial markets failure to provideESMnding, the European
Commission has created and funded financial inggnismsuch as guarantees, to
facilitate obtaining loans from banks. Also, it ifdates the investment of venture
capital in SMEs.

Between 1998 and 2006 were provided over € 744amifior the benefit
of more than 360 000 SMEs. The amount grew to rtitae € 1 billion, as part of
the Framework for Competitiveness and InnovatiolPj®f the Commission for
2007-2013. This amount should allow financial ingtbns to provide around € 30
billion in new funding for an estimated 475 000 SMig Europe - because, on
average, every euro spent from the EU budget Jlifinaprivate investors to
provide 6 € in the form of venture capital and éemlbanks to offer 50 € in the form
of loans.

These instruments are covering different needsMES whether newly
established companies or companies already establis

- Facility for SMEs with innovative and rapid growtkigh Growth and
Innovative SME Facility) provides venture capitat fnnovative SMEs in
the initial stages or during the expansion;

- Guarantee Facility for SMEs (SME Guarantee Faifipvides guarantees
for loans, encouraging banks to provide SME finagcthrough more
borrowing, including micro-credit and financing foapital development,
thereby reducing banks' exposure to risks.

A factor grate influence is the local business emunent that has a
significant effect on small businesses, wherevey thre located, and therefore
policies to support and strengthen the economicpetitiveness is increasingly
determined and implemented at both local and regji@vel. The European Union
has developed instruments to encourage regionalafeaent, to support initiatives
taken by the regional market and to promote coligtiimn in the network between
different regions of the EU. These is encouraghgentrepreneurship, supporting
new businesses and make SMEs become more comgetitiv

3. Reasons to suport SMEs

There are some reasons to support SMEs that thap&am Parliament has
given, such as:

- the 23 million small and medium-sized enterpri€BMES) in the EU,
accounting for around 99% of all enterprises araViging over 100 million jobs,
play a fundamental role in contributing to economic gitewsocial cohesioand
job creation and are a major source of innovatioth are vital for sustaining and
expanding employment;

- the overwhelming majority of SMES are micro epiises, craft businesses,
family businesses and cooperatives which are theatdncubators of entrepreneurial
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culture and therefore play an important role inamding social inclusion and self-
employment;

- the creative and cultural sector are a drivereobnomic and social
development in the European Union — with a shar2.é¥ of the GDP and 2.5%
of the EU workforce; emphasises the importanceES in stimulating the ICT
sector and the creative industry;

- according to Eurostat, 91.5% of European compari@ployed fewer
than 10 people in 2003.

At the European level the importance of innovatfon SMEs and the
difficulties in taking advantage of research oppotties is crucial and that's why
the Community considers that national academiesieihce and research institutes
could play a role in driving innovation and redugimarriers to research for SMEs.
The focus should not only be on high-tech innovatiow and middle level of
technology and informal innovation should also besidered. This means that the
European Institute for Innovation and Technologylddhave an important role in
boosting R&D and innovation for SMEs and also naldnitiatives that lower the
threshold for SME’s to access research. In a redecumerft the European
Parliament asks that all Community research anthtdogical programmes should
be designed in a way that facilitates the crossiuoparticipation of SMEs. It
also considers that the participation of SMEs irstrs must be promoted in order
to boost innovation and increase the competitiverefsthe EU economy and
therefore calls on the Commission to support thrdwvement of cluster management,
notably through the exchange of best practicesti@iting programmes, to design
and disseminate tools to assess the performaraasiérs, to promote inter-cluster
cooperation, and to further simplify administratmecedures for the participation
of clusters in European Union programmes.

Statistic, one in four cases of failure of SMEgli® to late payments, in
most cases on thepart of public administratiors pibssible that the present “credit
crunch” may disproportionally affect SMEs as larggstomers and put pressure on
smaller suppliers to grant extended payment terms.

We should point out that the main source of fundimgSMESsin Europe
comes from their own activity and from credits doahsfrom financial institutions,
but because SMEs are perceived as higher-riskrimss$iis hampers their access
to finance. Thats way by directing regional fundsrentowards entrepreneurship,
research and innovation, considerable funds coetwine available at local level
to enhance business potential.

Important factors in the development of the SMEsthe dynamic financial
markets (in financing SMES) and the need to opelBurppean risk capital markets by

® Report of the European Parliament on Small BusiAessl8 February 2009
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improving the availability of and access to ventoapital, mezzanine finance and
micro-credit. And if that’s failing to we shoul eimgsize on the enormous potential
of the EU Competitiveness and Innovation Framewrggramme in correcting
market failures in SME financing, in promoting eéanovation and in supporting
entrepreneurial culture.

4. Past actions

The Cohesion policy is a central pillar of the glostrategy of the European
Union competitiveness, growth and labour. 2007-2@iBuctural Funds for
regional development provides more than 300 bilkorMore than two thirds of
these funds are spent for measures to promote dassijobs and growth. SMEs
constitute the core of the cohesion policy, whichsao increase the competitiveness
of regions and enterprises. It is expected thaP®}3, the cohesion policy will
invest a sum of approximately € 27 billion - thegkst share of EU funds - in the area
of entrepreneurship and support business servigapport for research and
development, innovation and facilitating SMEs' ascéo knowledge bases are
domain which will receive an amount of approxima#I86 billion, while promoting
SMEs' access to information and communication telcgies is expected to be
approximately € 15 billion.

The European Social Fund for 2007-2013 recognilzesspecial role of
SMEs in creating new jobs and focus on providingdiassistance to companies,
especially SMEs, to help them adapt to changindgetaronditions. This includes
assistance for individuals (e.g. training employaed managerial staff), structures
and businesses through the development of busseegises that address the needs
of SMEs and their strategies for long-term trainitigalso offers help to people
who work as independent and may also promote eemeprship in education
systems. In total, these different types of supporbunts over € 16 billion.

Expenditure focuses on measures to assist theapeweht of SMEs, for
example, support for innovation, finance and bussndll regions are now eligible
for funding provided by the Structural Funds. Isdeleveloped regions, SMEs can
receive direct support under certain conditionsilevin other parts of European
Union support is available particularly for profiessl associations, support agencies,
local governments and other intermediate structuresll regions, the structural
founds focus on measures such as financing of éssiimcubators, consultancy,
training schemes and financing for SMEs, technologsfer and training of groups
and networks of SMEs.

Finally, another almost € 80 billion will be avéila to improve agricultural
competitiveness and encourage economic diversitan rural areas, i.e. finance
for SMEs. Special efforts will also be made speftathe benefit of fish farms and
regions with specific characteristics, such as rteiarregions or the most isolated
regions in the European Union.
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LIFE +

This programme is divided into three strands:
- Nature and Biodiversity
- Environment Policy and Governance
- Information and Communication

The budget foreseen for LIFE+ is €2.1 billion fbetperiod 2007-2013.
SMEs may be able to access LIFE+ funds, both flmrpart managed centrally by
the European Commission and from that managed toyna& agencies.
Competitiveness and I nnovation Framework Programme (CIP)

The “Competitiveness and Innovation Framework Faogne” (CIP) is a
coherent and integrated response to the objeabivése renewed Lisbon strategy
for growth and jobs that is important sectors f&ES. Running from 2007 to
2013, it has a budget of approximately €3.6 billion
As regards environment and energy concerns, the@iiprises:

a) an Entrepreneurship and Innovation Programme)(klith an eco-
innovation part, to which approximately €430 millibas been allocated. The aim is to
tap the full potential of environmental technolagi® protect the environment,
while contributing to competitiveness and econognmwth;

b) an Intelligent Energy Europe Programme (IEEyvtoch approximately
€727 million has been allocated. The Intelligenefgg-Europe Programme includes
actions to increase the uptake and demand foreréfigency, to promote renewable
energy sources and energy diversification, andtitoutate the diversification of
fuels and energy efficiency in transport.

As regards innovation and information technologits® CIP comprises
two main strands:

a) the Entrepreneurship and Innovation Programni) (&ms to improve
the conditions for innovation, such as exchangdsesf practices between Member
States and actions to improve, encourage and peoimobvation in enterprises. It
supports actions fostering sector specific innavaticlusters, public-private
innovation partnerships and the application of iraiion management.

b) the ICT Policy Support Programme to which apprately €728
million has been allocated. The ICT programme abmsstimulate the new
converging markets for electronic networks andises; media content and digital
technologies. It also supports the modernisatiopuiflic sector services that will
raise productivity and improve services.

The Seventh Framework Programme for Research and Technological
Development (2007-2013)

The 7th Framework Programme for research and téagioal development
(FP7) pays special attention to the SMEs througtdifferent programmes: “Co-
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operation” circa €32.3 billion (SMEs are activelyceuraged to participate in all
research actions. The involvement of SMEs in Joathnology Initiatives is also
encouraged wherever such activity is consideredogpiate.), “ldeas” circa €7.5
billion (just like any other organisation, reseateams from SMEs can compete on
the basis of excellence.), “People” circa €4.7idmill(greater attention is directed
towards encouraging increased SME participation eundndustry-academia
partnerships and pathways”.) and “Capacities”acd billion (“Research for the
benefit of SMES” aims to strengthen the innovatapacity of European SMEs
and their contribution to the development of neeht®logy-based products and
markets. The indicative budget for the SME spedifitions is circa €1.3 billion.)
MEDIA 2007-2013

This programme has a budget of €755 million overglriod 2007-2013 and deals
with the training of media professionals; the depehtent of production projects
and companies; the distribution and promotion afematographic works and
audiovisual programmes and the support for cinegnafhic festivals. It provides
grants to SMEs which are active in these areas.

European Regional Development Fund

For the period 2007-2013 the strategy and resowfeshesion policy (European
Regional Development Fund [ERDF], European SocdisddF[ESF] and European
Cohesion Fund) are grouped into three priority cipjes, with a total allocation of
€ 308 billion:

» Convergence: speed up the economic convergente déss developed regions
(81.54% of the budget);

» Regional competitiveness and employment: strargtiegional competitiveness
and attractiveness and help workers and compamiadapt themselves to economic
changes (15.94% of the budget);

» European territorial co-operation: strengthenssfborder, transnational and
interregional cooperation (2.52% of the budget).

5. New mesures

Small Businnes Act for Europe

Adopted in June 2008, the "Small Business Act"Harope (SBA) reflects
the Commission’s political will to recognise thent@l role of SMEs in the
European Union economy and for the first time paote place a comprehensive
SME policy framework for the EU and its Member 8gat

It aims to improve the overall approach to entreptaship, to irreversibly
anchor the “Think Small first” principle in poliapaking from regulation to public
service, and to promote SMEs’ growth by helpingmhtackle the remaining
problems which hamper their development.

The Small Business Act for Europe applies to alnpanies which are
independent and have fewer than 250 employees:dd@8bEuropean businesses.
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The Small Business Act for Europe is:

- aset of 10 principles which should guide the cptice and implementation
of policies both at European Union and nationakéleVhis is essential to
create a level playing field for SMEs throughowt #8U and improve the
administrative and legal environment, to allow thesterprises to release
their full potential, to create jobs and growth;

- an ambitious package of concrete and far reactemgmeasures including
4 legislative proposals which translate these plas into action both at
EU and Member State level,

- designed to be adopted by the European Counciidore the full political
commitment of both the Commission and the MembateSttogether with
regular monitoring of its implementation.

Joint Action to Support Micro-finance I nstitutionsin Europe- JASMINE

JASMINE is a joint initiative of the European Conwssion and the
European Investment Fund together with the Europeasstment Bank, and
complements the JEREMIE initiative. It aims to depethe supply of micro-credit
in Europe by means of two main actions: by prowditechnical assistance to
micro-finance institutions in order to help them twe credible financial
intermediaries and to obtain capital more easihg By financing the activities of
non-bank financial institutions to enable them take a higher number of loans.
The aim of the programme is to improve the acoeg$mance of small businesses,
unemployed people, or people not currently in eymkent who would like to
become self-employed but who are unable to accadgional banking services.
This programme will begin in 2009 with a three-y@iot phase, with an initial
capital of €50 million.

European I nvestment Bank (EIB) loans

For the period of 2008-2009, the EIB has reseril §llion for loans to
SMEs, as part of an overall package of €30 bilfarthe period 2008-2011.

These loans will be delivered via intermediarieshsas commercial banks.
They are targeted at tangible or intangible investiby SMEs as well as increasing
their working capital. The duration of the loandlwie between 2 and 12 years,
with a maximum amount of €12.5 million per loan.

6. The 2009 Budget

In 2009, the biggest share of the European Uniatgéu— 45% or €60
billion - goes to research, innovation, employmand regional development
programmes, in order to help Europe react to tlieentieconomic crisis. An 11%
increase in research and a 22% increase in the iBkbwation programme will
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help boost competitiveness. Funds for agriculteraain at the same level, taking
over 40% of EU funding, while spending on the emwvnent and rural development
will rise by 2.9%. Europe's external policies valso grow in 2009, including €0.6
billion for the €1 billion food facility to help deloping countries respond to rising
food prices.

The adopted 2009 budget amount to €133.8 billioncammitment
appropriations (commitment appropriations coveralegommitments made to
spend funds over one or more years). These commisnage then honoured by
payment appropriations each year. Unless otheimdieated, all amounts mentioned
are in commitment appropriations. a slight increfis®5% on 2008. This corresponds
to 1.03% of the EU Gross National Income (GNI).Ragt appropriations (payment
appropriations cover payments made to honour g Eommitments entered into
in the current financial year and/or earlier finahgears) will reach €116.1 billion,
a slight increase of 0.3% on 2008, representin§%.8f EU-27 GNI.

In 2009, almost €12 billion of the EU budget in 20Qill go on projects to
boost Europe's competitiveness, 6.2% more tha®@8.2The €12 billion includes
funds for research which will rise by 11% for trecend year running. A record
investment of €0.5 billion will also be set aside the EU's Competitiveness and
Innovation programme (CIP) to finance ground-breglsustainable technologies -
an increase of 22% on 2008. More than €1 billiotl ¢ to programmes to
improve Europeans' skills, mainly through the lofey Learning Programme - a
6.5% rise on 2008.

Funding for cohesion will continue to grow in 2008th nearly €48.5
billion for Europe's regions (a 2.5% rise on 2008)is will also be strengthened
by the recent agreement to accelerate Structuradd-tinancing in 2009, support
people in Member States hit by the crisis and eseefinancing for small and
medium sized enterprises (SMEs). Efforts to integnr@ew Member States into
common EU policies are also bearing fruit with 568@ll Cohesion and Structural
Funds now going to the EU-12.

Spending on agriculture will remain stable in 208Bsorbing more than
€40 billion. The shift within this policy area toves development in rural areas
also means more spending on the environment tie &gainst climate change.
Over 40% of rural development funding (€13.6 biiliawill be for environmental
goals. On top of that, the LIFE+ environmental potibn programme will grow by
19%, reaching €317 million. The 22% increase inEhbs innovation programme
will also help EU efforts to move to a low-carboworomy by financing
sustainable technologies.

Terrorism, crime as well as immigration are stif boncerns for Europeans
and support for these specific areas will see dtleedbiggest increases in spending in
2009 at €864 million - up 18% from 2008. The EUoadsipports initiatives aimed
at strengthening active citizenship. In 2009, EURblion respectively will go
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towards fostering active participation of youthsiociety as well as the EU Media
programme. The culture programme will see a risedd5%6 compared to 2008,
reaching EUR 54 million.

The EU Budget between 2007 and 2009 — financial frework (aggregate)
Million Euro (current prices)

Indicators 2009 2008 2007

1.Suistanable growth,from which: 60.195,88 58.337,95 54.854,33
Competitiveness for growth and employment 11.769,00 11.082,00 9.367,55
Cohesion for growth and employment 48.426,88 47.255,95 45.486,78
2.Preservation and management of naturd 56.121,44 55.559,71 55.850,23
resourcesfrom which

Market related expenditure and direct paymen 41.131,36 41.006,49 42.311,66
3.Citizenship, freedom, security and justice 1.514,89 1.634,91 1.443,63
from witch

Freedom, security and justice 863,93 731,77 623,83
Citizenship 650,96 903,14 819,80
4.UE as a global player 8.103,93 7.551,22 6.812,46
5.Administration 7.700,73 7.279,21 6.977,86
6.Compensation 209,11 206,64 444,65
TOTAL 133.845,94 130.569,64 126.383,16

The recent surge in food prices has hit the moktevable in the world
worst and the EU is stepping up its support by jgliog a Food Facility package
of €1 billion over 2008, 2009, 2010. The largesarsh- up to €568 million - will
come from the 2009 EU budget. Maintaining its r@dea global player, the EU will
also channel over €8 billion into external policies 7% rise on 2008. Support for
the peace process in the Middle East, in Afghamistad ensuring stability in
Kosovo will be key investments in 2009 — €361m Ralestine and €231m for
Afghanistan and €261m for projects in Kosovo.

7. Conlusions

Given the importance of SME’s we can clearly seat the European
Union has an ungoing theme to suport this sectiois Kinde of enterprises are the
ones that are growing and developing folowing acebrate dinamic and that's
way a lot of Comunity mesures and Programmes #doe taade for SMEs.

In order to suport the economy, this years andlidbeone the European
Union developed a few new programs to adresse Sk&Esvord of order being
“Think small first”.
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THE LINK BETWEEN EXPORTS AND INWARD FOREIGN
DIRECT INVESTMENT: THE CASE OF ROMANIA

NICOLAE MARINESCUY, CRISTINEL CONSTANTIN?

ABSTRACT. This paper investigates the relationship betweeouatry’s exports

and foreign direct investment (FDI) by transnatioc@ porations, with a focus on
Romania. First, we lay out the theoretical backgtbeoncerning the manner in
which FDI shapes a country’s exports. Then, we g@ivehort overview on the
recent evolution of Romania’s foreign trade, highiing sectors in which Romania
has revealed a comparative advantage. Further,alte into consideration the
increase of inward FDI and its main destinationthimithe Romanian economy.
The influence of FDI on the competitiveness of Roiaa exports is then analyzed
in detail, employing correlation instruments. Thedings lead us to the conclusion
that from a statistical point of view, exports andiard FDI are not correlated in
the case of Romania. Finally, we make some suggestind policy recommendations
both for attracting FDI and for stimulating the quetitiveness of Romanian exports.

Keywords: exports, foreign direct investment, Romania

1. INTRODUCTION

The share of foreign affiliates of transnationalpavations (TNCs) in
world exports has increased over time, reachingestimated 33% in 2005
(UNCTAD, 2006). The extent to which foreign affiks contribute to exports
varies greatly though from country to country, &8QTAD statistics demonstrate.
The impact of FDI undertaken by TNCs on host-cousttports differs according
to its rationale. Resource and efficiency-seekeideatly tend to be more export-
oriented than market or strategic asset-seekerfar/fes the literature is concerned,
the debate of domestic market vs. export oriemadioforeign affiliates generally
leads to different conclusions (Smarzynska, 2008 &gard, 2001). As Meyer
(2005) found out for a series of countries, abdéwee¢ quarters of FDI aims at
supplying the domestic market in the host country.

Nevertheless, through a variety of spillover effe¢hward FDI acts as a
competitive spur to domestic firms (UNCTAD, 2008jhe role of TNCs in
expanding exports of host countries derives froendtiditional capital, technology

! Assoc. Prof, MTSTI Department, Faculty of Econof®isences, Transilvania University of Brasov,
marinescu@unitbv.ro

2 Lecturer, MTSTI Department, Faculty of EconomideBces, Transilvania University of Brasov,
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and managerial know-how they transfer, along withasced access to global,
regional and especially home-country, markets (UND,T2002). Linkages between
foreign affiliates of TNCs and local firms usualtigger the competitiveness of the
domestic enterprise sector. Productivity spillovénam FDI through backward

linkages (between foreign affiliates and local digsp) and forward linkages
(between foreign affiliates and local customers) @aove very important. As

Blomstrom and Kokko (1998) indicate, channels dfitiee FDI spillovers include:

demonstration-imitation effect (knowledge diffusipnompetition effect (updating
of technology), foreign linkage effect (access xpat markets), training effect
(movement of staff). Foreign companies induce laagbpliers to meet higher
quality standards by providing technical assistaacel training. Technology
transfer translates into higher technological contef exports. This results in
increased competitiveness and better export oppities for the host country.

The beneficial role of FDI for the increase of catifiveness of Central
and Eastern European (CEE) economies is advocatedribus researchers (see
for example Cantwell and Piscitello, 1996). In thégion, Hungary is the prime
exponent for a consistent growth of exports duteign investment, as most of
the initial FDI took place in manufacturing. As asult, Hungary has rapidly
gained market shares internationally (UNCTAD, 2002)other countries, such as
the Czech Republic or Poland, exports increasadraire moderate pace compared to
FDI inflows. In Hungary, as well as in other CEEuntries, the inclination to
export has been higher for foreign affiliates tfi@ndomestic firms (Hunya, 2000).
Nevertheless, Resmini (2000) who based her anatysidata of European firms’
FDI in CEE countries suggests that market andegiatissues prevail on export-
oriented FDI. However, even if we give credit te tuperior export performance
in the case of foreign affiliates, it is definitegoupled with a higher import
propensity. Thus, FDI has generally tended to edpaternational trade of the host
country, but its outcome on the trade balanceffedit to measure.

2. AN ANALYSISOF ROMANIAN EXPORTS

Taking into account the period 1997-2007 we notikat Romania’s
foreign trade has risen constantly, but mainly ttuthe disproportionate growth of
imports in the last few years (figure 1). This tedan ever increasing trade deficit
(no year with a trade surplus has been recordeteiiast decade) amounting to
almost $19 billion in 2006, or 15.4% of GDP.

The composition of Romanian exports has changed tive. Typically,
textiles and clothing have represented the majpoexproducts in the transition
period (about one-fourth of all exports). Romarégdme the third major exporter
of textiles to the EU, behind China and Turkey. filex have lost their top spot in
Romania’s exports in the past two years due tcetieordinary development of
machinery, triggered mainly by automotive parts atiter industrial components
(figure 2). Steel and various metals have also lzeeimmportant product category
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in Romania’s exports throughout the last decade @@y even managed to
increase their share, surpassing textiles receAtipther major product category
that has increased rapidly in the last years aimobeld its way up the export chart
is that of vehicles, especially after French comypRanault acquired the Romanian
car maker Dacia. The fifth spot in Romanian expizridaimed by minerals, which

improved their position once the oil industry wised a steady development.
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Fig. 1. The evolution of Romania’s foreign trade

Source: Compiled from National Institute of Statis{(1998-2007)
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Fig. 2. The distribution of Romanian exports on producegaties, 2007

Source: Adapted from the Ministry of Economy andde (2008)
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The sectors in which Romania has revealed a conipai@dvantage over
the last years are pointed out by calculating fecislization index. The index
measures the country’s revealed comparative ady@ffRCA) in exports according to
the Balassa formula (1965):

i=1
where: * = exports of product j of country i;"x= world exports of product j.

The index compares the share of a given sectoatiomal exports with the
share of this sector in world exports. Values abbvadicate that the country is
specialized in the sector under review. Data idetdbsuggests that Romania is
specialized predominantly in metals, textiles &tklog and in a less obvious
manner in machinery and automotive products. Evefoatwear or furniture
(traditional areas of specialization for Romanistiground to higher value-added
exports, the concentration of Romanian exportd B8 on sectors with low
productivity and weak technological intensity (ike¢ and clothing), or high
energy consumption (steel). This has representeorg/ing matter throughout the
years for policy-makers. With Romania joining thg B 2007, there are signs that
the composition of exports is improving with newigher-technology sectors
broadening the portfolio.

Table 1.
Specialization index of Romanian selected sectors

2000 2007
Fuels and mining products 0.6 0.4
Iron and steel 7.0 4.7
Chemicals 0.8 0.8
Machinery 0.5 1.7
Automotive products 0.4 1.4
Textiles and clothing 4.2 3.2
Other semi-manufactures 1.0 0.7

Source: Own calculations based on data from thedtinof Economy and Trade (2008)
and WTO (2008)

Another form of measuring comparative advantage =lculate the RCA
in its “domestic” (internal) meaning. A productdsnsidered to reveal comparative
advantage if it is traded more efficiently as coragao the average trade performance
of the respective country. RCA of country i is éed from the formula:
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RCA =In [/ m) / (X/M)] (2)

where: x = exports of product j, j7= imports of product j, X = total
exports, M = total imports. Positive values ind&caareas of comparative
advantage, negative values indicate comparativeddantages. As pointed out by
data in table 2, the most pronounced comparativargege in the case or Romania
has been registered in wood products, but it hasedeed, leaving footwear at the
top. Other areas of comparative advantage are snataidtiies and furniture, as
highlighted by the specialization indexes aboveer@igcals and leather products
have always been a source of comparative disadyanés well as minerals and
machinery, but the position of these last two ssa®improving in time.

Table 2.

Compar ative advantages and disadvantagesin Romanian exports

1997 2001 2006
Fuels and mining products - 1.03 -0.73 -0.34
Iron and steel 1.13 0.59 0.42
Chemicals -0.22 - 0.57 -0.62
Machinery - 0.96 -0.43 -0.17
Vehicles (transport equipment) 0.44 0.07 -0.15
Textiles and clothing 0.50 0.48 0.69
Furniture 1.21 1.11 0.31
Footwear 1.53 1.66 1.69
Leather products -1.14 - 0.95 -0.74
Wood products 2.14 1.88 1.29

Source: Compiled from Voinea (2002) and own calioites

3. THE EVOLUTION OF INWARD FDI IN ROMANIA

Romania performed poorly in attracting FDI comparedther transition
countries and to initial expectations, taking intmsideration that it is the second
largest country in Central and Eastern Europe d@and. Inward FDI stock
reached the $10 billion benchmark in September 21208 after Poland, Hungary
or the Czech Republic. Despite the steep growtRdfinflows in the last 3 years
(see figure 3), FDI stock represented only 32.2%G6P in 2006 (the highest
figure so farj, so its impact on the growth of the economy hase@onsidered a
limited one, especially in the period until 2004.

% Inward FDI stock reached up to only 20.5% of GBF2002 (last position among CEE accession
countries to the EU) and 24.7% of GDP in 2004.
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Fig. 3. The evolution of FDI in Romania

Source: Compiled from UNCTAD (2002, 2006) and themRnian Agency for Foreign
Investment (2007)

The reasons for Romania’s poor performance indiiig FDI comprises a
long list of factors (see Bonciu and Dinu, 2001;rescu, 2003) but certainly one
of the most important has been the delay in refoamd the slow pace of the
privatization process. As various studies have sh@Bonciu and Dinu, 2001;
Hunya, 2000), the amount of FDI inflows to CEE coi@s has been very closely
linked to privatization deals. Romania started“igsge” privatization scheme in
1997, closing just minor deals until that year. €sgquently, FDI flows have been
under the $1 billion mark each year during 19906199

This link between FDI and privatization is also tbgplanation for the
relatively higher amount of FDI in 1998, when a amagtake in the Romanian
national telephone operator has been sold andfatsiie high figures for 2004,
2005 and 2006, when the largest Romanian compaRgtrom (the national oil
company), and various energy and gas companies beeme transferred from the
Romanian state to foreign ownership. The outstandifiows of 2006, the best
year for FDI so far, are based on the privatizatidnthe largest bank — the
Romanian Commercial Bank (BCR). The control stalkes wold for EUR 3.75
billion to Austria’s Erste Bank in a deal concludadecember 2005.

In the distribution of FDI by sectors within the fRanian economy,
industry still holds the top spot, with 50% of adlvard FDI (figure 4). Unlike in
other CEE countries, where services are in the, lemdRomania they attracted
below 50% of all FDI, despite the large investmeimstelecommunications,
banking and insurance, especially in the last feary. Up to the mid 1990s, trade
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has been the major destination for FDI. Afterwarahistry has started to gain in
importance, first the food sector, than the stadustry and automotive industry
performing well in attracting FDI.

Business Services
26%

Transport
6% Industry
Tourism 50%

2% Wholesale _
% Retal‘Constructio|‘?“~51“CU'ture
° 2% 1%

Fig. 4. The distribution of FDI in Romania on sectors, 00

Source: Adapted from the Romanian Agency for Faréiyestment (2007)

4. THE RELATIONSHIP BETWEEN FDI AND EXPORTS

The European Union stands out as the main inv@st®omania, with 65%
of the FDI stock at the end of 2006, as well asrign trade partner (68% of
Romanian exports and 63% of impottd)ut member countries of the EU that top
the investor chart do not necessarily top the tretuit as well (table 3). Oddly
enough, the number one investing country in Romfra the 1990s onwards has
been The Netherlands, and this position is maiagel on greenfield investments.
Austria took the first spot in 2006, after increggiits stake in the Romanian
economy in an accelerated pace in the last fewsydégr making assiduous
acquisitions in the banking and insurance sectopeguliarity is that the USA
holds just 1.8% of the FDI stock in Romania andadidpas an insignificant share.

Analyzing the evolution of FDI inflows in Romanielative to the evolution
of exports over the last 10 years, several interggtoints emerge. As we can
clearly observe, there seems to be no statisetalionship between the two series
of data (figure 5). Inward FDI was almost doublesipe in 1998 compared to the
previous year and the following four years, butaipdid not follow suit, resting
constant and then starting to increase only whem é¢bhonomy has grown
significantly, from the year 2000 onwards.

4 According to data from the Romanian Agency for kprdnvestment and the National Institute of
Statistics
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Table 3.

Top 10 export partnersand investing countriesin Romania (2006)

Rank | Main export partners Main investing countries
1. Italy (17.9%) Austria (23.0%)

2. Germany (15.7%) The Netherlands (17.1%)
3. Turkey (7.7%) Germany (10.1%)

4, France (7.5%) France (8.0%)

5. Hungary (4.9%) Greece (7.8%)

6. United Kingdom (4.7%) Switzerland (6.9%)

7. Bulgaria (2.8%) Italy (6.7%)

8. Austria (2.7%) Cyprus (4.8%)

9. USA (2.6%) Hungary (1.9%)

10. The Netherlands (2.5%) USA (1.8%)

Source: Compiled from National Institute of Statist(2007) and the Romanian National

Bank (2007)

FDI flows tripled in 2004 compared to 2003, but iag@&xports rose in a

less flamboyant manner, just in line with the griowegistered in the previous year.
The growth rate of exports even decreased in 26&ite FDI flows registering much
higher values in 2004 and 2005 compared to thesymafore and booming in 2006.
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Fig. 5. The comparative evolution of FDI inflows and Roraanexports

Source: based on data from the National InstitdtéStatistics (1998-2007), UNCTAD
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Analyzing the correlation between the dynamics bf Btock and exports
we can find that there is a poor link between the variables. In order to do this
analysis we took into consideration the increasatp of every variable compared
to the previous year (table 4).

As we can see in table 4, the increasing ratiolif $tock is significantly
superior to the increasing ratio of exports in atevery year of the analyzed
period of time, excepting the year 2000 when theods increase exceeds FDI
stock increase. Even if it seems to be a directetaiton, the differences of the
figures might lead us to the conclusion that tliselation is very low in intensity.

In order to have an intuitive image of this cortielawe scattered the pairs of
dots resulted from the association of the consi@rereasing ratios (figure 6). The
poor correlation between the analyzed variablesvisaled by a very large spreading
of dots on the chart surface, with no trend whimh loe estimated by a specific curve.

Table 4.
Increasing ratios of FDI stock and exports
Increasing ratio

Year FDI stock Exports FDI stock Exports
1997 3,6 8,4 - -

1998 4,3 8,3 19,4% -1,2%
1999 54 8,5 25,6% 2,4%
2000 6,5 10,4 20,4% 22,4%
2001 7,6 11,4 16,9% 9,6%
2002 8,9 13,9 17,1% 21,9%
2003 12,7 17,6 42, 7% 26,6%
2004 18 23,5 41, 7% 33,5%
2005 23,8 27,7 32,2% 17,9%
2006 39,1 32,4 64,3% 17,0%

Scattergram of the correlation between the increasing ratio of FDI
stock and Exports
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Fig. 6. Correlation between increasing ratios of FDI staoll exports
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Our conclusions are also sustained by the valuPezfrson correlation
coefficient, calculated based on the data regar@Dgstock and export increasing
ratios (table 5).

Tableb.

Significance of Pearson correlation coefficient

Correlations

| FDI stock Exports
FDI stock Pearson Correlation 1,000 ,389
Sig. (2-tailed) , ,300
N 9 9
Exports Pearson Correlation ,389 1,000
Sig. (2-tailed) ,300 ,
N 9 9

The Pearson correlation coefficient, obtained bingiSPSS system, has
the value of 0.389, quite close to O, which indésad poor correlation between the
analyzed variables. Taking into account also tladissical significance of this
coefficient we can conclude that the two variablesnot correlated. The significance
level (Sig. 2-tailed) has the value of 0.3, whictteeds the significance level of
0.05 corresponding to a 95% confidence level.

These findings lead us to the conclusion thatastlerom a statistical point
of view, the link between exports and FDI does se#m to manifest itself in the
case of Romania. This is also true if we consitat the overall share of foreign
affiliates in manufacturing exports has been tylbiceery low (33.4% in 1999,
compared to 88.8% in Hungary and 59.8% in Pofa&lt the influence of FDI on
the competitiveness of Romanian exports can bedféiom a qualitative point of
view. A lot of Romania’s industrial sectors weraguied by inefficiency, outdated
technology and a bad price / quality ratio for prod. Enterprises also lacked
international marketing skills. That is why FDI bete essential, as it brought
much-needed technology, management skills, highatygtivity and the ability to
access new markets, due to the logistic networktraibed by TNCs. FDI has also
helped several enterprises to avoid bankruptcyt@edntinue exporting.

An additional question arises if the sectors digptathe largest amounts of
FDI have also strengthened Romania’s comparativardaige over time. As industry
is paramount for export commodities, we look as ttategory in more detail.

5 See Dumitriu, I., Hunya, G. (2002) for more detail
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Thus, of all industries, metals have attractechtghest amount of FDI (8.3%
of total FDI stock), one of the areas Romania istm@pecialized in (see table 1), yet
comparative advantage is decreasing in this séster also table 2). In the fuels and
mining industry, with a share of 6.1% in total File situation has improved over the
years. Still it is clearly one of the areas witmparative disadvantage. The food and
beverages sector, which attracted 5.5% of total iEDdne mainly domestic market-
oriented, with insignificant exports and as wellaara of comparative disadvantage.
For chemicals and vehicles (4.5% and 4.1%, resgdein FDI), not only they are in a
position of disadvantage, but the RCA index isideway over time. So evidence shows
us that FDI is actually helping out sectors withmparative disadvantage (with the
exception of steel) and not strengthening thosk egimparative advantage. A study
by Voinea (2003) confirms that the five sectoreidng most of the FDI inflows are
also among those with the highest foreign penetrgishare of foreign affiliates in
total sales) and explains that the lower preseh&®bin wood products, textiles and
footwear (areas of comparative advantage for Ramhamioutbalanced by the wide-
scale use of subcontracting practices throughneiaries.

Useful hints on the relationship between exportd amward FDI are
provided also by the rankings of Romania’ largesipanies and of its main
export companies. In each ranking, four companigbthe top ten belong to the
oil industry, witnessing an important growth re¢grdue to the soaring of oil
prices. Additional major exporters stem from theestindustry, automotive
industry, electronics and chemical industry. Fiwg of the ten largest companies
can be also found in the ranks of the top ten agpsar

When investigating the nature of ownership of them@mpanies we notice
that eight of the top ten exporters and all theléegest companies in Romania are
foreign-owned. A first glance on this chart couldséy lead to the mistaken
conclusion that foreign ownership has played anostmole in boosting exports.
But, under closer scrutiny one can observe thagat four of the largest companies in
Romania are mainly domestic market-oriented and exgiort-oriented, namely
Metro (German cash-and-carry retail chain), Orainggbile phone operator, under
French control), Vodafone (mobile phone operatdf-ddsed) and Distrigaz Sud
(now owned by Gaz de France).

Even the two largest companies in Romania — oilgaomg Petrom (sold in
2004 to Austrian OMV) and steel company Sidex (lug 2001 by steel giant
Ispat, afterwards renamed ArcelorMittal) which disad the exporting chart, have
not reached the top spots after they came undeigforownership. They led the
export rankings consistently even before FDI sthrte gain momentum in
Romania. A similar situation can be identified éher important exporters.

Thus, the overall impression is that FDI has naidbed Romanian exports
to the extent touted by many. One major examplaghaovhere FDI from the EU
has played a chief role for the export-orientatisnthe automotive sector and
especially the Automobile Dacia company. The natiaar maker, bought 1999
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by Renault, exported close to zero in the lasts/&afore privatization and since
the launch of the Logan brand by Renault at the &dfn2004, exports have been
increasing at a fast pace (from 16,305 exportes ioa2004 to 88,931 units in 2006
and more than 172,000 exported units in 2008)

5. CONCLUSIONSAND POLICY RECOMMENDATIONS

A series of conclusions can be drawn on the linkvben inward FDI in
Romania and the country’s exports. Research hasrstimat the presence of FDI
generally increases the efficiency of the respectsectors: foreign-owned
enterprises are characterized by higher produgtibittter management and higher
propensity to export compared to domestic fitnBut, in the case of Romania, no
statistical relationship could be found betweenedhelution of annual FDI inflows
and exports. Witness to this is the relatively $rf@eign penetration rate. With
the exception of metal production, the largest am®uwf FDI were oriented
towards sectors with comparative disadvantage addhat develop further the
comparative advantage that Romania holds in lowesadded sectors. Inward FDI
aimed first at resource-based industries thengabeo move to more technology-
intensive industries, as is the case with the aatimaindustry.

The largest FDI privatized mainly industrial comgsnwith already above
average export propensity or were directed towaed®us services (telecommu-
nications, banking) and trade, which are typicdibymestic market-oriented sectors.
Thus, in the case of Romania, FDI seems to be matlaeket-driven than export-
driven. This is partly understandable due to tmgdasize of the Romanian market
(22 million people) and many underdeveloped consuare service sectors.
However, the significance of FDI for the increageexports is not as high as the
literature has advocated (Dumitriu and Hunya, 2Q@&porcik et al., 2004). Also,
the impact of FDI on the foreign trade balance was necessarily beneficial.
Evidence shows that the increasing export-competigss of foreign-owned
enterprises came along with increasing import-detnaersening Romania’s trade
deficit over time. Nevertheless, the role of FDRiomania should not be underestimated,
as its contribution was quite impressive from alitatave point of view. Positive
spillovers to local firms include enterprise depefent and restructuring, enhanced
competition on the domestic market, integrationo imbternational trade and
logistics networks as well as the implementatioma diusiness-oriented culture and
modern work mentality.

The improvement of Romania’s export competitiveness be managed
with a strategic approach both for attracting FBd atimulating exports. Legal and
macroeconomic stability represent the prerequidibesa better performance in
attracting FDI and for a better export performabgalomestic firms, together with

® Dacia —Press Releases 2006-200@vw.daciagroup.com
" See also Bgaiu, V., Mazilu, A. (2001), Hunya (2000), Voin&003)
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the focus on an improved and investor-friendly bass environment. This implies
identifying and reducing procedural steps, admiaiste barriers and transaction
costs. Easing the access of SMEs to finance andrexpedits is definitely a
priority. Solid support measures of promotionaleygould facilitate the entry of
domestic firms and their export products on foraiggrkets, once fiscal incentives
can be no longer granted according to EU rules.abuoption of an active promotion
policy is needed for attracting FDI as well. Thenkmian Agency for Foreign
Investment should strive to open foreign officeskey cities of the developed
world and to contact major investors, committedottg-run investments, directly at
the source. The identification of target countfied=DI would be a useful tool, as some
of the world’s top-investors, such as Japan ottBere underrepresented in Romania.

The emerging cluster in the automotive industratdeéng car assembly
and production of a wide range of components shbeldoosted further by the
sale of the former Daewoo plant, now Automobilei@ra to Ford in 2008. Thus, a
second pillar beside Renault could trigger the ldgweent of the Romanian automotive
industry and its exports. Clusters can also be wagmed in selected dynamic areas
as software (with a significant growth in the lasars), tourism (with a performance
well below its potential) or in sectors for whicloiRania has a long-lasting export
tradition e.g. furniture and wine. Enhancing the@ax competitiveness of such
sectors involves the implementation of a well-desdj branding and continuous
promotional process. This process should be coatglihby regional authorities
together with producer and trade associations.

In order to guide the move of inward FDI towardghdr-technology
intensive sectors and to increase the value-adoletat of exports, there is a need
for a step-by-step changeover to those dynamicyatsdn world trade for which
Romania owns adequate resources, human capitalpeeific skills. To accomplish
such a task, policy-makers should eliminate médiketres that impede the formation
of linkages between domestic firms and foreignliafés or regional networks,
encourage domestic sourcing by foreign-owned compaand upgrade existing
linkages so as to generate positive spillovers fiddh in the Romanian economy.
Training courses offered to employees of domesitinsf for instance in supply
chain management, quality, safety and environmardaihs as well as in project
management for a better absorption of EU-fundsbadly needed to bridge the
knowledge gap between foreign affiliates and Idicals and to improve the export
performance of Romanian goods.
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ABSTRACT. Lifelong learning represents an important faatothe accommodation
process of the firms’ activity to the market chasmg&he introduction in the
economy of new technologies imposes the necessitpntinuously improve the
level of labor force qualification. If some yeargoapeople thought that their
abilities and qualifications would allow them tagtemployed many years without
any problems, today they have to understand thatatiilities, with which they
entered on the labor market, will not be sufficielaring their active life. From
this reason, the education and training, evenaj thre carried on at their work
place, in formal or informal systems, have to beagk in the attention of the
employees, because they represent for everybodykdlye for their personal
development and career evolution. The present Eapey to analyze the employers’
anticipations regarding the future developmenthefrtown companies, the changes
that are likely to occur and the implication of $heupon the employment level in
their companies. For this analyze data were cattblsed on questionnaires and
were processed with SPSS 11.0 software.

Keywords: professional training, employment, unemployment.
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Introduction

Participation in lifelong learning programs is Vi@s it will improve
people’s knowledge and skills helping employees@adird their jobs, but also
improving the employment prospects of those whaiasmployed.

Besides this problem of unemployment, the changésrnviened in the
demographic structure — through the increase ofdlder people in the total
population of a country — reinforce the importamdethe attendance to lifelong
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learning programs, especially among the adult @djmr. The challenges of these
demographic changes have some implications uporedineational and training

system, appearing from the necessity to encouragplgto attend lifelong learning

courses, which will grant them the possibility # dictive on the labor market for a
long period of time.

People have, on the one hand, to continuously iweptbeir knowledge
and abilities through attendance to educationalteaiding programs, and, on the
other hand, to be able to apply them in differénasions, if they want to be employed
and to stay longer on the labor market. Therefitie education does not represent
a process that takes place from the age of 3 tea#s, but it represents a lifelong
learning process.

Taking into account the importance of professianaining, both for the
employers and the employees, we have undertakedyamemployees’ professional
training in companies of the processing industiye main goal of the present study is
the analysis of the demand for continuous professitraining among employers
and employees in these companies and the efficatlyese training programmes.
In this paper we are going to analyze the empldyaricipations regarding the
future development of their own companies, the gkarthat are likely to occur
and the implication of these upon the employmerglla their companies.

In Romania studies have been made concerning hleacteristics of
continuous professional training (INS 2001) anddbmand and offer of continuous
professional training (INCSMPS, 2004; MMSSF, 2008hus theProbing study
on demand for continuous professional trainingade as part of component 2 of
the PHARE project ofnstitutional Twinning — Assistance for the condation of
policies concerningontinuous professional trainindias aimed at analyzing the
demand for CPT with employers and employees ofd@enomic sectors — tourism
and constructions. Research on certain aspectsdieggprofessional training of
the employees was undertaken as part of a studg madsoian 2004 Practical
study on occupying and using human resources aitaeal level focusing on
active industrial firms in the county of Cluj. Sianily, as part of the research study
centered on thémpact of direct foreign investments in the preoes industry
upon the occupation of labour foféeertain aspects concerning the professional
training of the employees’ of these firms have baeslyzed.

Material and Methods

In order to analyze how lifelong learning is orgaedl in companies from
the manufacturing sector, we made a study duriagpériod 2007-2008. The study
was carried out as part of the research projectumemployment in Romania —
present and perspectivesbetween 2007-2008.

* Project coordinator - prof Maria Birsan, 2006-2007
® Grant CNCSIS, type TD, no. 63, project coordinatBarmen Maria Gi 2007-2008.
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The study has aimed at analyzing the demand fotiramus professional
training among employees and employers of the naatwrfing industry, following
the pattern of the one carried out by INCSMEZ04). For the purpose of this study
two types of questionnaire were drawn up: onerigpleyers and one for employees.

The period encompassed by the study wa% N&vember 2007- 20
January 2008. Most questionnaires (95%) were adteir@d directly and only a
small part (5%) through e-mail addresses of thadir

In carrying out the study we focused on companiethé manufacturing
sector, NACE 15-37. In order to make sure the fiamsactive and to check if they
handed in their financial reports for the previgesr (2006), we accessed the site
of the Ministry of Economy and Financenw.mfinante.rh The data obtained
through questionnaire were processed with SPSSptagdams.

Results and Discussions

The employers’ anticipations regarding the futuegelopment of their own
companies, the changes that are likely to occurthadfactors that will induce

these changes are presented in the tables below:
Table 1
The employers’ perception regarding the changesatiealikely to occur in the activity of
their own companies

Do you consider that there will be changes in thecéivity of the
company in the future?

Valid Cumulative
Frequency | Percent Percent Percent
Valid no 65 31.0 311 311
yes 144 68.6 68.9 100.0
Total 209 99.5 100.0
Missing  System 1 5
Total 210 100.0
Source: own calculation
Table 2
The principal factors that will affect the activity the companies in the future
Factori Total (%)
1. | Factors of technological order 39,5
2. | The change in consumers’ demands 37,7
3. | Reorganization of the companies activity 11,2
4. | Changes of legislative order 11,6

Source: own calculation

% National Institute of Scientific Research in theldiof Work and Social Network
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Analysis of Tables 1 and 2, shows that almost #0%he employers expect
future changes to occur in the activity of the camp mainly due tdactors of
technological order As a consequence we consider that a firm canoyé evith
technological progress unless it offers its empésyeontinuous training. Taking
into account that introducing new technologies le tprocess of production
requires continuous improvement of the qualificatievel of labour force we
consider that education and professional trainiegds special consideration from
employees and employers as well.

Second comethe change in consumers’ deman@snsequently, in order
to become and stay competitive Romanian comparies to work out a consistent
and viable strategy that would lead to constantvroof effectiveness, to the
improvement of the quality and image of their owaducts and to the reduction of
production costs. In order to accomplish this, thegd to engage more in research
and development activities, to invest in new tetthgies and to improve management
techniques, since as stated by Dan Coanda, salesgeraat the Brother Romania
company, in an interview given to the “Dialog T&xthagazine, “the companies that
invest in high tech machines and technology, haghen chances to stay on the
market longer.”

In order to benefit of certain advantages, as @agto other countries,
Romanian companies have to focus on creating brafnheir own, on quality and
time saving in production and delivery and not igist so much on low staff
related costs. In the same way, they have to otiewards producing short series,
that is to say to adopt a rapid style, since bipos that do not require short term
delivery are transferred to other countries whab®mur force comes cheaper (such
as China for textile and ready made articles).

In the past, when companies based their activitiasly on production in
the lohn system, the future of the business wagrdmt on the client, market,
customs duties, while today, in order to survivetib@ market and to cope with
foreign competition, Romanian companies need tokwairt viable long term
strategies, to invest in new technologies, to fooasproductivity, quality and
adaptiveness.

The way in which these changes will affect the nenmdnd structure of the
staff in the processing industry is revealed by #meployers’ answers to the
question “What impact will these changes have on the numbeérstructure of the
staff?

But we must not forget that the present finandiahding of the companies
is reflected also in their expectations regardihg &volution of the number of
employees working for them. (Table no. 3)

7 Dan Coand, (2001), “About the Romanian textile industryDialog Textil Nr. 6, p.1,
http://www.dialogtextil.ro/date of access: 15.07.2006.
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Table 3
The employers’ expectations regarding the evolutibthe number of employees

The evolution of the number of employees * Which ighe financial standing of your company?
Crosstabulation

\Which is the financial standing of yo
company?
very good good precarious| Total

The evolution will increase Count 19 37 1 57
of the number % within 48.7% 30.6% 50.0% | 35.2%
of employees il decrease Count 2 21 1 24
% within 5.1% 17.4% 50.0% | 14.8%

will be the same Count 4 17 21

% within 10.3% 14.0% 13.0%

cannot give any estimatéCount 14 46 60

of their future vacancieso, within 35.9% 38.0% 37.0%

Total Count 39 121 2 162
% within 100.0%| 100.0% 100.0%| 100.0%

Source: own calculation

More than one third of the employers expect thelmemof their employees
to grow in the future, while 14.8% expect a cut down staff. Analysis of firms
per NACE sections (table no. 4) shows that mostdithat expect a cut down on
staff in the future are those in the textile, ciothand footwear industry (NACE
code 17-19), due to the high number of companighifmsection working in the
lohn system. It has to be mentioned that a greabeu of companies (37%) cannot
give any estimate of their future vacancies, egfigccompanies of composite
book publishing (NACE code 22), those of the mezfrisansport (NACE code 34-
34), machines and equipment (NACE code 29) industng those of the textile,
clothing and footwear industry (NACE code 17-19hisT can be put down to
frequent changes in the economy and at company leve
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Table 4

The employers’ expectations regarding the evolutibthe number of employees, on
NACE Sections

NACE Sections * The evolution of the number of employees
Crosstabulation

The evolution of the number of employees
cannot give
any
estimate of
will will will be the their future
increase decrease same vacancies Total

NACE 15-16  Count 10 1 2 6 19
Sections % within 52.6% 5.3% 10.5% 31.6% 100.0%
17-19  Count 11 10 3 20 44
% within 25.0% 22.7% 6.8% 45.5% 100.0%
20 Count 3 2 3 2 10
% within 30.0% 20.0% 30.0% 20.0% 100.0%
21 Count 1 1
% within 100.0% 100.0%
22 Count 3 3
% within 100.0% 100.0%
23-25  Count 8 1 4 3 16
% within 50.0% 6.3% 25.0% 18.8% 100.0%
26-28  Count 9 4 4 13 30
% within 30.0% 13.3% 13.3% 43.3% 100.0%
29 Count 1 1 4 6 12
% within 8.3% 8.3% 33.3% 50.0% 100.0%
30-32  Count 4 1 2 7
% within 57.1% 14.3% 28.6% 100.0%
33 Count 2 2
% within 100.0% 100.0%
34-35  Count 1 2 3
% within 33.3% 66.7% 100.0%
36 Count 7 4 2 13
% within 53.8% 30.8% 15.4% 100.0%
37 Count 1 1 2
% within 50.0% 50.0% 100.0%
Total Count 57 24 21 60 162
% within 35.2% 14.8% 13.0% 37.0% 100.0%

Source: own calculation

As far as types of qualifications required by empls in the future are
concerned, results are shown in the table below:
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Table 5
Labor demand by qualification
In a future perspective, what kind of qualifications will be mostly requested in your
company?
Cumulative
Frequency Percent Valid Percent Percent

Valid low qualification 6 2.9 3.7 3.7

medium

qualification 87 41.4 54.0 57.8

high qualification 68 32.4 42.2 100.0

Total 161 76.7 100.0
Missing System 49 23.3
Total 210 100.0

Source: own calculation

In the coming years requirements of the employelide oriented mainly
towards medium education level (41.4% of the totehber of employers questioned
are looking for this) and high education level &{@2.4%). Only 2.9% of the
employers involved in this study will need low dtiehtion staff in the future.

The same orientation tendencies of the employessiasthds ranging from
low qualified workers through medium and highly bfied staff can be noticed in
other countries as well, as it appears in differetnidies. For instance, Robert
Stehrer (2004) drew up a prognosis regarding tisugan of occupation and work
demand according to the level of qualification aewlication of labour force
between 2002-2012. This prognosis predicts th#tenyears to come in all new EU
member states the demand for low qualified workeitsdrop and high qualification
will be more required. As far as Romania is conedriin the next ten years (2002-
2012) it is expected that about 35% of the low ifeal workers would lose their
jobs, wile the demand for highly qualified employedill rise with 3%.

Similarly the study entitledThe Scottish Labour Market 2008oints out
that on the long run there is a tendency of ort@matowards jobs requiring
medium or high qualification to the detriment olvlgualification. Shah and Burke
(2006) points out that “occupation will grow moagpidly among high qualification
jobs as compared to low qualification ones”.

Keeping in mind these increasing tendencies ofrlaleonand for workers
with a medium and high level of qualification, teesre, on one hand, the risk of
exclusion of the unemployed whose qualificationsndbfit the employers’ demand
and, on the other hand, the possibility that utedkilvorkers or with a low level of
qualification to become unemployed. That is whys ihecessary that persons with
a low level of qualification should participatelif@long learning programs.

Taking into account the changes that companiescexpehe future, we
consider that for a better adaptation to them gebétaining of the staff would be
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needed. Also, we consider that if companies traitedr own employees, they
would enjoy a higher stability of the staff, sirtbese are more loyal than previously
trained ones.

But, the development of lifelong learning programmsist take into
consideration the present and future demand ofather market, identifying the
areas of expertise and skill-sets that individualst acquire. This should lead to a
better correlation between labor demand and lainoplyg.

Conclusions

1. The majority of employers (almost 70%) expect fatahanges to occur in the
activity of the company, mainly due to factors e€hnological order and to
changes in the consumers’ demand.

2. As far as the occupation level at the company icemed more than one third
of the employers expect the number of employeegritaw, while 14.8%
expects a reduction of staff. However it has tartemtioned that an important
number of companies (37.0%) cannot presently giyeeatimate regarding the
evolution of vacancies at the firm, due to contusichanges in economy and
at company level.

3. In the next years employers will orient their deshdaoward medium and/or
high qualification staff and only a tiny part oktemployers questioned (2.9%)
will need low qualified people.
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ABSTRACT. This paper is representing the results of a ptajesearch that we
carried out in February 2009 entitled ,The studytled tendencies regarding the
book market evolution in Romania”. The analysighaf book market in Romania
is based on the studying of the main book markdicators, and these are: ,the
titles of the books and the printed brochures”g, tlopies of the school books” and
.the number of university courses”, ,the numbedibfaries” and ,the number of
registered readers”. The book offer in Romaniadae ascending evolution from
one year to another with the readers’ diversifaratf the preferences and tastes.
The representative company in the field says thabbok market has increased
constantly in the last five years the same time with the increasing turnovers.
Unfortunately, there aren’t studies or statisticghis domain, as there aren't any
data to explain the cultural consumption habitRofmanians, the only information
which we can refer to is represented by the onesmuanicated by the officials of
the companies and organizations which act in #x$os.

Keywords: books market, titles, copieiirnover, registered readers, lent volumes

1. Introduction

The book has had three significations along tinmstrument, esthetic
object and cult object. For the™6entury man, the book represents the symbol of
culture. The book is the object that offers imafyjem the past, as a keeper and in
the same time as a faithful beholder of spirit’stifgy. For the 2% century man, the
book is mainly an entertainment means of educatiod information which is
situated in a continuous competition with the neshtologies.

The book is a piece of art, but also a commoditthin same time. It has
two components: a physical one (the easement: gayaktor electronically) and an
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intangible one (the content, character of infororatsender, the intrinsic
quality through which its utility is highlighted].he book is not perishable, only in
a strictly physical sense, for example when theepgasement is damaged from
different causes, the contained information may tlamsmitted through other
ageless means. The moral usage met in the casmg@iutilization products (for
example televisions) does not take place when atbegway, new procedures/
methods of calculus (which are much simple that ekistent ones and above
mentioned) appear. The exit from usage of a bodedhmeans the appearance of
a new theory that invalidate or complete the erisienes, and the contained
information in a certain book becomes at leastlament of historical importance
in the evolution of the respective ( although hpably may be out of service from
a significantly point of view).

The most expensive book that was ever printed prgisent is considered
to be ,The Canterbury Tales” written by GeoffreyaDber (1343-1400). A copy
printed in 1477 was adjudicated at the Christiedside of auction in London, in
July 1990, for 4,621,500 pounds. Also in the donwimecords, the larger book
ever printed is ,Bhutan: A Visual Odyssey across Klingdom” (USA). It measures
1.52 x 2.13 meters, it has 112 pages, it weightsil6grams, and the production of
a copy costs 2,000 $. The selling price is of 10 $@the revenues are donated to a
foundation).

2. Material and methods
The analysis of the book market in Romania is basetthe studying of the
main book market indicators, and these are: ,testof the printed books and the
brochures”, ,the copies of school books” and ,tenber of university courses”, ,the
number of libraries” and ,the number of registeredders”. The book offer in
Romania faces an ascending evolution from onetgeanother with the diversification
of the preferences and tastes of the readers.

3. Results and discussions

Concerning the evolution of the number of titleg, @an observe an increase
from 11571 titles in the year 2002,16566 titles in 2007so we find ourselves in the
front of an increase d5% due to the diversification of the book market ofife
Romania and the development of the existent demgmdiming from readers.

If we follow the number of copies of the books dmwdchures which were
printed we register an oscillatory evolution in tieriod of reference, with weaker
periods like the year 2003 when the number of copigd a decrease of 25% in
comparison with the year 2002, and the year 2006nwihe number of copies
decreased with 17% in comparison with the year 2006 also periods of refresh
and increase, for example an increase of the nuoflmpies with 11% in the year
2004 in comparison with 2003 and an increase of i8%he year 2007 in
comparison with 2006.
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3.1 The supply of booksin Romania and the books offer in Romania

A picture of the book market in Romania for the ry@807 presented in
Business Magazine gives us the right to believa ths market in its full
development period may offer new opportunities te €conomic agents which
activate in this domain of activity. The book mdrke Romania, with a value of
approximately 80 million Euros has a real growingemtial, and as the days go by,
it develops more and more.

Table 3.1 Romania, the offer for the book market in 2007

* Value: about 80 million Euros

e Publishing houses200, from which about 60 have a constant activity

e Bucharest 35-40% from the total book selling

* Average copies per editionunder 5000 copies

» Coverage 22% - the share of the ones that have in theirse® maximum 20
books, 6% - the share of the ones which have cd@r 5

e Titles: 15566

e Copies (thousands)11028

e Libraries: 12366

» Registered readers (thousandsy1697

Sourcehttp://www.businessmagazin.ro/actualitate/romarnéapcartii-in-2007,
12.06.2007, Romania’s Statistical Yearbook (2008%jonal Institute of Statistics

For 2008, there were already introduced in thelldgaosit 6,220 titles,
and for other 12,565 existing the CBP (,Classifimatbefore Publication”, these
books being announced by the editors as beingeiptbcess of publishing), which
theoretically means a total 9,785 de titles

3.1.1 Present situation
Table 3.2 The analysis of the evolution of the book marketupply, on
domains, between 2002 and 2007

2002 2003 2004 2005 2006 200y

Titles | Titles | Titles | Titles Titles | Titles
Total 11571| 12864 13288 14115 143y3 15566
Social Sciences 2014 2205 2413 2724 3036 31y7
Exact sciences 1159 1208 1269 1256 1162 1271
Applied sciences 2778 2913 2823 302p 2941 3133
Art and entertainment 334 467 517 522 642 702
Literature 3259 3421 3684 384p 4180 4527
Geography, history 570 702 682 6371 645 748
Others 1457 1948 1899 211p 1797 2008

1)entered the legal book stock of the National &ipprClassification ONU-UNESCO.

Computed with the data obtained from The Romanittisfical Yearbook, (2008) The
National Institute of Statistics
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As far asthe supply of books in Romarngaconcerned between 2002-2007,
speaking about the classification based on subjiscke&ts been noticed an increase
in the number of titles for every domain (no matidrether they are books about
social sciences, exact sciencesm applied scietiterature, geography, arts and
entertainment) - a favourable approach both fotdgbturers and for the specialised
economic agents.In this way, the book supply iseréully developing and all the
appropriate conditions for selling and increasingfifs are created.

On the other hand, the number of copies is nolla eonstant variable
when speaking about the classification on subjdeotssocial sciences, the number
of copies decreases with 9.2% in 2007 compare®®2,2vhile for exact sciences
the number of copies increases with 2%; for appdicidnces the number of copies
decreases with 32.7%, while books for arts andritenent increase their copies
with 57%; as for history and geography there wasnded a decrease with 2.36%,
and the literature segment increased the numbeomits with 11.2%. All these
data are comparative, between 2002 and 2007.

Table 3.3 The analysis of the evolution of the number of caps on domains,
between 2002-2007

2002 2003 2004 2005 2006 2007
No.of No.of No.of No.of No.of | No.of
copies| copies| copies copies| copies| copies
(thou) | (thou) | (thou) (thou) | (thou) | (thou)
Total 11189 8350 9284 11746 9720 110028
Social Sciences 1651 1204 1374 1518 1439 1498
Exact sciences 933 880 755 671 589 947
Applied sciences 2282 1478 1537 2069 1528 1586
Art and entertainment 284 231 653 248 336 445
Literature 3911 2314 2961 4728 3984 4351
Geography, history 550 539 439 414 44p 420
Others 1578 1704 1564 2096 1402 1881

1)entered the legal book stock of the National &ifprClassification ONU-UNESCO.
Computed with the data obtained from The Romanittisfical Yearbook, (2008) The
National Institute of Statistics

The oscilant evolution of number of copies can bplaned by the
changes in lecturers’ preferences regarding diftesabjects, because the supply is
always answering to specific demands of the masgket is subject to change
according to the consumers’ tastes.
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Others, 12. i i )
Geography and History, 4.8 Social Sciences, 20.4

Accurate Sciences, 8.2

Literature, 29.

Art and Entertainment, APplied Sciences, 20.1

4.5

Fig. 3.1 The structure of book titles according to the fiefdstudy in 2007
Source The Romanian Statistical Yearbook, (2008).Thadweat Institute of Statistics

The analysis of the structure of book titles actaydo the field of study
reveals that, in 2007, a significant percent oftthal number of books was held by
literature titles (29,1%), social sciences (20,484 applied sciences (20,1%), due
to the growing demand for these topics on the boakket.

Regarding the books offerve might say that ,fiction and textbooks do gave
way on the market of books”. In the absencstafistical data at the industry level
the most credible indicator is thedles structurefrom the networks of the great
retailers. Thus, in Diverta bookstores, the mogtdrtant player on this market, the
distribution on categories is the following: fialig30%), children’s books (20%),
business, economy, judicial (10%), self-educatingks (10% ), science, history,
politics, journalism (7%), hobby (7%), dictionariasd foreign language courses
(6% ), school literature and collections (5%) artdeo genres (5%). The fiction
field has experienced the most significant increatiee to the large number of
printing houses that have published foreign litematn the last years. Also, as it
can be observed, children’s books occupy the sequade in the readers’
preferences, and in the third place there are babksit economy, business and
judicial environment (Ciubuc, 2008). People areopoeipied by the economic and
social environment; for this reason they buy bables help them better understand
the financial-economical and social transformatitias are occurring in our country.

The total book market has been estimaigdhe main playefsat a value,
in 2008, included between 600 and 100 millions s§Roboc, 2008), the most
important competitors in this segment being theliBoimg Houses Humanitas,
Polirom, Corint, ALL, Nemira, RAO, Paralela 45, TepCurtea Veche, Trei and
Egmont. But all the circulating data looking to th@ok market from Romania are

4 the main players =are represented by publishers, authors of booiseibooks, teachers, pupils
and students, at which it can be, added the langégawho likes to read and to be documented
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more or less speculated, because comparing tocttidemtal markets, the market
figures aren't permanent centralized and updated.

Looking at the sales evolution, lots of Publishidiguses confirmed the
recorded increasing in the last years as is the cdsPolirom, Corint, ALL,
Nemira, with values between 15 and 50% from theylear sales.

Table 3.4 The sales evolution of the Romanian Publishing Hses

Publishing House (milﬁgriejum) Incr(g/f:smg Market sr]gge (reported
2007 2008* ‘07-'08
Polirom 6,0 7,5 26% >10%
All 3,3 5 50% 7,5%
Corint 54 6,5 20% 10%
Humanitas 4 5 25%
Nemira 3,5 6%
Total market 60 -80 millions euro

*Appraisals communicated by the represergatiublishing Houses

So, it can be observed that the book market iset@onsiderably in the
2007-2008 period, in the same time with the turnevégher with 20%-50% of the
Publishing Houses.

It should be mentioned the fact that nowadays etlage interactive lessons
on a multimedia support and also there are inieeagfames based on general
culture, which are in a strong and open competitigih the classical books and
manuals. The teaching style of professors shouldalsed on a combination of the
traditional methods with the classical ones for aitdr understanding of the
phenomena and the topics that are studied.

For the editors, but also for the general publat tonsists of loyal readers, it is
important to know the forecast supply of bookstanrharket. In this aspect, there will
be analyzed the main indicators within The Yearbobkhe National Institute of
Statistics in Romania, edition 2008, which alsdudes data of the year 2007.

Thus, there will be forecasted the following indara: "total number of titles
concerning printed books and booklets, which edteréhe legal book stock of the
National Library” and “number of copies of printbdoks and booklets”.

3.1.2 Forecasted situation

The supply of books and booklets on the Romaniarkebavill be studied
and forecasted by three methods: average growthaggethe index of dynamic
and the linear trend method.
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|. Table 3.5 The forecast of the total number of printed bookand booklets in Romania

The series of data is adjusted in the most faveradly, by the average index

Years y ¥, by the method
Total
Number of Linear The medium | Average Growth
titles Trend index of dynamic | y =y +AQ
y =y, O,
2002 11571 11794 11571 11571
2003 12864 12528 12278 12370
2004 13288 13262 13028 13169
2005 14115 13997 13825 13968
2006 14373 14731 14669 14767
2007 15566 15465 15566 15566
Medium Index : Average Growth
1,0611 =799
6 =229 c=51,74 c =149
v=1,7% v =0,3% v=1,1%

dynamic, and due to this fact we will forecast ¢leees of data using this method:

Table 3.6 The forecast of the evolution of the total numbeof printed books and
booklets in Romania, 2008 — 2010

Years Books and booklets printed in
Romania

2008 16517

2009 17526

2010 18597
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Fig. 3.2 The evolution of the total number of printed boaksl! booklets in Romania, as a

consequence of the forecast, 2008 - 2010

According to the conceived forecast, the numbeiprarfited

books and booklets, which will enter in the legabk stock of the Nation

books and
booklets will encounter an upward trend, this flaeing perceived as benefic for
the book offer within our country. In 2010 we wikhve approximately 19,000 titles of

al Library

Il. Table 3.7. The forecast of the copies of books in Romania,

for the period 2008 - 2010

Years y ¥, by the method
Number of
copies Linear The medium Average
(thousands) Trend index of Growth
dynamic
2002 11189 9808 11189 11189
2003 8350 9973 11157 11157
2004 9288 10138 11124 11125
2005 11746 10303 11092 11092
2006 9720 10468 11060 11060
2007 11028 10633 11028 11028
Average
Medium Index : | Growth = -
- 0,997 32,2
o =1159 o = 1498 o = 1499
v=11% v =14% v =15%
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The series of data is adjusted in the most faveralaly, by the linear trend
method, and due to this fact we will forecast thees of data using this method:

Table 3.8. The forecast of the books copies in Romania, 2002010

Years Number of books copies in
Romania (thousands)

2008 10798

2009 10963

2010 11128

In what involves the number of books copies, it bamoticed the fact that
the trend, resulted as a consequence of the farésdéavorable taking into account
the potential of the book market in Romania. In®04 number of printed books
and booklets is estimated to reach 11,128 thouseopes as a consequence of the
previous years in which the book market has undergeignificant changes and
oscillations. An indirect factor, which affects thamber of copies, is represented
by the high costs in what involves maintaining mfong shop. Besides the initial
investment, which is extremely costly, typograpteeds constant investments to
maintain its equipment and to purchase more pgnsiapplies. In what involves
the large circulation of books or booklets, ovef Sopies, the most favorable is
the classic pattern, while for a small number gfies, the most profitable option is
the digital pattern (Pahoncia and Rif, 2005).
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Fig. 3.3 The evolution of the number of books copies in Roiaaas a consequence of the
forecast, 2008 - 2010
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3.2 The school textbooks and the university coursesin Romania

As far as the school textbooks and the universityrses were concerned,
in the period 2006-2007, the situation regarding Ilook offer in Romania has
known moments of increase but also of decreashemeriod when the analysis
took place, therefore, at the level of the year20@re were registerdd’4 school
books titles (with 7% less than in 2002) ar®90 university courses titlewith
34% less than in 2002).

The number of copies of school books and universityrses knows a
decrease from one year to another, therefore i7 289 can notice a decrease of
the number of copies of school books to 212 thadsaim comparison with 375
thousands like it was in the year 2002; and aldecaease of the number of copies of
university courses to 293 thousands from 897 thissbke it was in the year 2002.

These low values are determined by the saturateule on the market of
textbooks and university courses. It is essentialntention that the private
universities and colleges in need of teaching nateralternative textbooks and
university courses experienced a "boom” in 2002e Télatively small amounts
registered in 2002 are partially explained by tlwwn®mic recession we are
confronting with, as the financial crisis has a ateg impact on the budgets of
students who are attending private universities.

Another important factor which sits at the basistiee decrease of the
number of copies of school books and universityrees is the poor financial
motivation for their authors. Likewise, the bookdamniversity courses authors
may refuse the reprinting of them if there is &latstudents.
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Fig. 3.4 The evolution of the number of copies of schoolksoand university courses
which were printed

Source: Romania’s statistical yearbook (2008).Thédwal Institute of Statistics
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The analysis of school textbooks according tdehehing language reveals the
fact that most of them are printed in Romanian (7@%wever, the number of school
manuals printed in Romanian decreased by 10%, Trrtitles in 2002 to 131 titles in
2007. The second position is held by the textb@oksged in Hungarian, with 19 ftitles
(11%), while the third position is occupied by tBerman textbooks, with 11 titles in
2007 (6%). This fact is explained by the existesi@significant Hungarian and German
minority population in counties such as Harghitay&na, Mures or Brasov; in some of
the schools in this area, teaching is done saldiungarian or German.

As far as university courses are concerned, tise ajority are printed in
Romanian — 876 titles in 2007, representing 88.48%e total number of courses. The
second position is held by the courses writtenmimded in English — 44 titles in 2007
(4.44%) — as there is a great demand for thisdiorginguage. Many of the specialized
courses and trainings are held in English, theimatibnal companies use the English
language to establish connections with the busemegsonment; the entire technology is
delivered in English (for example the instructiaishow to use various devices and
pieces of equipment), thus supporting the needdarses in English. Many universities
throughout the country have developed special &mglections that demand adequate
teaching materials. The third position is occupigdthe university courses printed in
French, with 17 titles in 2007 (1.72%), as Rom&aisia life-long tradition regarding the
study of French culture and language. The fourtiitipo is held by the courses written
and printed in Hungarian (0.9%), due to the impateof the Hungarian minority.

Following the general tendency, the number obtits and university courses
printed in Romanian has been diminishing by 10%yeyear, while the number of
books printed for academic purposes in other layegids decreasing with an average
annual rhythm of 20%. All these justify the need finding solutions in order to
overcome this period of recession and stimulateringng of textbooks and courses.

School textbooks University courses
6% 2% 5%
11%
76%
88.48
ORomanian OHungarian QGerman @RomanianBHungariand German
BEnglish WFrench DEnglish mFrench  OOthers

Fig. 3.5 The structure of school textbooks and universityrses in 2007
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3.3 The Romanian libraries

At the ending of 2007, in Romania there were 12 ,Bfraries, with 8%
less than the ending of 2002, with about 171,99@dithnd existent volumes (with
1.2% less than in the year 2002), the registeratirs were of about 4,697 thousands
(which means a decrease rhythm of 5% per yearnuaheber of volumes for them
being of 65,795 thousands, with approximately 18%6 ithan in the year 2002.

Noticeable is the downloading evolution of the ségjied readers in libraries in
the period 2003-2005, from 6,373 thousands to 4tB@idsands and the decreasing
tendency which is registered in the year 2007 gk@dmately 6% in comparison
with the year 2006.

This decrease may have emerged thanks to the rablarttevelopment of
the internet, the possibility of seeing and purafgselectronic books, the
screening of many reference novels, the tendengyeople to sit more time at
home for leisure, using more and more the intearet the television set for
entertainment. Studying the library books is nogema trend and is not
fashionable anymore, young people being thrillectkegtronic games, internet for
free expression, and the utilization of video chats
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Fig. 3.6 The evolution of the number of registered readelibraries

4 Conclusions

In conclusion, the book supply on the Romanian efaik growing and
represents a great opportunity for the economiatageho want to develop business
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in this field. The supply must, however, be anallyaed correlated with the book
demand on the market, because the offer must hetetito the reader’s particular
tastes and preferences. The diversity of the bapklg on the market represents a
first point of action, as well as the idea of opgnas many bookstores and libraries
(which are the main points from where you can pasehbooks). There is a large
potential for publishers in order to increase thenher of book copies, within the
next years, and also to edit new books, accordirtbd forecasts made. For this to
happen, the authors must be motivated to write,thedeaders must be educated
to appreciate the value of books.

The increase in the book supply can be explainetidyact that people have
not lost the pleasure and magic of reading. Irug that change is slow, but the
support is sure. Maybe in dozens or hundreds aky#ae book in the classic sense
will still exist. Then, people will read on the cpater’'s monitor, or they will use
e-book (the electronic book) which is much smadad can contain much more
information.
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ANALYSIS OF FOREIGN TOURIST MOVEMENT

— THE REQUIREMENT TO SET UP GLOBAL TOURIST

DEVELOPMENT STRATEGY

MARIA CARMEN IORDACHE !

ABSTRACT. Tourism is a new social and economic phenomenoh rélly
integrated within daily facts after the Second WoWar, more precisely in the
early 60’s. Due to the major changes in the woddnemy, tourism has had a
significant growth, hence its feature given by ntwos authors as a "phenomenon
typical of the modern world” or a "constituent dily life”.

Resorting to the statistics of the World Tourismg&nization, one can
notice that tourism generates almost 10% of wonldsg product, comprises
around 9.4% of all investment efforts, mobilizesoath 13% of population’s
consumption expenses and provides work placesnosdl9.4% of world working
people (1 of 11.9 workers are directly employethmtourist field).

The statistics above show that tourism means aroritaupt factor in the
process of economic growth, and it is essential theeh activity be analyzed
scientifically, objectively, from the perspectivetourist movement indicators.

Keywords:tourist movement, tourist indicatomsrivals, returns, departures

1. Introduction

In international practices (Fridgen, J. 1991)), stetistics used in tourism

express the amount of tourist activities by thrasibindicators:

o

o

o

the number of touristgespectively the total number of people thatwate

on tourist purposes within national borders or idgtshem;

the number of days/tourishown when multiplying the number of tourists
and the duration of stay (number of days) in aisbgiestination;

the amount of tourist consumptieshown in values, seen in consumed or
purchased products’ and services' values duringdesry movements by tourists.

Since the amount of tourist expenses exceeds tbardrof cashing reported

by service providers statistically, WTO in coopematwith the World Travel and
Tourism Council (W.T.T.C) and with the European &imiStatistics Office
(EUROSTART) have set up the system of tourismligatatcount (Ro. C.S.T.).

! Lecturer Dr., « Constantin Brancoveanu » Universitigesti, Faculty of Management Marketing in
Business Affaires Ramnicu Valcea, Romania
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Tourist movements as well as tourist activitiesiallall use significant
money flows rendered by tourists’ personal expenel, economic agents’ returns,
salaries, taxes, fees etc. C.S.T. is bound to alh@wassessment of tourism share in
the world economy in terms of values and concreteedsions which can be
compared internationally (OMT, Madrid, 2001, 2002).

2. Quantification units of tourist movement

The basic instruments of tourist surveys are obiens of tourist phenomena
registered in various places and at various timiesoorist consumption. The
observation units that supply necessary informatibien quantifying the tourist
phenomenon (tourist movement) can be identifielbiémws (lordache C., 2008):

Customs unitswhere they register the movement of domestic aneign
tourists and travellers according to countries thegne from or go to, means of
transport or purpose of journey; all this inforroatiis taken from tourists’
declarations or the customs papers connected tieborossing;

Tourist accomodation unitsvhich monitor both accomodation supplies
(number of accomodation places, types of serviegsasted, data regarding incomes
and personnel, juridical status), and demands (eurbtourists and nights spent
according to origin countries), giving informatidaken from the registration of
people accomodated in those units);

Domestic or foreign travel agenciesn national territory which monitor
the number of tourists, the share of activitiesanized, destinations (inside or outside
the country) where tourist activities take plades incomes raised from additional
actions. The information is taken by centralizirgreation and treatment tickets
(vouchers) or trip registrations;

Inquiries about tourist activitiesvhere tourist families participate; they fill
in questionnaires on tourist activities, and th®ntheir centralization, information is
obtained referring to the share of tourist expemsagobal consumption level, the
preferences for certain types of supplies etc.;

Financial and banking institutionswhich provide information about tourist
demand in general and foreign tourist demand iriqudar: returns, payments,
tourism influence upon payment balance, tourisnmirdaution in GDP etc.

The statistical system seems a vast reservoireandikethe information and
available data referring to tourist activities aoclate systematically, continuously
and reasonably.

3. Types of tourist flows

A tourist flow is rendered by the "number of peotilat move between a
demand section with rules and economically develgpeas, and a supply section
with specially attractive tourist regions (expogtiareas)”.
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Tourist flows can be structurefftom the perspective of geographic
distribution and of the distances between sendingdareceiving areas.Thus,
there are:

> interregional flows— they are tourists’ travels from one continent to
countries on other continents and they mean al@@%t of all tourist movements;

> intraregional flows— they comprise movements within the same continen
or region (80% of all travels).

According to their contents(Gray H.P., 1970)tourist flows may be
classified into two large categories:

> "sunlust” flows — meaning tourism in the sun or due to other natural
conditions (snow, mineral waters) and mainly forraeder the influence of prices
and distances;

> "wonderlust” flows - meaning tourism of knowledge (cultural and relig
tourism, participation in scientific, artistic arspports events) where the decisive
factor is the quality of supply and its differemita from the domestic one.

Mass tourism typical of the 60’s and 70's was ctimdzed by "sunlust”
flows but once the economic and social dynamismsteah it was gradually
removed and people have started practising a naw &b tourism, characterized
by "wonderlust” flows. This breakup is renderedtbiee elements:

> passive tourism is replaced by active tourishich means people seek
to spend their leisure by doing cultural, sportaftsmanship activities etc.;

2 modern tourism pursues a natural, human and soefalironment of
high quality a pleasant atmosphere to live in;

> tourists tend to divide their holidayas they prefer going on trips for
shorter periods of time and more often.

Tourism growth in a new approach is closely reldtethe development of
tourist consumption. This development is charapteriby the transition from
standardized mass tourism (the four S'Sea, Sun, Sand, Sew more diverse
tourism (Lowry, 1993:183). Buhalis (1994:261) preed that the traditional 4S’s
for tourism bu transformed inSpecialisation, Sophistication, Segmentation,
Satisfactiofl. This process starte in the late 1980s and éxigected to dominate
the transformation of tourism demande as wel asgfengineering of the industry
during the next century.

The new form of tourism features the three Lisore, Landscape, Leisure
and emphasizes the search for local traditions,lfaor group entertainment
organized as celebrations, or doing unsophisticatedhateurish sports
(MacCannell, Dean. 1976.). This pattern explains tfevelopment of various
cultural, historical, sports or leisure activities general which would not have
taken place if tourist demands had not occurredIéKdPh., 1998).

Knowing continents, dimensions and tourist flowsieatation is a
significant aspect when assessing tourism, itsingnia international exchanges’
structures as well as for setting up a growth egatn the field.
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4. Analysis of foreign tourist movement

Setting up any national strategy for tourism growatbo aims at knowing
the tourist phenomenon in detail at world level dgdarge tourist regions. In this
respect, WTO is the complete and best source irfi¢e of statistical data and
medium- and long-term predictions.

The main indicators that characterize the evolutbtourist industry are
rendered by the number of arrivals, foreign toaréstd foreign currency returns.

Table 1
Evolution of arrivals and returns in foreign tourism at world level

1950| 1960] 1970 198D 1990 2000 20p4 2005 2p06 2007

Arrivals 253 | 69.3] 165. 287. 4583 6962  763.0 803  846.003.09
(million)
10-year -| 274 239 1.74 1.54 1.5p 1.1+ 1.05f 1.05f 1.07
variation

Variation | 1.00| 2.74| 655 11.3% 1841 2752 30[6 3174 3342357
to 1950

Returns 2.1 6.9 17.9| 102.G 266.p 475(8 623 6[76 133 B56
(billion
dollars)
10-year -| 329| 259 5.70 2.6] 1.7p  1.31* 1.09f* 1.08f% 1%7
variation

Variation | 1.00| 3.29] 852 485[ 1266 22667 29667 341.0 .034P 407.62
to 1950

Source:Tourism highlights2008, UNWT Publications Department *, 2004 — 2000 variation,
** annual variation

One can notice the continuous trend to grow theedsion of the tourist
phenomenon which proves that such activities somelshow phenomena
resistance characterizing the global environmesspectively economic crises,
political troubles, conflicts etc. (table 1).

In the sixth and seventh decades, the tourist phenon was on the rise,
then it slowed down as a consequence of its regdtsariullest.

If the two indicators analyzed above are compawed,can notice the more
pronounced dynamics of returns (349.05% as comparadivals — 33.42%, graph 1).
Such dynamics is the result of currencies’ par#lohging to the main markets of
tourists as compared to the US Dollar and doesshotv the real decrease of
tourist expenses.

It is interesting to know the trends at regionaleleduring 1960-2007
(table 2).
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Comparative evolution of indices related to arrivas and returns in
international tourism
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Table 2
Distribution of international tourist movement per areas and its changes along the years
Year
Area 1950 | 1960|1970 [1980 (1990 |2000 |2004 | 2005 [2006 [2007%
Africa
-arrivals - 11 (15 2.8 3.3 4.1 4.4 46 (4.8 @4¢
-returns 4.2 26 |22 2.6 2.0 2.2 2.9 3.2 [3.3 3.3
Northern and
Southern 24.1 |23.0 |21.6 |20.5 (179 |16.5 | 16.6 [16.1 [15.E
America 50.5 | 35.7 |26.7 |24.6 |26.7 [28.7 [21.9 |215 |21.0 (20
-arrivals
-returns
Asia and the
Pacific 1.3 (3.6 8.2 124 |17.2 |184 | 19.3 |19.8 [20.4
-arrivals 1.7 34 |6.7 9.9 15.7 |184 |19.1 |19.9 [20.8 [22.1
-returns
Europe
-arrivals - 725 |70.5 [65.6 [62.2 [57.4 [54.5 |[54.6 [54.5 [53.€
-returns 42.45] 56.8 |62.1 |59.5 |53.6 (48.7 525 |51.6 [51.1 [50.€
Middle East
-arrivals - 10 (14 (21 |17 |26 |[4.6 48 |49 |B.3
-returns 1.2 15 (2.3 3.4 2.0 2.0 3.4 3.9 [38.7 4.C

Source:Tourism highlights2008, UNWT Publications Department

It can be seen that Europe is the region haviegothgest tourist activity
as it is placed highly specially. It is here thhe tbiggest number of largely
industrialized countries have a very powerful teuwvalue mainly targeted at
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cultural assets of high historical value as welfa®sous tourist resorts. It clearly
outranks the other regions due to the traditionsa inherited along the decades
and it has succeeded in penetrating the main taudaskets by the diversity of its
launched and promoted supplies.

In 1960, Europe used to have a 72.5% market shaaerivals and 56.8%
in returns; after 48 years of evolution, the cosinhas managed to have a 53.6%
market share in arrivals and 50.6% in returns. ddwrease of this region’s market
share is due both to the progress of Asian cowtaed to the economic and
political changes within its frontiers, to Eastewuntries’ collapse as a result of
their transition to market-oriented economy, of tach tourist demand in the
region, of competitiveness decrease in some resppgrsoducts etc.

However, the European continent has had slight rpesgthanks to the
emergence and attractiveness of some tourist d#isiis placed in Central and
Eastern Europe.

Growing foreign returns cannot only be justifigdtbe growing number of
arrivals, stay duration, movement distances, rigieaking by daily expenses/tourist,
but also by inflation, that is the change of natioourrencies’ parity to the US
Dollar and the latter’s devaluation.

Evolution of foreign tourist arrivals by regions
Graph 2
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Source:Tourism highlights2008, UNWT Publications Department

Asian countries have the best figures, that isr@nease in their market
share both in arrivals and returns, by 19% highastern Asia and the Pacific are the
most dynamic tourist areas in the world, where egoa growth has led to 2-3 times
higher levels of tourism than the world averagegbr2). Such accomplishments are
related to the economic growth of these regionsadsmi to the changes in the level
of demand — too much demand in Europe, the searctodirist areas unexplored
yet (exploring tourism), the wish to know new cudts, the need for adventure etc.
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In 2007, more than half of the total internatioaaivals were for pleasure,
recreation and holidays (51%) — accounting for #&Bion (graph 3). Business
trips contributed by around 15% (138 million) an@d%2 were trips for other
reasons, such as visits to friends or parentgjioels reasons/pilgrimages, health
treatments etc. (240 million).

Air transport (47%) and land transport — eittuard (42%), or railway (4%)
— generated almost equal numbers of arrivals, velsesea arrivals reached 7% in
2006. The trend over the last three years has foeeair transport to grow more
than land or sea transport has.

Structure of tourist movement according to reasonand transport way
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The main tourist destinations in the world

Although there are major differences as to the sypletourists attracted,
travel distances and accomodation costs, it isistéresting to notice that 8 out of
10 countries in the WTO classification regardingrist arrivals are also to be
found among the first 10 countries when it comethéoreturns in foreign tourism.

In terms of arrivals, France ranks first, outragki@pain and the USA,
whereas in terms of returns, the same three cegntank first, the USA on top,
Spain the second and France the third (table 3hdtvs the fact that the USA
attract a large number of tourists that practicgegiterm tourism and spend much
more than their European competitors who largefyedd on short-term tourism.

China ranks fourth in terms of arrivals and fifth ferms of returns,
whereas ltaly holds the contrary. The United Kingdand Germany rank sixth,
respectively seventh, both in terms of arrivals eetdrns, and Turkey manages to
rank ninth in terms of arrivals and tenth in terofigeturns. Ucraine and Mexico,
the two countries that end the list of destinationterms of arrivals (ranking eighth
and, respectively, tenth) rank the last on thedlistountries with tourism returns.
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The two remaining places on the list in terms afimes are occupied by
Australia (8th) and Austria (9th).

The ten countries that raised the most money froorigm last year
account for half of the estimated total of 856,06illion dollars regarding the
returns from foreign tourism. Their share of foreigurists’ arrivals was lower,
meaning 46.2%.

Table 3
List of top countries according to the number of foeign arrivals
and returns from foreign tourism
Ranking | Country Foreign Market | Country Returns Market
tourist share (billion $) | share
arrivals (mil.)
2006 | 2007 | 2007 2006| 2006| 2007
1 France 79.1 81.9 | 9.07 | USA 85.7| 96.7| 11.3
2 Spain 58.5 59.2 | 6.56 | Spain 51.1| 57.8| 6.76
3 USA 51.1 56.0 | 6.21 France 42.9| 54.2| 6.34
4 China 49.6 54.7 | 6.06 | ltaly 38.1| 42.7| 4.99
5 Italy 41.1 43.7 | 4.84 | China 33.9| 41.9| 4.90
6 Great 30.7 30.7 | 3.4 Great 33.7( 37.6| 4.40
Britain Britain
7 Germany 23.6 244 1271 | Germany | 32.8| 36.0| 4.21
8 Ucraine - 23.1 | 2.56 | Australia | 17.8] 22.2| 2.60
9 Turkey - 22.2 | 2.46 | Austria 16.7| 18.9] 2.21
10 Mexico 21.4 21.4 | 2.37 | Turkey 16.9( 18.5| 2.17

Source: WTOTourism highlights2008, UNWT Publications Department

As to the expenses for foreign tourism, 46 cousthiave raised more than
one billion dollars, the great industrial economiasking first (table 4).

Germany, the United States, Great Britain and d&aank on top of the list
that varies from 83 billion dollars to 36.7 billiadollars per year. These countries
represent over a third of the total foreign experisetourism.

As regards the expenses per tourist, the Engfiemds the most (1,189
dollars), followed by the Germans (1,008 dollatls, Canadians (754 dollars) and
the French (595 dollars).

Europe is the most visited tourist region in theldiowith the widest range
and highest density of tourist attractions. Althiolits growth is lower than the
world average, the amount of European tourism fgeeted to double in the next
20-25 years, with a net increase (in terms of esgeand benefits) of almost 3%/year.

Europe’s attractions, its natural richness andrditse can be summarized
in the following: "nowhere in the world is it pob# to find in such a small area so
many different cultures, so much history and sugltaae where people of various
cultures and nationalities make up an integratecksgd.
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Table 4
List of top countries according to the expenses fdoreign tourism
RANKING [ COUNTRY Expenses for foreign tourism | MARKET
(billion $) SHARE
2006 2007
1 Germany 74.8 82.9 9.69
2 The United States 72.1 76.2 8.91
3 Great Britain 63.1 72.3 8.45
4 France 32.2 36.7 4.29
5 China 24.3 29.8 3.49
6 Italy 23.1 27.3 3.19
7 Japan 26.9 26.5 3.10
8 Canada 20.5 24.8 2.90
9 The Russian 18.8 22.3 2.61
Federation
10 Korea 18.2 20.9 2.45
Source:Tourism highlights2008, UNWT Publications Department
Table 5
The most attractive entertainment and cultural pla@s in Europe
Place Country Visitors Place [ Country Visitors
(million) (million)
1999 2000 1999 2000
Disneyland France 12 12. Eiffel | France 5.9 6.3
Tower
Blackpool Pleasure | Great 7 6.8 | Louvre France 5. 6
Beach Britain
Tivoli Denmark | 4,2 3.2 British | Great 5.7 5.4
Liseberg Museum | Britain
Efteling Sweden 3,2 3.2 Nationa| Great 4.7 5
Gallery Britain

Source:FW International 2001

Tourist movement in Europe is rendered by an arai@’activeness which
influences tourist arrivals (European export) angtdpean tourists’ departures
from one country to another in Europe or from E@rdp other regions. Thus,
approximately 85% of the travels in Europe stilppan in European countries, the
major flows being "sunlust”, oriented towards Naattd South, and "wonderlust” and
"sunlust” oriented towards West and East (tableO8je cannot skip the trips among
neighbouring countries, irrespective of their gosis or economic growth levels.
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Table 6
Origin of tourist flows
1980 1990 2000 2007
Intraregional* 78% 84% 84% 85%
Interregional** 12% 16% 16% 15%

Sourcedata processed according to WTO statistics - Taufdarket Trends Europe, 2007
* movements of European citizens within Europe; 8traments of non-European citizens
within Europe

Europe attracts over half of the tourist flows stgied at international
level, being the leader on the tourist market af/é&a share is decreasing (table 7).

Table 7
Evolution of arrivals and returns from foreign tourism in Europe

1990 1995 20000 2001 200k 2006 20p7
Arrivals (million) 284.5 335.6 403.3 406.8 440|3 462.2 484.4
Annual variation 6.2 2.3 6.1 0.9 1.1 1.05 1.0%
Share in world total 62.1 59.2 59.2 58.7 54.4 54.b 536
Returns (billion $) 144.6 209.5 2443 253,56 348(8 376.9 43B.4
Annual variation 27.8 17.2 4.8 3.8 1.2 1.08 1.1p
Share in world total 53.6 51.5 51.3 49.7 51.4 51.1L 506

Source:Tourism highlights2008, UNWT, Publications Department

The decrease of Europe’s market share on the woddst market is
caused by the increase in tourist flows towardsAslestinations, the collapse of
Asian countries, the declining competitivenesseanfiges provided and also by the
too high tourist demand for this region.

The EU keeps ranking first in world tourism aseaeiver and sender of
foreign tourist flows.

The new monetary unit — the Euro — is not only lsgropayment instrument
but also a mechanism of European identity, an efngentributing in placing
"Destination: Europe” within world tourism.In addition removing the costs for
foreign currency conversion, banking commissiond ather international financial
impediments certainly stimulates people’s, goodsl aapital’'s movement within
the EU, thus also serving as an incentive for ssagrowth.

Since prices are easier to compare in a singleecoyr the Euro leads to
more competitive travels on tourist markets, wilivious effects upon the prices
and quality of tourist services. As to foreign nmetgk the Euro makes Europe a
more convenient destination and enhances its soEndumbrella” for promotion
and marketing activities, keeping the trends cfe¢hareas’ tourists to come especially
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to Europe and not necessarily to a particular egubue to the fact that not all the EU
member states are members of the Euro Zone whight miieate misunderstandings,
the tourist sector should particularly insist ugomlaining the existing differences.

5. Predictions of international tourism

The tourist world in the year 2020 will be charaized by the use of better
performing equipment and technological endowmerd paople will be more
familiar with informational improvement, many tairiservices will be automatized,
new tourist destinations will be launched which aogvadays considered difficult
to access, the need for knowledge, adventure amdltwill rise.

Thus, in the year 2020, 1.6 billion tourist arrsvah the world are expected,
those tourists will spend an average amount of@tilion USD.

Taking account of the global demographic increaskthe future economic
performances, the share of tourists’ number williadravel across the borders of
their native countries as compared to the totalfaijmn has been estimated: world
level - 7%, Europe - 14%, Eastern Asia/The Paeifi©®%, Northern and Southern
America - 8%, Africa 5%, Southern Asia - 1%.

It is estimated that domestic tourism in most caoastwill have relatively
constant levels within the next 25 years, with tilemd for industrialized countries
to have a limited budget for mass tourism and ab@grtain proportion between
total population and those who directly participatéourist demand set-up.

The most significant increase in domestic tourisith lve in the countries
in Asia, Latin America, Orient, Africa where the qoation-tourist ratio will be
10:1 up to 10:3 or 4:1 (table 8).

Table 8
Predictions for 20208
Main countries of departure Main tourist destinations
Mark Mark
Total world .
Ran et Arrivals et
Kin Country dep_a(tures h Country il h
g share (million) share
(million) % %
1 | Germany 163.3 10.2 | Republic of 137.1 8.6
China
2 | Japan 141.5 8.8 | USA 102.4 6.4
3 USA 123.3 7.7 France 93.3 5.8
4 | Republic of 100 6.2 | Spain 71 4.4
China
5 | Great Britain 96.1 6 Hong-Kong 59.3 3.7
6 | France 37.6 2.3 Italy 52.9 3.3
7 Netherlands 35.4 2.2 Great Britain 52.8 3.3
8 | Canada 31.3 2 Mexico 48.9 3.1
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9 Russian 30.5 1.9 Russian 47.1 2.9
Federation Federation
10 | ltaly 29.7 1.9 | Czech 44 2.7
Republic
Total (1-10) 788.9 49.2 | Total (1-10) 708.8 44.2
World total 2,000 100 | World total 1,602 100

Source WTO statistics

Nevertheless, in large tourist regions, the trende number of tourists
who will travel outside the borders of their nativeuntries are much different
(table 9.).

Table 9
Predictions of tourist arrivals by regions betweerl995 and 2020
Ranking. Tourist arrivals (million)
1995 2000 2010 2020
1 Europe 335 390 527 717
2 Eastern Asia/The 80 116 231 438
Pacific
3 Northern and 111 134 195 284
Southern America
4 Africa 20 27 46 75
5 Orient 14 19 37 69
6 Southern Asia 4 6 11 19

Source WTO statistics

At regional level, the European continent will rema highly attractive
tourist area and will grow during 1995-2020 by aerage 3.1% per year, yet it
will have a slight decrease on the tourist mark@infa share of about 59% down to
45%. On the contrary, Eastern Asia/The Pacific Wdlve a high growth rate of
around 7%l/year, whereas tourism in the two Ameraamtinents will be relatively
constant at only 3.8% and will have a share ortdahast market from 27% down
to 18%. In the other tourist regions, the yearlgvgh rate will be low, between 5
and 1% in Africa, Orient and Southern Asia.

The data provided by tourism foreteller Yeoman feom New Zealand
show that tourism will have much progress durin@@®@030, as the much better
political, social and economic changes will lead daa increase in world
population’s options to travel (table 10).
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Table 10
Evolution of tourist movement in 2030
Region Arrivals % | Returns % |Countrie§ Arri  |Countries | Returns
vals %
%
Europe 41.1 39 China | 8.8 [USA 11.1
Asia/Pacific 28.8 28.2 USA 6.2 |China 5.7
N and S 16.3 20.5 France | 5.4 |Spain 5.3
America
Middle East 8.4 7.4 Turkey | 4.8 |France 4.6
Africa 5.4 7.9 Spain [ 4.5 |Turkey 3.9
Total 1,897 2,016.2 Malaesia| 3.7 |Great 3.8
million of billion USD Britain
tourists

Source: Yeoman, lanTomorrow’s Tourist: Scenarios & Trendslsevier, 2008

6. Conclusions

The tourist boom has also been generated by thediegical aggression and
psychological pressures upon people caused bytiradized societies since tourism
has been considered the most pleasant and usefubvggend one’s leisure.

Tourism has become a strength of social life waeEnturies ago it was a
subproduct added to travelling reasons: scierdiicoveries, pilgrimages, military
conquests etc.

An increasing number of developed and underdeeelaguntries have
discovered the opportunities and prospects of soyrbecoming aware of them as
additional resources in the balance of foreign arges and in the creation of an
image at world level.

REFERENCES

Buhalis, D., 1994]nformation and Telecommunications Technologies &trategic tool
for small and medium tourism enterprises in thet@mporary business environment
in Seaton, A., et al (Eds)pourism-The State of the Art: The Strathclyde Swmpo
Wiley and Sons, England, ISBN 0471950920, pp.258-27

Fridgen, J. (1991)Dimensions of tourismEast Lansing, MIl: American Hotel and Motel
Association Educational Institute.

Gray H.P. (1970)|nternational Travel- International Tradetleath Lexington Books,
Lexington Massachusetts

lordache C. M. (2008Y),ourism Economyindependenta EconoraiPublishing House, Pit
121



MARIA CARMEN IORDACHE

lordache C.M. (2004)Prospects of the Romanian Tourism in World Touri3ymamics
Doctorate Paper, ASE, Bucarest

Kotler, Ph. (1998)Marketing for Hospitality and TourispfPrentice Hall

Lowry, Linda L., 1993Sun, Sand, Sea & Sex; A Look at Tourism AdvertiBhrgugh the
Decoding and Interpretation of Four Typical TourighdvertisementsSociety of
Travel and Tourism Educatiors Annual Conferencearivlj Florida. Proceedings
of Research and Academic Papers Volume V: 183-204

MacCannell, DearnThe Tourist: A New Theory of the Leisure Cla$sw York: Schocken
Books, 1976.

Yeoman, lan. (2008)fomorrow’s Tourist: Scenarios & Trendslsevier
www.world-tourism.org -Compendium for tourism statistics

FW International 2001

Tourism highlights2008, UNWT Publications Department

WTO statistics - Tourism Market Trends Europe, 2007

The tourism satellite account as an ongoing prageast, present and future developements
WTO Madrid, Spain, 2002

L'impact economique du tourisme — Un compte s&teldu tourisme pour savoir
I'essentie] OMT, Madrid, 2001

122



STUDIA UNIVERSITATIS BABES-BOLYAI, NEGOTIA, LV, 2, 2010

ENVIRONMENTAL PROTECTION
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ABSTRACT. Nature protection and conservation are fundamesitahents of
environmental protection as this is an importamt phthe human existence; it is a
vital component of the present and future harmanicgbcio economic
development. The ecosystems and the organismsthiékenarine and atmospheric
terrestrial resources used by humankind, must b@rastrated in such a way that
their optimum and continuous productivity may beured and maintained. It is
necessary to take rigorous measures against thestiad pollution, in order to
prevent water and air pollution, protect the fosedakes, mountains, and the
places considered nature conservations. It is &emat honor for people today to
do everything they can to assure an environmeimirédole to health protection, for
the unspoiled preservation of nature’s beautiesptwsign to the future generations
all the gifts with which nature endowed the Bluarisit.

Keywords: natural environment, environment protection, camation

The transformation of the natural environment hexsome more and more
intense over time, and in certain regions, excawatites, industrial centers, in or
nearby big cities, the environment is radicallyhgfmrmed. This is the reason why
a category of social relationships for environmeptatection, conservation and
development has emerged and has continued to gevelo

Man consumes large quantities of raw materials le&ing to the whole
present and future human race.

The technical-scientific revolution that is takipiace at a more or less
accelerated rate, in all the countries, both thesengly industrialized and in
developing countries, the growing number of the lvguopulation highlight the
need to increase industrial and food productions Ticrease must be conducted
under the circumstances of maximum environmentdbfa protection.

Scientists all over the world have talked aboutriheural imbalance that
could follow if immediate, concrete, dynamic anflodnt measures are not taken
in order to avoid environmental degradation. Ttegeemore and more national and
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international organizations which firmly sustaimuoon efforts and regulations in
this respect both globally, regionally or natiogall

The majority of state Governments has taken intosickeration the
observations made by scientists (biologists, etifgggeographers, agriculturalists,
medical doctors etc.) and approved of studies agdlations which through their
implementation would avoid any environmental imbaks. International
organizations under the aegis of the United Natdrganization were created. Thus,
in the 27" session of the UN General Assembly at the en®®®,1the Council of the
UN Environmental Program was created. This Coutmihprises 58 states, among
which there is also Romania. The UN program inatalfation with other UN
organisms focuses on the possibility to protecirenmental factors. Many national
and international conferences and congresses le@vedrganized. Plans and projects
have been drawn up in order to achieve non-poliuiadustrialization. In some
countries there were regulations developed andghtointo force which were
differentially implemented according to the digsithat were more intensely polluted.

A legal framework regarding environmental protettizvas created.
Environmental protection in Romania has a relagiviging history as it was
developed in accordance with the international eamson the matter.

Regulations regarding forest usage were a firg &ievard in respect to
environmental protection (the first official regtitan in Transylvania dates back to
1781.Forest Order for Bucovinassued in 1786 is the first Romanian forest code
(M. Dwu, 1996).

From the perspective of law there is a series adliional regulations
regarding certain natural factors (forests, watemt, fishing etc) or pollution
(public hygiene rules, noise etc), but these arepmoper legal regulations for
environmental protection. Thus, in 1872, the finghting law is brought into force,
in 1874 the sanitary service law is adopted, artB®6 the Fishing law etc.

In 1919 the National Council in Sibiu introduceg fiollowing paragraph
in article 2 of the Rural Law: All the areas thaé &f scientific interest will be
expropriated altogether for scientific researchisTib considered to be the first
Romanian legislative measure taken in order togotahe environment.

July 7" 1930 is the start of a new stage in the procesRarhanian
environmental protection as the first law for thetpction of nature monuments
passed. As a result of this law, which had a tet&ntific research characteristic,
series of studies, notes and papers were published,establishing the base for
valuable sites to be protected by law as natureuments (36 natural reservations
with a total area of 15,000 ha, 15 plant speciekhanimal species among with
the National Park Retezet in 1938)ghan, Ardelean, Georgesci93).

The social-political and economic transformationkBich took place in
Romania after the December 1989 revolution brongit dimensions to the approach
and settlement of the environmental protection,seovation and development
issue. The Ministry of Environment was establisiredpril 12" 1991 based on the
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Government Decision no 264. It became the stateatenithority which organized the
institutional framework, developed, directed angbrioved the national environment
protection activity. In each district Agencies fenvironmental supervision and
protection were created.

The 1991 Constitution (R) stated in article 35,agaaph 1 the state’s
obligation to recognize the right of each individtm a healthy and ecologically
balanced environment, and in article 44 paragrajitwas stated that the property
right implies the adherence to environmental prtateauties.

In 1995, according to a mediation procedure, bahidnent Chambers
reinforced the Environmental Protection Law no 1996 (republished in 2000),
repealed by article 105 of the GUO no 195/2005rdig@ environmental protection
(the stipulations of GUO no 195/2005 were brougtat force by Law no 265/2006).

Also, the new Forest Code (Law no 46/2008) and Whatev (Law no
107/1996) were adopted.

Environmental protection has also triggered certdianges in respect to
social regulations. The protection of patrimony avatural balances cannot be
regarded as a simple conservation policy in a pimistage and preservation
against degradation.

Environmental protection aims to maintain the egickal balance by avoiding
pollution in order to conserve and improve the tyalf natural factors, the natural
values of the country, assuring better life andkivay conditions for present and
future generations. This balanced is mainly readhedn optimal usage of natural
resources in the circumstance of maximum efficiemgsh strict abidance by
accordance and sustainability of the territoriateyn in question. As an example:
fossil fuel combustion eliminates at present appnaxely 6 billion tones of carbon
into the air annually, which add up to the 170idmlltones that accumulated since
the Industrial Revolution, which participate tmlghl warming, desertification in
the temperate region, melting glaciers, and theitalele flooding. In order for the
global climate to become again balanced in theviatlg centuries, carbon emissions
must be reduced to a level at which oceans andtfocan absorb it, 1-2 billion tones
annually, approximately 20% of the current emissi@vel L. Brown 1996).

The difficulties related to carbon emissions’ retitut are not technical or
economical, but political, generated by presswmfindustries dependent on fossil
fuel usage.

Uncontrolled usage of pesticides and artificiatifieers represents another
threat to the natural environment. This lead tbawil ground water contamination,
intoxication of the microorganisms that maintaie thumus and soil oxidoreduction
processes.

Hence, a major part in the protection and conservatf the environment is
played by civil or administrative prevention measurFrom a procedural point of
view, the ascertainment and investigation of irfoms regarding the environmental
protection regime is made ex officio by the penaispit authorities, according to
the legal attributions.
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The priorities of environmental protection are: nement of ecologic
management, public awareness and special traimingh& civil servants in this
field. The environment of tomorrow depends on tbioas we take today. At the
European level the community must make use in ciesft manner of its moral,
economic and political authority in order to intépghe international efforts for
settling the global issues and encouraging sudidgilyaAmong the measures to be
taken for environmental protection there ateveloping a non-polluting industry,
adapting the current industries to an efficientdeof fuel consumption; exhaust
fumes retention; another structure and fuel forsblengines; usage of bio detergents;
soil protection by controlling the usage of artificfertilizers only for completed to
organic fertilizers; avoiding unabolishable pesties etc

Nature protection and conservation are fundameigatents of environment
protection as this is an important part of the humsdstence; it is a vital component of
the present and future harmonious socio economieldement. The ecosystems
and the organisms, like the marine and atmospheriestrial resources used by
man, must be administrated in such a way that tbpirmum and continuous
productivity may be assured and maintained. It égessary to take rigorous
measures against the industrial noxiousness, ieram prevent water and air
pollution, protect the forests, lakes, mountaing] ¢he places considered nature
conservations. It is a matter of honor for peoplialy to do everything they can to
assure an environment favorable to health protectifor the unspoiled
preservation of nature’s beauties, to consign &ftiiure generations all the gifts
with which nature endowed the Blue Planet.
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