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STUDIA UNIVERSITATIS BABES-BOLYAI, NEGOTIA, LI, 2, 2006

AN ENVIRONMENTAL PROTECTION AT THE ENTERPRISE LEVEL

MARCELA KOZENA 1!

ABSTRACT. An environmental protection is one of the globahlgoof mankind
nowadays. An sustainable development strategyénadirection of an evolution that
has to be used especially at a level in witch robtte environmental weight arise — in
the companies. There was used a method of markatidit for an evaluation of the
company’s approach to an environmental protectianitientifies a level of strategy of
sustainable development application in internal exgrnal company environment.
This method was verified on the complex of Czeadseh companies.

Key words: sustainable development, strategy, key factorsrificegtion,
entrepreneurial environment.

1. Introduction

A problem of progressive exhaustion of unrecoveratdtural resources,
deficiency of energy, degradation of biosphere @sd destruction of an environment
belong among present global problems. The causeswfonmental degradation
were some unmanaged results of the scientificegithical revolution and economical
growth whose results were above all mass produdidatifferent wastes [1]. New
mode of development that offers a solution of tisation is a sustainable development
that considering ecological tolerability of planreatt realized activities.

2. A sustainable development

A sustainable development doesn't mean the stoppiageonomical growth
because a problem of poverty and retardation ispassible to solve without
economical growth. In fact it requires less depewdeon unrecoverable sources
and more intensive utilise of energy. In the beiggnan English term “a sustainable
development” was translated to Czech language ‘ldantinually sustainable
development”. In last years in view of the factttitas not possible to assume the
evolution of the society and because of a feao@fdogmatic ideas it is used rather
shorter version “a sustainable development”. A tédavelopment” in Czech
language is expressed by two expressions [2]:

1 Ing. PhD, Faculty of Economics and Administratidimiversity of Pardubice, Czech Republic,
marcela.kozena@upce.cz
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< An evolution, evolutional stage; it expresses datlie dimension of
the notion.

* A growth, growing season; it presents rather qtetnte sign for
examination of the environment.

A sustainable development represents complicatettegt that shows
mutually influenced areas and factors of evolutimd progress — environment,
social development and economical progress. Wéthdimension of environment it is
necessary to protect above all natural resourcexbtaining an energy and foodstuff's
production that are evidently conflicting goals dese omission of their protection
nowadays should mean dramatic lack in future. lcisdalevelopment division a
strategy of sustainable development requires aligation of population because
present rate of population growth lays significal@im for natural resources and
for the possibilities of individual economic syswnirrom this point of view, a
sustainable development means to prefer a develdpofea country, restrict a
migration to the towns and develop new technologied should minimize an
influence of urbanization on environment. Also emoit dimension of sustainable
development is very important. There exist grefi¢r@inces among living conditions
of individual countries in a world measure. AboWle especially developed countries
have special responsibility for an implementatidnaosustainable development
strategy because these countries have availaldadial means and human and
technical resources that are necessary for itzadi@n.

A concept of sustainable development creates alsspace for entrepreneurial
sphere. State legal provisions regulate compatielsaviour with an aim to stop
next degradation of environment. These provisidae determine specific scope
within the companies must operate if they want tosper in long term. On the
other hand, a strategy of sustainable developnieates very important opportunity
for an entrepreneurial sphere [3]. Thank to thipasjunity, the companies can
raise their competitiveness so they will comprehendronment like one of their
strategic goal and its principles entrench to atporate” activities [6].

3. An application of a sustainable development stratggon a company level

3.1. A methodology for identification of a sustainable dvelopment
application in a company

An application of environment protection instrunseaihd their successfulness
depends on the fact if a sustainable developmeatiegly was implemented to all
companies” activities. It also means that thisiapfibn must be respected already
at reconstruction of a company strategy and itgeption to the companies” goals.
A dimension of external and internal company sunding is very important for a
selection of a optimal variation. Company managdmséould know the strategic
intensions of the competitors and the managemeotldhbe informed about
requirements of the present and potential custoarsa management also should
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implement them to its strategic conceptions. Inink@owledge of a macro surrounding
enable management to react timely on the statsléiyie requirements, respect
demographic and social influences in its conceptianmd it is not possible to omit the
tendencies and signals from the world marketsThgse are the reasons why the
marketing audit method was chosen for the findih@ sustainable development
application on a company level. This marketing awndethod verifies in which
scope and quality the companies secure the envaonprotection in relation to
their internal and external surroundings aroundithe

Solution procedure [4]:

1. Determination of the key factors for applicatiosessment.

2. Evaluation of these factors by the mathematic neithdixing of the
weight, relative frequencies, equations).

3. Verification of the methodology in the complex efected companies.

4. Results of the research, evaluation.

3.1.1. A determination of the key factors for assessment @ sustainable
development application

As | already stated, the key factors were deterchingwo or three levels:
on a level of internal company environment, on eelleof external company
environment that is further divided into micro anecro environment.

Table no. 1
Strategic areas and key factors of an environmentrptection in a company

Monitored areas Key factors Variable

strategic conception of the compal
management and owners, market
Internal environment |research and development, fina X1, X2, X3, X4, X5, X6
human resources and the level
business management

External markes, distributions, supplier

microenvironment |customers, competitors, public Y1,Y2,Y3,Y4,Y5, Y6

External policy and legislation, world econon 71 72 73
macro environment [demography and lifestyle e
Total X+Y+2Z

The answers of the specialists from selected corepanere used for
evaluation of these factors in a questionnairetlike

- answer a) 2 points,

- answer b) 1 point,

- answer c) 0 point.
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3.1.2. Evaluation of these factors by the mathematimethods
The relative frequencies were calculated and weigldre fixed to respect
the influences of individual factors.

Table no. 2
A determination of the relative frequencies and wejhts
fa}f:(tegrs Maximal ReIaFive zlvllﬂgr?wtge(:/\(l))f o x 2
(X, Y. 2) score (MS) | frequencies (RF) factors) / RF X,Y,Z=W*RNP

X1 6 0,1302 1,2803
X2 8 0,1736 0,9603
X3 12 0,2604 0,6402
X4 8 0,1736 0,9603
X5 8 0,1736 0,9603
X6 4 0,0868 1,9205

Total 46 1 X=
Y1l 4 0,20 0,8335
Y2 2 0,10 1,6667
Y3 2 0,10 1,6667
Y4 6 0,30 0,5557
Y5 4 0,20 0,8333
Y6 2 0,10 1,6667

Total 20 1 Y =
Z1 6 0,3750 0,8888
Z2 6 0,3750 0,8888
Z3 4 0,2500 1,3332

Total 16 1 Z=

The companies were divided into four groups acogydo the results from
written interviewings and also from the quantifioatof individual answers. The
level of the sustainable development applicatioth@xcompanies will be evaluated
in these four groups.

Table no. 3

Percentage intervals for evaluation of a sustainabldevelopment on a company level

A level of a sustainable
development

X Y Y Sum application in a company

Aboveaverage state from
<46,00 -| <20,00-| <16,00-| <82,00- [point of view of a sustainal

Percentage Point extent of the intervals
0. Int. extent

1. 100 -75 34,5> 15,00> | 12,00> 61,50> |development application
Good state, an assunimt
2. |74-50 <3449 -| <14,99-] <1,99- <61,49 - of improvement

23,00> | 10,00> 8,00> 41,00>

2 RNP - real number of points in selected companies
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Below-average state,
3 49 - 25 <22,99-| <9,99- | <7,99- <40,99 - |assumption of radicq
’ 11,50> 5,00> 4,00> 20,50> |provisions
<11.49 - B_ad state from a pqint
4. |24-0 0'> <4,99- 0>/<3,99 - 03 <20,49 - 0> |view of a sustainab
development application

Note: The intervals were stated for an evaluation siigtainable development
in internal company environment, in external mianal macro company environment.
The companies were classified to the intervalsrdoug a point evaluation.

3.1.3. Evaluation of sustainable development stragg in chosen
Czech companies

An evaluation of sustainable development applinatibindividual companies
is in following tables and charts:

Table no. 4

An evaluation of sustainable development applicatioof the companies from the point
of view of internal factors

Variable X Number of companies % of selected
Above-average conditiondrom the poin 7 41
of view of sustainable developmer
application
Good conditions there are presumptio 5 29

for improvement

Below-average conditions it require 2 12
radical provisions to improvement

Bad conditions, an sustainabl 3 18
development application is not used

Total 17 100

From a table no.4 you can see that 41 % of the aaoimp show above-
average conditions and 29 % of them show good tiondifrom the point of view
of sustainable development application. This readitvery favourable and it shows
that entrepreneurial subjects are interested inr@mwental protection and that
they start with its realization firstly in internedmpany environment.
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An evaluation of sustainable development application
fromthe point of view of internal factors

18%

@ Above-average conditions

12% -
B Good conditions

[ Below-average conditions

O Bad conditions

29%

Chart no. 1. An evaluation of sustainable development applicatibthe companies from
the point of view of internal factors

Table no. 5

An evaluation of sustainable development applicatiofrom the point of view
of company microenvironment

Variable Y Number of companies % of selected
Above-average conditiondrom the poin 3 18
of view of sustainable developm
application
Good conditions there are presumptio 7 41

for improvement

Below-average conditions it require 2 12
radical provisions to improvement

Bad conditions, an  sustainabl 5 29
development application is not used

Total 17 100

The situation from the point of view of company gamment is altogether
positive even if 41 % of the companies show “onfigod conditions with the
presumptions for improvement and 18 % show aboeea@e conditions.
Unfortunately, there is relatively high percentagfecompanies that show bad
conditions. The reason can be insufficient commatioo among companies and
their customers, suppliers and competitors.
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18%

An evaluation of sustainable development application from
the point of view of company microenvironment

@ Abowve-aerage conditions
W Good conditions
[0 Below-average conditions
[0 Bad conditions

Chart no. 2. An evaluation of sustainable development applicatiom the point of view
of company microenvironment

Table no. 6

An evaluation of sustainable development applicatiofrom the point of view of
company macro environment

Variable Z Number of companies % of selected
Above-averageconditions from the poi 8 47
of view of sustainable developm¢
application
Good conditions there are presumptio 5 29
for improvement
Below-average conditions it requires 3 18
radical provisions to improvement
Bad conditions, an sustainabl 1 6
development application is not used
Total 17 100

Table no. 6 shows an evaluation of companies fioenpoint of view of
company environment. This chart states that 76 Yae@tompanies show good till
above-average conditions from the point of view soistainable development
application. The reasons probably are that the emmeg follow and utilize current
norms and provisions in their company managemarmnEompanies realize some

voluntary activities to environment protection.
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An evaluation of sustainable development application
from the point of view of company macroenvironment

6%

O Above-average conditions
Bl Good conditions

O Below-average conditions
O Bad conditions

479

Chart no. 3. An evaluation of sustainable development applicatiom the point of view
of company macro environment

Table no. 7

Total evaluation of sustainable development applideon from the point of view of
company microenvironment and company macro environrant

Total environmental competitiveness | Number of compaas % of selected

Above-average conditiondrom the poin 5 29
of view of environmental competitiveness

Good conditions there are presumptio 6 35
for improvement

Below-average conditions it require 3 18
radical provisions to improvement

Bad conditions a company is n 3 18
environmentally competitiveness

Total 17 100
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Total evaluation of sustainable development
application in the companies

O Above-average conditions

18%

B Good conditions

OBelow-average conditions
18%

OBad conditions
35%

Chart no. 4. Total evaluation of sustainable development apfitinan selected companies

A sustainable development application is also eatallipositively. Most of
them (35 %) reach good conditions that have theypnptions for improvement.
Even 29 % reach above-average conditions that riedrthe companies respect
current legislative instruments in the environmanmatection division and also them
in advance implement their own initiatives in eovimental protection. The
companies do that by their strategic conceptions.

4.Conclusion

The aim of this article was to propose an methagiolbhat could be used
for evaluation of a strategy of sustainable develept application on a company
level. A method of marketing audit that is focusad evaluation of company
strategy in relation with environmental protectiom a company level was chose
especially for these reasons:

e This method is complex and also it is focused aerival company
environment, external microenvironment and extenmatro environment.

» This method follows present conditions and forebasire development.

* Individual strategic spheres are connected.

» The key factors of evaluation are quantifiable.

» This method is applicable in the condition of Czexhustry environment.

A verification of this methodology documents a picad technique at a
sustainable development application on a comparel. IErom a research (executed
within an verification) follows that the companiegich the most participate in
environmental pollution try to rectify this realitfhese companies utilize the
provisions that prevent and at least eliminate awirenmental pollution. An

11
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evaluation of sustainable development applicatiothé companies was performed
in co-operation with executives of marketing analegical divisions of the
companies that participated on fulfilment of theesfionnaires about evaluation of
companies” attitude to the environmental protectiympanies” interests in results
of research show positive management approachetowdluntary environmental
activities. The aim of these activities is to prevenvironmental damages.

12
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PERCEPTION OF ATTITUDES OF GENERAL PUBLIC AND
COMMUNICATION WITH MUNICIPALITIES

SARKA BRYCHTOVA !, JOSEF DUPLINSKY?

ABSTRACT. The knowledge of citizens’ attitudes, needs andrasts seems to
be a baseline of research analyses of public apiai@ communication in public
administration. Correct conclusions derived frontrsuesearch can become a
starting point for successful communication of itigions with communities. The
article focuses on an empirical study of publicngpi relating to the work of public
administration, and of typical negative phenomenacémmunication of their
representatives with the general public.

Key words: communication in public administration, social gtatsocial interaction,
communication of an institution, general public

Introduction

The dynamics of current social changes and reqeingsn for their
consistent performance also significantly concémm quality of activities carried
out by public administration staff. In the conteftthe ongoing territorial and
administration reform it probably applies with mudigher intensity than in
previous years. With respect to the above menti@maghasis is placed on the
significance of various aspects of their activjtisd political, ideological, economic,
legal and other aspects and criteria are beingheléfiSocial and psychological
contexts of behaviour and activities of public adistration staff and their
potential impact on the perception of administmtinstitutions by the general
public are believed to play a major role.

Public attitudes, social status and a role of puldiadministration staff

In general, the description and determination glineements for activities
of public administration staff can be approacheamfrthe psychological view in
several ways: with respect to various conceptueai$ewe consider studying of the
social role and social attitudes and the resulpiotential negative behaviour and
conduct when communicating with public to be of anamportance.

1 RNDr., Ph.D., Institute of Public Administration danLaw, Faculty of Economics and
Administration, University of Pardubice, Czech Rejmdarka.brychtova@upce.cz

2 PhDr., CSc., Institute of Public Administration dreiv, Faculty of Economics and Administration,
University of Pardubice, Czech Republic
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o In relation to a questionnaire survey of randongdiected visitors of a
public administration body in a large district towre have detected the following
desirable characteristics when asking a questioeerning characteristics of public
administration staff which have a positive impacfufilment of their role:

- Universal education and a high standard of prodessiskills;

- Positive characteristics such as responsibilitypsisiency, friendly,
open behaviour respecting the attending parties;

- Flexibility, adaptability, creativity;

- Calmness, patience, emotional composure, detagipedach;

- Good communication abilities and skills.

The survey also included questions concerning negathenomena in
behaviour of administrative staff, which the respemis experienced when dealing
with authorities. Free responses that were obtatcsd be (regardless of their
frequency) categorised as follows:

- Superiority, arrogance, egoism, conceit;

- Lack of interest in work, little enthusiasm, resgjon;

- Insufficient expertise;

- Injustice, lack of tact and empathy;

- Inflexibility, conservatism;

- Emotional instability;

- Insufficient preparedness and concentration dusorgmunication;

- Insufficient communication skills, inability to pvede
comprehensible explanation.

An essential finding of the survey is representgdtiie fact that the
respondents have indicated positive qualities aseththat are ideal — i.e. they do
not correspond to their direct personal experi@ucdrary to negative characteristics
which have been, allegedly, a result of their elgmee of dealing with authorities.
Results of this random and certainly not repredimetaurvey are not surprising
and correspond to the prevailing public opinionaghosphere in institutions of
state and municipal administration. Explanationgha$ situation tend to differ,
however the following reasons are mentioned masnof

- Disappearing effects of the previous totalitaridmanistration;

- Officials are overworked:;

- Plausible and imperfect organisation of public adstiation;

- Poor level of control and sanctions;

- Poor work with information;

- Imperfect information system.

The negatively perceived behaviour of public adstmation staff can be
probably explained from a sociopsychological pettipe [1] by key terms of
political psychology such as social influence aadrses of power that are related
to the status of state administration staff:

14
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- Legitimate power: it is related to authority given laws, regulations
and decrees;

- Social relations: contacts, support from colleagues friends;

- Expertise: competence and experience, irrepladgabil

- Resource management: information, finance.

Expert studies carried out in various countriesingefbasic legislative,
sociological and psychological determinants, whidve a negative impact on
public administration performance:

- Inaccurate definition of legislative standards ands for performance of
administrative functions;

- Inconsistent system of inspections and control eésuares arising from
such inspections;

- Incompleteness and imperfection of legislative sans;

- Absence of a law on and rules for performance diesiwf a public
official, absence of moral code;

- Poor organisation and ineffectiveness of adminiggactivities;

- Clientelism, protection and nepotism;

- Poor standard of civic society, priority of matkvialues regardless of the
methods of their achievement;

- Implantation of individuals “successful” in corrigt into the awareness
of the general public as a model of behaviour;

- Remuneration system for public administration staff

- Low prestige and image of publicly active persdigsiand politicians;

- Campaign-like and non-systematic work and serviceshe general
public provided by mass media;

- Random, little transparent communication of putdidministration
institutions with the public.

With respect to opinion polls we must realise tthet detected data only
describe the public opinion concerning public adstration and that the
relationship of these data to objective facts caly e of relative validity. But
regardless of this fact, it should be emphasised the public opinion is a
significant political factor, and that, despite thertual character” of negative
opinions of citizens, the task of public administia staff is to respond to such
attitudes; fixation of such attitudes in the gehgublic has undesirable impacts
not only on personal perception and self-reflectbpublic officials, on their work
satisfaction and on reputation of institutions, lius also negatively reflected in
important civic attitudes, election decision-maketg.

Mass media take a major part in the creation ofliputpinion [2,3].
Critical analyses of their activities place empbasi the campaign-like character,
poor standard of facts, and a failure to monitdolighed cases, etc. On the other
hand, journalists complain of poor willingness obfic institutions to co-operate,
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referring to “official secret” with respect to infoation to be detected, etc.
Reduction of the tension between mass media peesama public administration
institutions can be, from the psychological persipecone of the important means
of correcting various rumours concerning the guatif public administration

performance.

Communication with citizens

Communication between public administration andggeeral public from
the angle of communication theories can be mogigiy included in the category
of mass communication [4]; more specific basic dbmas and principles of
successful communication between public instititi@nd citizens can be thus
defined on the basis of this aspect. The followcanditions for successful
communication have been currently referred to pe# [5]:

- Credibility as a precondition for positive acceatof information as
well as potential changes of the public opinionakkshed before receiving
information;

- Clarity of communication contents, which guarantegssirable
understanding and, at the same time, prevents tbeided information from
becoming distorted,;

- Consistency of communication in the course of time;

- Continuity of communication — i.e. a systematic aegular nature of
the information flow;

- Contextual adequacy — communication should cormdpm the
reality of the social environment;

- Contents of communication should reflect or pereedttitudes and
values of recipients;

- Respect for perception and mental abilities, cdapaand habits of
information receivers;

- Selection of the most suitable communication méansformation in
relation to an interest group;

- Proper orientation in issues concerning the inféionaopic;

- Selection of persuasive arguments — rational as welotional
arguments relating to the topic;

- A multi-dimensional nature of argumentation — akso state counter-
arguments in order to avoid any suspicion thairifeemation is biased;

- Reduce information redundancy.

0 The empirical but non-systematic monitoring of commication
activities (a town-hall newsletter, regional pretaks with citizens and civic
associations), of leaders of municipal self-govegnmin a district town has
indicated certain problems in communication of tben hall with the general
public. Some problems that have a more generatygockl character have become
obvious; however, they cannot be generalised dtieetéact that it was difficult to

16
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perceive all activities performed by the municipalf-government. The source of
problems cannot always be seen chiefly on the afidiee town hall, i.e. problems
with contractors providing some jobs where the roipaility does not always have
sufficient possibilities of direct sanctioning atepends on state authorities such as
the police, prosecutor’s office or courts, but whicdespite that, concern
assessment of municipal administration and affetefraction and communication.
But even in this case information provided to eitig has little respect for
conditions of optimal communication.

The following issues seem to be very frequent argl usual:

- Decisions on information — the office decides whicformation is to
be disclosed to the public; the office communicatlst it wants to communicate
and not what citizens would like to know;

- Attempts to disclose as little as possible — whéfitials can keep
something concealed, they will prefer it to saysagnething;

- Disqualification by an authority — we are experi;ju do not
understand it;

- Avoidance of the topic, transfer to another fielot melated to the
discussed issue;

- Unpreparedness; it will turn out somehow, somethifidpe communicated,;

- Premature and often clamorous presentation ofineatdivities that are
not subsequently carried out or take a differemtnfe- no information on such
changes is provided later;

- Aloss of memory — information on an issue is défa than that given
before or provided by another colleague;

- Transfer of authority — evaluation and contentnéfimation is transferred
to a subaltern clerk who may distort the informasabjectively or tendentiously;

- Insufficient level of information on a certain fact

- Absence of control which leads to clearly incorredata and
consequently to a loss of confidence;

- Presentation of achievements, denial of problems;

- Reduction of respect for opponents;

- Unwillingness to discuss or to change one’s opinion

- Selection of an unsuitable communication mediumg- @ncentration on
electronic media, while the Internet is owned Bpecific and small part of the population;

- A non-systematic, campaign-like nature — at thé raement, when
something is urgent;

- Improper verbal registers in relation to the infation receiving group;

- Postponement of promised information, a diffusionature of the
information;

- Incorrect timing of information and an unsuitabystem framework of
the information;

- Poor control of information communication, abseatany feedback.

17



SARKA BRYCHTOVA, JOSEF DUPLINSKY

0 Communication in public administration
(A survey)

Research objective

In order to acquire a more detail and more speatit empirical knowledge
of actual forms of communication between the génprdblic and local self-
government a survey using questionnaires basedaodom selection (which is
disputable from a strictly statistical point ofwighas been carried out in Spring 2005.

Method and sample description

The questionnaire survey was carried out in tenllsam medium-size
municipalities (from 3,000 to 30,000 inhabitants)Bast Bohemia. There were 70
— 140 individuals addressed in each municipalite, ithe total number was
approximately 1,000 people and 10 competent reptatsees of municipal offices.
The survey was preformed during Spring 2005 via datlection by students of
the Faculty of Economics and Administration, Ungrgr of Pardubice. Responses
on both questionnaire versions and respondents suthjected to a comparative
comparison; established conclusions are drawnearidim of tables as well as in a
graphical form, including comments on particulaesfions. Questionnaires were
designed as a mirror image because of transpar&espondents had enough
space to express their opinions and attitudesgtiestionnaires | and Il contain 11
open questions out of the total number of twelveestjons. All groups of
respondents also had an opportunity to express abi@er comments or proposals
concerning these issues at the end of the endtiryuirers also recorded all other
verbal comments on particular questions. These amtsrserve for a qualitative
analysis of the obtained data; they are not pu @ntspecial table due to their
difficult quantitative processing and they only rfora loose commentary when
interpreting particular quantitatively registergehis of the questionnaire.

Only basic data can be stated for municipal offejgresentatives, i.e. the
average age was 48 years, secondary educationlpde{@ people) and there were
4 individuals with university education.

Even though the group of respondents is not a septative sample and a
.pure’ random selection cannot be guaranteed wacahel data on certain
characteristics of the surveyed set of inhabitemtgovide more details.

Gender:

A major part of respondents were women (59%); merewepresented by
41% (see table No. 1). In two municipalities thepartion of surveyed women
was even more than 75%; the proportion of maleamdgnts was higher only in
one municipality.
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Table No. 1
Gender of respondents
Gender %
Women 59
Men 41

Age

The table indicates that, in general, the wholespm of the population
took part in the survey. Nearly two thirds of resgents were represented by
people from 31 to 50 years of age.

Table No. 2
Age of respondents

Age [years] Proportion in %
up to 20 5
21-30 15
31-40 33
41-50 31
51-60 9
over 61 7

Education

The largest group of respondents were individuatls secondary education,
together with those completing apprentice schodtls &/ school-leaving certificate
they formed 68%. Proportions of the remaining reslemts are registered in the
following table.

Table No. 3
Education of respondents

Education Proportion in %
Primary 1
Apprentice school 5
Apprentice school with a schopl- 17

leaving certificate

Secondary with a schotdaving 51
certificate

College 14
University 12

Survey results

The first part is focused on the responses of th#ipand the second part
on the opinions of municipal office representativibe third part is dedicated to
comparing responses of those two different groupgespondents and their
opinions on the basically same issue from two cbffie perspectives.
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« Forms of communication — frequency, preferences, aluation

This question was chosen for the beginning of thestionnaire in order to
verify which source of information is the most coomly used by the public. The
public had an opportunity to choose from severéibop and state their priorities as
referred to in the questionnaire; or to add otlptioas upon their own discretion.

Answers of the respondents naturally differed ast&ting priorities but
there was a certain consensus in preferences #isatather clear in all municipalities.
We have detected some differences in responsesabitants of small and medium-
size municipalities and, due to that, we have fedwum it in the following tables.

In general, we can say that even at the time ofrtfeemation technology
boom people usually prefer personal communicatiming office hours, personal
communication, office boards and local newspadeavsal radio, meetings of the
municipal council and talks with inhabitants wesially rated in the middle of the
scale of priorities; the Internet, on the otherchamas usually the very last priority;
nearly one half of all respondents placed the h&eas their last priority. In this
case a major difference was caused by the siz@reéged municipalities.

Basically, we can say that the smaller the muniityptne higher preferences
were given to any form of personal contact with tben hall, and it made the
Internet fall to the bottom of the scale even méired on the other hand, the bigger
the municipality the bigger preferences were giwethe Internet. The Internet was
usually rated as the last priority in small munidifies, e.g. those having five
thousand inhabitants, but with the growing numbfeinbabitants the preferences
grew. More details can be found in the followinglées.

The tables contain quantitative data concerningfgnences of
communication means:

Table No. 4

Preferences of various forms of communication gighpublic- attitude of the public
(municipalities up to 9,999 inhabitants)

Communication forms 1 2 3 4 5 6 7 8| O*
Internet 58 59 29 57 6 9( 91 27189
Office board 151 238 59 15p 7 89 2 3261
Talks, meetings with citizens 5 63 6L 88 1p2 90 89242 | 56
Local radio 59 88 241 119 118 59 61 D57
Local newspapers 117 87| 86 27 163 63 01 |339
Personal communication 116 14P 91 92 D3 89 4 327
Personal communication -effice|] 153 152 115 122 58 3 8¢ g 88
hours
Meetings of municipal counc, 10 9 56 33| 181 244 15 3695
municipal board

Note: *0 in the table means how many times thergieem of communication was not given
any priority by the respondents
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Table No. 5

Preferences of various forms of communication i publc - attitude of the public
(municipalities up to 10,000 inhabitants)

Forms of communication with the | 1 2 3 4 5 6 7 8| O*
public

Internet 41 21 51 11 92 6( 21 20 20
Office board 81| 162 52 100 11 30 n 7102
Talks, meetings with citizens 37 45 68 7y 100 1013 771 | 19
Local radio 31 33 41 75 87 67 111 11218
Local newspapers 51 41 69 60 43 11 53 629
Personal communication 121 151 39 10 3 61 59 591
Personal communication -office| 214 | 100| 19 32 40 62 2@ 19 2
hours
Meetings of municipal counc| 20 3 99 | 101| 124 52 60Q 58 17
municipal board

Note: * 0 in the table means how many times themiform of communication was not given
any priority by the respondents

Table No. 6
Preferences of various forms of communication \pitblic - attitude of municipal
office representatives
(municipalities up to 9,999 inhabitants)

Forms of ~ ™ < )
communication i) ) ) )
with the public 2 z z z z

g 2 2 2 =
T 9 IS © © ©
= 2 2 2 2
=} Q Q Q Q
= c c c c
> =} =} =}
= = = =
Internet 8 8 8 8 8
Office board 4 6 4 5 3
Talks, meetings wit 3 4 5 4 5
citizens
Local radio 6 9 7 6 6
Local newspapers 7 7 6 7 7
Personal 2 2 2 2 2
communication
Personal 1 1 1 1 1
communication -
office hours
Meetings o) 5 3 3 3 4
municipal  council
municipal board
Communication 9 5 9 9 9
with the press
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Table No. 7

Preferences of various forms of communication whih public - attitude of municipal
office representatives
(municipalities up to 10,000 inhabitants)

Forms of
communication with - N « S it
the public 3 3 3 3 3
2 2 2 2 =
g g g g g
Q Q Q Q Q
5 5 5 5 5
= = = = =
Internet 2 6 1 2 1
Office board 5 4 3 3 4
Talks, meetings wif 9 8 8 7 8
citizens
Local radio 8 5 9 8 6
Local newspapers 4 2 4 4 2
Personal communicatign 7 3 5 6 5
Personal communicati 3 1 2 1 3
— office hours
Meetings of municipg 6 7 6 5 7
council, municipal board
Communication with th 1 9 7 9 9
press

Tables No. 4 and 6 indicate a rather close compdidretween the opinion
of the town hall and the public. Both groups basicagree in many significant
features and views of the respective issue; tleaylglprefer personal communication;
representatives of authorities obviously preferspeal communication during
office hours. On the other hand, both groups ojgaldce the Internet at one of the
last places. Reasons are obvious in small munitigsalinhabitants as well as the
town hall are aware of their social and local pnuiky. It serves as a basis for
similarities at the both ends of the scale. Theasibn in the middle of the scale is
difficult to explain: whilst inhabitants place afé boards, local radio and local
newspapers to the top of the scale representasiviesinicipal offices prefer talks,
meetings with inhabitants or council meetings.

The often criticised passivity of inhabitants canlargely traced even in
small municipalities. There are efforts to obtaome information but a passive
reception is preferred to any particular involvemen a certain time and at a
certain place, e.g. at council meetings. This tgp@volvement is acknowledged
by respondents in interviews more in the case @f thersonal interest than in the
best interest of the issue as such. The town ks this relationship - if
inhabitants try to take part in public activitiesit they do not force their information
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upon the public. Passivity is beneficial for bo#rties to a certain degree as long
as there is no conflict.

When comparing small and medium-size municipalitiesre are some
nuances to be referred to. Whilst the public in imedsize municipalities as well
as in small municipalities prefers personal forniscommunication municipal
offices in medium-size municipalities often rely other than purely personal
forms of communication. The Internet, which wa®daat the bottom of the scale
by both groups of respondents in small municiggditcomes to the top of the scale
in medium-size municipalities more often. Howevbere are some differences in
medium-size municipalities with respect to thigtiasf communication. The public
is more open towards the Internet than in smallipipalities, Internet preferences
are more or less the same in all medium-size mpaities. Despite that, town
halls of these municipalities score the Internghbr than inhabitants, and we can
basically say that the assessment of the Inteset means of communication by
municipal administration is more positive than fridme perspective of the public.

In medium-size municipalities, talks, meetings witihabitants, council
meetings, etc. are rated at the bottom of the dmatle by the town hall and by the
public. Regardless of the size of the municipalityg general public assessed
municipal newspapers and office boards in a radiferse manner. A much higher
imbalance can be generally seen in small munitipali There is either a high
preference or a lack of interest in or knowledgesahe forms of communication
between the town hall and the public. Inhabitarfitsnedium-size municipalities
have probably more diverse communication optiors they also use them in a
more varied manner, which is reflected in a higtimersity of preferences of
evaluated means of communication.

Representatives of self-government in medium-sizmicipalities prefer a
mediated contact with inhabitants more than in kmabhicipalities; this fact proves a
rather unambiguous rating of the talks and meetivitis inhabitants at the bottom of
the scale. On the other hand, officials assign mhigher importance to local
newspapers (a municipal newsletter) than theirteoparts in small municipalities.

Table No. 8
Forms of communication between the town hall ardphblic(public)
Communication forms Small municipalities Medium-siz municipalities
Most common Personal communication Personal communication
Telephone Office board
Most efficient Personal communication Personal comisation
Personal communication in office
hours
Worst Internet Local radio
Internet
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Table No. 9
Forms of communication between the town hall ardphblic(municipal office)
Communication forms Small municipalities Medium-siz municipalities
Most common Telephone Contact with journalists
Personal communication Internet
Most efficient Personal communication Internet
Office board
Local newspapers
Worst Contact with journalists Talks
Internet Meetings with citizens

The most efficient forms of communication (the
public, medium-size municipalities)

89 4% 2%

60%

O Personal communication

O Personal communication - office hours
B Local newspaper

8 Local radio

E Meetings and talks with inhabitants

@ Office board

Chart No. 1. Efficient forms of communication from the perspeetof the public

The previous tables have been processed accomlititetfrequency of a
certain form of communication from the perspectnk the public and self-
government representatives. The tables clearlgatdiagreement or differences in
the opinion of both groups of respondents. In gsapte chose a comparison of
preferences of the public in medium-size munictpesdi concerning the most and
least efficient forms of communication.
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The worst forms of communication
(public, medium-size municipalities)

48%

O Local radio

O Internet

Office board

Local newspapers

M Talks and meetings with inhabitants
B Personal communication

E Correspondence

B Council meetings

Chart No. 2. The least efficient forms of communication frone ferspective of the public

Tables and charts indicate preferences of the iinequently used, (the
most efficient) and the least efficient forms ofreaunication of the public and the
town hall. Tables compare attitudes of the publc aepresentatives of self-
government in small and medium-size municipalitiBasically, we can say that
the public places personal communication at the dbghe scale of the most
efficient and the most frequently used form of caimimation. When considering
charts depicting proportions of particular formsomimmunications according to
the public opinion we find that in Chart No. 1 thés a clear preference of personal
communication (60%) and personal communication fiicedo hours (18 %); it
indicates an obvious interest of the public in &#o-face” communication. When
paying particular attention to small municipalittee preference of personal contact is
even higher there. It is followed by indirect formfscommunication (with a rather
low percentage) such as local newspapers (a néev})ddcal radio, office board; a
4% share belongs to meetings of the town hall witlabitants. Absence of the
Internet as the latest form of communication regmés an interesting fact; our
research shows that the public does not considerte the most efficient form of
communication; on the contrary, the Internet togethith local radio is rated top
among the worst forms of communication. In smalhinipalities, the Internet was
clearly rated by the public among top items innbgative assessment.

However, public administration representativesjeaist in medium-size
municipalities, obviously saw the situation in ammetely different way. Their
view of the Internet is diametrically different iaslicated in Table No. 9 compared
to Chart No. 2; officials also consider the offiseard and local newspapers to be
the most efficient form but it seems that citizgmebably consider this form of
communication as little satisfactory. In small nmaipalities the town hall might be
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more aware of its direct link to inhabitants ande do that, its attitude is probably
different — at least from a more general pointiefw

60% of respondents from medium-size municipalitemsd 80% of
respondents from small municipalities chose pefdsom@amunication as the most
successful form of communication. Respondents Bp#wue following advantages
of personal communication: personal contact betwkeroffice and inhabitants, a
direct nature of communication, immediate respoase assurance that the
information is received directly by a person foromhit is intended, and, in addition to
that, there is an opportunity to clarify, specéyxplain or add something. Common
disadvantages of personal communication includeg Maiting time, short office
hours, a feeling of a suppliant, often also a laicwillingness of officials, antipathy,
etc. Municipal offices naturally did not have swchklear positive attitude to personal
communication and they see a potential emotiomatiyivated conflict initiated by
inhabitants as their major problem.

The office board was highlighted by respondentsoas of the most
successful as well as the least frequent form®winsunication. Opinions changed
in individual municipalities. The advantage of thféice board is represented by its
availability to all inhabitants, periodic natureinformation and its importance. Its
disadvantages include: low interactivity, a low toemn of informed citizens (it
depends only on themselves whether they show itteirest and read information
available; their interest, however, is not veryiig

The advantage of local radio is represented byatsy availability in a
rather large area, its disadvantage is a lack afediate response and absence of
personal contact.

Respondents also indicated an insufficient uséneflbternet. Benefits of
this communication means are indisputable: defirateonymity, availability,
comfort (communication directly from one’s homgjeed, clarity, and an opportunity
to be informed anytime. Its permanent disadvantageat many people (mostly
those that are older) still cannot use it, not ¥Jesusehold is connected to the
Internet (basically only 15% of the population) ameb pages are not always updated.
However, municipal offices often consider the Intdrto be a communication
means of the future and see its obvious advantagesnely in large towns, but at
the same time they are aware of the insufficieep@redness of public administration
as well as the whole society.

Municipal offices often indicated talks with inh&bits and council
meetings as one of the least frequent and moskgpnakic forms of communication.
Their advantage is represented by an immediat@mnsgpto particular and current
issues; however clearly personal interests are pftesented there and participation is
not usually large. In general, we can say thatwhkngness to take part in any
meetings of town halls with inhabitants is relajvew.

Representatives of self-government consider contdbt media as a very
demanding and problematic form of communicatioreytlexpress their doubts
concerning accuracy of the interpretation of time@issage and they criticise efforts
of journalists to have sensational news.
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« Information system — evaluation and efficiency

Table No. 10

Subjective satisfaction with the municipal inforiatsystem

Evaluation Small municipalities Medium-size
(%) municipalities
(%)
Satisfied 66 60
Partly satisfied 10 10
Rather unsatisfied 15 12
Unsatisfied 7 12
Did not express their opinion 2 6
Small municipalities
7% 2%
15% 27
M
——
0,
10% 66%
O Satisfied O Partly satisfied
Rather unsatisfied Unsatisfied
il Does not know

Chart No. 3. Graphic indication of subjective satisfaction vitie municipal information system

12% A
12% (s
0 (

10%

Medium-size municipalities

60%

O Satisfied
B Unsatisfied

@ Partly satisfied
M Does not know

M Rather unsatisfied

Chart No. 4. Graphic indication of subjective satisfaction wite municipal information system
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We can basically say that all addressed officese hmame information
system. A question concerning assessment of towrcbamunication that was
aimed directly at citizens seems to be more int@igsA qualitative analysis based
on additional interviews shows a rather interesgffgct: in the first stage people
usually respond negatively indicating that theyraoeinformed at all, when, however,
filling in the questionnaire their responses seetet positive, and, generally, we have
not detected major differences concerning the gizee municipality as indicated
in Table No. 10 and Charts No. 3 and 4.

Charts No. 3 and 4 show that the proportion of lmfaats satisfied with
the town hall information system is nearly 2/3lué respondents and when adding
those choosing partial satisfaction the proporisoeven slightly higher. Around 20
— 25% of respondents are unsatisfied, the restatiéxpress their opinion.

Despite the initial negative opinion it is obviotisat inhabitants are
basically aware that those who want to obtain imftion have a number of
opportunities how to do it.

All addressed representatives of self-governmensidered the informing
of the public to be very important, namely becaofsgetting close to citizens and
general democratisation and transparency of puwdiministration. They believe
that information provision is one of the basic &g that must be performed by
each office as a part of its work. Citizens aretlewt to them and self-government
is aware of that.

We have detected a not completely clear opinioangigg the second part
of the question. Adequacy of information can beeusiod from two sides. Offices
mostly believe that they inform sufficiently bum, their opinion, public awareness
is adequate only to an average degree. They exgil@mapparent paradox by an
insufficient interest of inhabitants in municipaleats. Information is available but
citizens do not ask or search for it (unless bpirgonally or immediately concerned).

In most municipalities addressed the share ofigesiesponses to questions
on importance of information completely prevailfhieTproportion exceeded 80 —
90% nearly in all cases. Citizens agree that inflogns vital for them and that it is
a precondition for democracy, and they consideredrly as a natural obligation.
They argue by a legitimate right of inhabitantsaomunicipality to be informed
about all decisions made by the municipal office.

Their feeling of being informed sufficiently is ned clear. The public from
more than a half of municipalities addressed cemsithforming to be insufficient; the
proportion exceeds 30%. In this respect their neses correspond with the data in
Table No. 10 and Charts No. 3 and 4.
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Table No. 11
Importance of information for the public from therppective of the public
Small municipalities Medium-size municipalities
(%) (%)

Important 95 87 94 91 96 85 90 89 81 89
Partly 4 11 5 7 3 11 8 9 14 10
important
Not important 1 2 1 2 1 4 2 2 5 2

Importance of imforming - inhabitants
(small municipalities)

6% 2%

92%

OlImportant B Partly important lNot important

Chart No. 6 a)related to Table No. 11

Importance of imforming - inhabitants
(medium-size municipalities)
11% 3%

86%

OImportant @ Partly important lNot important

Chart No. 6b) related to Table No. 11
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Table No.

Assessment of information potential of the towrl bglinhabitants

Small municipalities Medium-size municipalities
(%) (%)
Sufficient 51 50 52 49 55 50 72 55 56 60
Partly 12 15 11 22 20 14 8 12 14 20
sufficient
Insufficient 37 35 37 29 25 36 20 33 30 2Q

30

Adequacy of informing - inhabitants
(small municipalities)

DSl%

16%

O Sufficient B Partly sufficient B Insufficient ‘

Chart No. 7a)related to Table No. 12

Adequacy of informing - inhabitants
(medium-size municipalities)

28%

58%
14%

O Sufficient B Partly sufficient B Insufficient

Chart No. 7b) related to Table No. 12
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« Information — patrticipation, ambivalence, co-operaton, activation

TableNo. 13
Attitude of the public to municipal activities

Typology (%)
Constructive interest 4
Operative interest 20
Private interest of inhabitants in public matters 0 4
Enthusiast 5
Ignorant individuals 9
Others 22

Processing of responses aimed at the evaluatipalic attitudes has been
based on qualitative analyses of individually folated answers to open questions
of the questionnaire and a qualitative analysistefview supplements obtained during
data collection rather than on quantitative prdogss

One of the major differences between the publicpivéte sphere is an issue
of actual interest and responsibility. A mayor oraaministrative official shall serve
the public. Inhabitants should be concerned witiaidtration of public matters as
much as possible. Communication passivity of irtaalé or a certain deficiency of
public attitudes and activity is often pointed dfe can observe considerable activities
and influence of representatives of groups of ithats that are fragmented in a
different way, namely when promoting personal g3 or purely individual interests
or in situations when an event related to publierest concerns an inhabitant
immediately. We have got an idea of this intergstind fragmented phenomena on the
basis of open responses of respondents that gauglespace to inhabitants to express
their opinion, and using many responses that weived we have tried to make a
general picture of the opinion of the Czech putifidheir interest in public matters and
some motivational practices.

Responses of inhabitants as well as representafiaetf-government indicate
that the interest of the public is, in most casather of average or bellow-average
degree. However, it changes considerably when aajgmevent takes place (both
negative or positive); then the action potentiaindfabitants is highly increased. An
unexpected rise of interest of citizens can beaggef a public matter starts to pervade,
concern or is related to their personal interests.

In this respect, no major differences between itdrats of small and medium-
size municipalities can be found, which has beafirooed by a qualitative as well as a
quantitative comparison of questionnaire data.
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Interest of the public
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Chart No. 8 related to Table No. 13

When considering the gender structure of inhatstamgn seem to be more
active but these differences start to be less itapbwith respect to age — from the
age of forty years they seem to be less significhlwb dichotomous groups can be
detected in the structure of inhabitants by agestRhere is a young generation of
late adolescent age showing virtually zero inteiespublic events. There is a
turning point around the age of twenty five yearseew housing becomes of major
importance. The second group is represented bgltlely showing phenomena of
“native patriotism” and perhaps even nostalgia r@tcbspective idealisation.

The interest of the public in issues that reallpaarn them immediately
(such as housing policy, a bypass) or those tleatnderesting (such as sports and
cultural events, construction of cycle tracks jssues that can pose an immediate
threat to the public (e.g. damage to the envirorneosing down of medical after-
hours service, personal safety) seems to be arificthe public is also primarily
interested in how the municipal office manages fuadd their attitude is usually
highly critical, often without having really objéet knowledge of the issue.

A deeper (constructive) interest of inhabitantshef surveyed municipalities
can be seen in a rather small part of the populafibe interest that we described
as operative interest, i.e. “when something is@ain’ is much higher; there is even
stronger interest in cases when personal and pinitdicests overlaps (this type was
described as “private interest of inhabitants ifbligpumatters”), and we cannot
forget a small percentage of enthusiastic citizgtsng from the group of the elderly
and enthusiasts, which were described as “entltsisfas the purposes of our research.
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Another group created for research purposes wiexdcadnorant individuals” (i.e.
citizens who usually show no interest in eventhir municipality and others and
state empty responses or responses such as “ltdoow; it depends”, etc.

Table No. 14
Conflicts of the town hall with the public
Conflicts of the town hall with the public| Small municipalities Medium-size
municipalities
Yes, there are no conflicts 58 54
No, there are conflicts 25 36
| do not know 17 10

Conflicts of the town hall with the public (public opinion)

%

yes no | do not yes no | do not
know know
Small municipalites Medium-size municipalities

Chart No. 9related to Table No. 14

Responses to this question indeed differ in varibusicipalities, however,
with a few exceptions in most surveyed municipaditthere are opinion conflicts
or disharmony between opinions of the public arelttdwn hall. In a half of them
the proportion of citizens respondirfges there are conflicts’ls more than 50%. We
have detected slight differences in small munitipaland due to that we again include
separate tables and charts for both groups.

Representatives of town halls assessed this issaeriore moderate manner.
Some of them used the responteete are no conflicts’or often trivialised the fact
“you see sometimes something like that takes plate”Some degree of objectivism
and acknowledgement of the existing conflicts betwehe town hall and the
public has been obvious approximately only in dnedtof the addressed offices.
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Particular examples of conflict situations are wdiealways specific for
each municipality; however, the following eventsrevéndicated in responses of
inhabitants: choosing a location for building aesaparket, industrial zones, closing
down a medical after hours service, reconstruaforultural and church monuments
or other buildings (e.g. former barracks), housssge, sewerage, gas supply, etc. On
the contrary, inhabitants indicated agreementrfstance in air pollution monitoring,
improving safety, etc.

When addressing responses to the above questigreadihg between the lines"
we found out a certain lack of trust and undergtgrd both surveyed groups, i.e. citizens
towards the town hall and vice versa. Citizens \aftgn see a personal interest of
respective representatives of self-government editutions to some more demanding
events in a municipality; sometimes their perceptioght be justified, however in other
cases a mere suspicion or gossip without any esadsrsufficient. Willingness to initiate a
real conflict or any organised resistance is vamydnd if there is any it is not usually very
systematic and intensive. On the other hand, the twll tends to interpret any interest
shown by the public in such a situation as amateugalways complaining” and thus
lacking satisfaction, and as an obstacle to tieeistn making.

Representatives of self-government are fully awsréheir obligation to
inform the public and most of them believe it ipntant and necessary to inform
the public continuously about positive as well agative issues; despite that the
performed analysis shows an effort to “filtratefdrmation.

Citizens are of a similar opinion about the obigatof self-government to
inform, they consider the information as their tighey even treat verbally regardless of
whether it is beneficial for them or not. When asieing particular events with respect
to informing about them both groups basically lagnee in some cases on certain recent
situations when informing was more than necesflagd threat, public administration
reform or events that involved citizens in publiattars in a positive way such as
initiating public fund raising to repair church numnents, sports facilities, etc.

When specifying the above facts we have to saynagaien though by
using different words, that whilst citizens seesthe&ssues quite unambiguously, the
town hall often perceives the matter in a sligipyadox way. In their opinion real
informing of the public can, in many cases, congibicthe issue remarkably, slow
it down and it certainly places big demands onitgbib explain, persuade and
listen. Democratic control of the public, the amaafrrather independent entities, power
and interest groups and mere fragmentation of @pénincrease the complexity and
vagueness of the environment where a solutioncertain public issue takes place.
An administrative official might therefore worryaha potential compromise is an
incomplete and imperfect solution that might becanseurce of criticism and repeated
dissatisfaction of the public sometimes in theridue to its compromising nature.

Generally, we can believe that town halls usuatigsider their obligation
to inform to an obligation only rather than a resgbly motivated interest and
ethics towards the general public that have elettech.
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e Information — legislation and organisation

Table No. 15
Evaluation of information laws by the public
Yes, it is sufficient 14%
| do not know but it probably is 41%
| do not know but it probably isn‘t 12%
No, it is insufficient 10%
| have no idea 23%
Perceptin of legislation on information (inhabiants)
e
10%
41%
12%

OVYes, it is sufficient | do not know but it probably is

E1 do not know but it probably is not B No, it is insufficient

B have no idea

Chart No. 10related to Table No. 15

Table No. 15 and Chart No. 10 provide some objecinsight into the
issue of a relationship between the public and-g@lernment and informing.
However, it is problematic to accept these datawmadthem as a rational basis due
to irrational attitudes in human behaviour.

Representatives of self-government addressed instivgey probably
comply with the legislation but most of them beéeand indicated in respective
interviews that the situation is not completelyallerhey usually perceive some
disadvantages in interpretations lacking unifornaityl a short period of validity of
some laws related to informing of the public; tutyt do not consider the current
legislation as a major problem.

The opinion of the public concerning this issua isther more complicated.
Most inhabitants are not generally familiar withe tkegislation on informing;
approximately 23% of respondents did not state thginion at all or they did not
know, 45% basically also did not know but they é&edid that it might have been
sufficient, 13% also did not know but they believidt it might not been sufficient
and only 17% were completely sure that the legisiatvas sufficient and adequate,
21% stated the exact opposite.
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When considering the chart from a slightly diffdremgle, e.g. all light
colours indicate the proportion of the populatibattis not basically familiar with
the legislation and make only intuitive decisions discover that it concerns more
than three fourths of inhabitants. One half of ¢heBizens express their trust in
legislative measures in this area, which, in fextot a bad signal when assessing
the Information Act.

Establishment of a press department in larger ripatities or the existence
of an authorised official in smaller municipalitiespresent an indirect effort of
self-government to accommodate demands of the @ubhly three town halls in
surveyed municipalities have an authorised persordntact with the public, the
situation in the remaining municipalities is hawldiedividually, i.e. a representative
of elected self-government or municipal officiaddelegated for an issue of current
concern. Due to that, further investigation wasgtrieted only to inhabitants of
municipalities having an authorised contact person.

The questionnaire survey in these towns basicadigates that approximately
one fifth of addressed citizens knows nothing altbatexistence of such a person
in their municipal office. More than one half ofrgelyed citizens have never used
services of person responsible for contact withghblic yet. Approximately one
third have used their services. The frequency efridution of particular items
related to this issue is basically the same is@aleyed municipalities.

Table No. 16
Utilisation of a municipal contact centre (persbg)inhabitants
Yes 27%
No 53%
I do not know about the existence of such a person 20%

Utilisation of services of a person authorised for
contact with the public (inhabitants)

OYes
ONo
E | do not know about existence of such a person

Chart No. 11related to Table No. 16
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e Information — plans, projects

Table No. 17

Improvement of informing of the public in the futufinhabitants)

Surveyed | 1 | 2 3| 4 ] 5 6 | 7 8 9 | 10 | 11
municipalities | (%) | (%) | (%) | (%) | (%) | %) | @) | @) | %) | (%) | (%)

*

Response
Yes 56 55 51 66 71 58 6(Q 53 59 5P q9
No, it is| 44 45 49 34 29 42 40 47 4] 48 31
sufficient

Note: * A proportion of respondents in surveyed mipalities

Improvemnt of informing of the public (public)

OYes ENo

Chart No. 12related to Table No. 17

With respect to the development of the municip&rimation system the
town hall representatives place emphasis in tmarviews on making available
information channels to citizens and improving th@ntheir opinion it is desirable
to work on improving official municipal web pagesdato enhance informing of
the public via the Internet. Other plans were eglab publishing regional newspapers,
improvement of communication with the press, améxiceptional cases, preparation of
regular talks with inhabitants. Every municipalitgs indeed its own specific plans
but all representatives of self-government agresng point — maximum support of
enhancement of information via the Internet.

Inhabitants also agree that informing is a vergontant process; but often
there are different opinions on its method. Infzatig would like to be better informed
about new tasks of municipal offices, they reqbiegter informing in many areas:
they are interested in local television broadcastbetter information availability
via the Internet, more frequent talks with inhahita informing on public tenders
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before their completion, more information on thdicidl board, access to more
different information, adjustment of office houfaster and more effective responding
to their requests and last but not least improvéneérnpersonal communication

towards more helpfulness and activity of municipiices.

The proportion of inhabitants requiring improvemefitcommunication
with public administration exceeded 50% in all naipalities and in one third of
them even 60%. Responses to this question arer reltar, i.e. yes and no. The
rest of respondents (usually around 40%) is satisfiith the existing informing
and considers it to be satisfactory.

Conclusion

Without reserving a right to draw generally apghieaconclusions on the
topic of communication between self-government #edpublic some conclusions
can be made even on the basis of this type ofndsdarst, there is an ambivalence
and a multi-layer nature of various factors andiagibns determining some
relationship situations concerning social eventshs municipality. We probably
cannot derive general principles of communicatioocpsses but some empirical
facts can be stated and even these have a vatiength of validity.

At the most general level, citizens as well asatministration can agree
upon the importance of informing but even here aresee first signs of contradictions
between the municipality and inhabitants; munidifgs tend to believe that they
inform sufficiently and responsibly but citizens the other hand, are critical. The
qualitative analysis of the opinion of inhabitarggarding the low level of informing
shows that it is rather a demonstration of a vaghministration assessment stereotype
than an objective evaluation of the situation. Timding does not exclude situations
when citizens collect information in a very intaressmanner and often even outside
the municipal information system — these are alvgitygtions that closely concern
individual and group interests.

Based on the above mentioned we can say that theipal community is
strongly differentiated and that this differentattiis caused by individual and
group interests and attitudes; despite that we derdain homogeneity within the
community — at the most general level it is theactof the gender when men pay
slightly more attention to events in the municippaiand information collection
than women. There is also the age factor when di@gest groups of adults show
almost no or zero interest in information whictsigoerseded by much more active
interest of middle age and older groups. A spegialp is formed by the elderly who
are in some cases critical but whose positive goah éanterest in municipal events
prevails; unfortunately the municipal administratidoes not always co-operate
with this group of inhabitants in a systematic Wwaie can also say that approximately
three fourths of inhabitants are interested in mipal events in some situations
and because of various motives and interests, leatdrégardless of the nature of
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these motives the municipal administration musetdks fact into consideration
even thought the intensity of this interest cafedif

A major factor often resulting in useless conflibestween the municipal
administration and the general public is represkie rather low knowledge of
inhabitants of the legislation, including municipd¢crees, and even though we
cannot deduce exactly the fact mentioned belowahs, on the basis of qualitative
analyses of interviews with competent officialsattlven this group is not always
familiar with all the legislation (probably alsodaeise of various amendments and
amendments to amendments). Psychologically, sofiiatg would not admit this
fact even to themselves and when communicating thvtlpublic they refer generally
and unspecifically to various laws. This fact midpet related to an endeavour of
the administration proven by the research to usetreinic communication means,
introduce office hours and preference of othergrspnal forms of communication.

Unfortunately when detecting “strategic plans”tie tarea of the contact with
the public municipal administration tends to enleagied improve the information flow
but by using more formalised means, namely therete

A psychologically very interesting medium is re@net®ed by neighbours,
colleagues, acquaintances, which sometimes causieeinyactivity very problematic
situations concerning the relationship of the mipalcadministration — citizen; it is
probably a basis of various rumours within the roipdlity that can also result in
activation of citizens and animosity and hostilit§ the public towards self-
government representatives.

Our research indicates that the detected datattendver only the public
opinion with respect to the municipality and tHatit relation to the actual reality
is only relative. But regardless of this fact itisvious that the opinion of citizens
plays an important political role, and despitehaf tvirtual character” of some negative
opinions public administration must accept thetitudés and respond to them with
respect to undesirable effects on personal pemepind self-reflection of public
administration representatives; these attitudescaffork satisfaction and image of
the office but they can also have significant lbeiga impacts e.g. during elections.

In this context, the establishment of and subsedqaetivities of public
relation departments seems to be even more imgo@a@ation of public relations
of an institution and initiation and formulation tfe so called moral codex of an
institution and its presentation to the public malated to the above mentioned fact.
It has been shown repeatedly that the quality afraanication of institutions with
respect to the general public is one of the vihditions of forming positive
attitudes of the public towards these institutiddere, the knowledge of attitudes,
needs and interests of inhabitants seems to banarnyrprecondition for research
analyses. Only after that findings of the reseaa become a basis of successful
communication of an institution with the generablpei This fact indeed requires
other specific conditions such as systematic manigoand evaluation of public
opinion; effective feed back and regular assessiietiite applied communication
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channels with respect to their efficiency; and llast not least provision of an
information centre of an institutions; and, in partar, training and development of
social skills such as positive communication andraction of public administration
staff in individual contact with citizens as wel &ehaviour in public where a
member of the staff acts as a representative ahstitutions for media or civic

associations or he or she is authorised to comrateniwith economic institutions
and companies.

REFERENCES

1. Vyrost, J., Slamnik, I. a kol. : Aplikovana sociélni psychologieRortal, Praha,
1998.

2. Foret, M.: Komunikace s ¥ejnosti. MU, Brno, 1994.
3. Foretova, V., Foret, M.: Komunikujici#sto. MU, Brno, 1996.

4. De Fleuer, M.,L., BellovA — Rokeachova, S.,J.: Teonasové komunikace. UK,
Praha, 1996.
5. Vybiral, Z.: Psychologie lidské komunikace. Portaha, 2000.

40



STUDIA UNIVERSITATIS BABES-BOLYAI, NEGOTIA, LI, 2, 2006

PROCEDURAL APPROACH IN PUBLIC ADMINISTRATION

STANGOVA NORA?!, MITA EOVA JANA?

ABSTRACT. This paper deals with issues of procedural managieimerganisations
of public administration. It presents restructuragyone of important determinants for
implementation of amendments in new conditions prasents interconnections with
possibilities of application of procedural methbdsed approach.

Key words: procedural management, organisations, restrucfymitalic administration

I ntroduction

The still ongoing restructuring of public admingdton in Slovak Republic
gradually detects different insufficiencies whiale accurring during its functioning.
Due to gradual decentralisation of competencesfiaatices the organisations and
institutions have to resolve a great deal of tdsky are fully responsible for. There
have arisen higher and higher requirements on reamagt and applied methods.

Public administration presents a complicated syst#nrelationships |,
bodies and institutions as all of them serve towigle® execution of public authority
in the state. It concerns that part of economicschviis financed from public
resources and its main aim is to execute competestaged by legislature in order
to achieve the highest effectiveness and qualiffecBveness and its evaluation
belong to the key issues of economics. It is cared the function of value and
productivity. The value reflects the relation betweguality and price and it has
a relation to utility evaluation of consumer / zéi/ .

In recent years there has been afar greater stt@reobservation and
evaluation of processes in public administratione basic idea of application of
procedural approaches in public administartion drésen due to recognition that
the ongoing processes in public administratiomatesffective.

Restructuring of public administration

If we recognize this basic idea / insufficient effeeness of ongoing
processes/, then we can find out that one of tlssilje amendments is restructuring,
Commonly the amendment of structure in a given hsdyonsidered. It stands for a
principal restructuring of strategy, structure anotesses and their harmonization with
new reality. Two other ideas reengineering andtaézation are closely conncted

1 Prof. Ing. CSc., Katedra ekonomickych vied, Fakwiaejnej spravy UPJS v Kosiciach, KoSice,
Slovenska republika, nora.stangova@upjs.sk

2 PhDr., Katedra ekonomickych vied, Fakulta verepmjavy UPJS v Kosiciach, Kosice, Slovenska
republika, jana.mitalova@upjs.sk
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with it. Reengineering can be viewed from differpaints of view ,however in our
case it will be dealt with (Veber, J. et.al. 20@%) part of restructuring providing
support for implementation of restructuring proessdt is a purposeful solution in
accordance with situation in public administratiand from this point of view
restructuring seems to be as anecessary steptherfioetter functioning of public
administration. Considering the reasons of restrugf, it can be divided into two groups:

Reasons Characteristics
Crisis Restructuring due to negative reasons
1. Problems
Prevention Restructuring due to positive reasons
2. Chances

Distinctions between functional and procedural approaches

Processes are not considered as new issues irt @alstiionistration. All
the operations involved in achieving the goal aagsof the processes which are
generally characterized as complete operationsagong different activities.In
management of organizations of public administratiieere is a prevailing application
of functional approach whose biggest advantagkasit attracts attention to local
issues without taking into consideration the issnewider context. The procedural
approach does not neglect the classical manadenations however it applies
them in other connectivities.

The idea of organization lead by procedural approacsists in determination
of essence of structure after determination of ggees. In the procedural approach
the firmly created structures very often obstructovations and flexibility mainly
in complementation and implementation of new ati&si The idea of process is
characterized by prevailance of processes ovem@a@onal structure. Instead of
»process follows structure” there is applied “ sture follows process”. The initial
point is the determination of kayain processes the final output of which will be
assigned for external client — citizen , entregrigather organizations of public
administration, etc. These key processes consrgiogirocally connected activities
, decisions, information , material and technolabftows. If all these activities are
appropriately coordinated they can mutually cremt@mmpetitional advantage of
organization. However the complexity sfpporting processes is required for the
performance of key processes. The supporting psesesre indirectly involved in
creation of output as they are processes whichreialy performed in internal
environment of an organization / bookkeeping, infatics, etc. / The fast-growing
implementation of new technologies,the rapid dgwelent of information systems
and telecommunicational means have had an urgemireenent on new division of
work. The idea of necessary application of inforomal technology at the procedural
approach in management proves the fact that infaome technology has not only
to be used for practical usage in the sense ohattvation of faster and cheaper
output. It is far more important that it will cabiute to decentralization and transparency
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of work what is a serious insufficiency in stricnttional management represented
in reality by separate departments/e.g. organizatidepartment /.

Methods of Procedural Management in Public Administration

The management of processes as systematic idaetnbific evaluation and
ongoing improvement of processes requires alsaggne of procedural alternatives.

Considering each alternative it is necessary t@ged from input-output
orientation, In this case inputs are combined ideprto achieve goals in most
effective way. The so called procedural maps aeated on which the processes
are visualized with precisely defined responsipitf those taking part in it. It is
also important that each process has to be medsatdleast in three aspects: time,
expenditures and quality. From this point of vidwe field of public administration
presents a more complicated environment than thativate sector. In production
of public commodities which are supported by legjigle it is sometimes very
complicated to define standards of quality firsetfin the field of public services.
Nowadays in the corporate sector methods basedanegural orientation have
become an inseparable part of complete managgsaehes and due to their
development they are becoming newer and more mottethese days there is a
challenge for the management area of public adiration to select and implement
procedural methods into the performance of pulbiamizations as well in accordance
with their modification concerning the specifiechditions of public sector.

In Slovak Republic according to complete restriumguof public administration
there are introduced not only the formal amendméxtt gradually the modern
managerial systems have been implemented in omémprove performance
quality of the whole system.On of them is the Mo@&lF (Common Assessment
Framework) determined by European Foundation faliguvianagement especially
for the field of public administration. Its creatidvas been inspired by the Model
EFQM which is commonly applied in private sectolARCis a self-evaluative
instrument suitable for assessment and improvemwieptocesses in organizations
in a complex managerial view. The following fieldse investigated: leadership,
strategy and planning, personal management, psinipsrand resources, system of
innovation quality, processes and amendments faetitsn of clients, satisfaction
of employees, influence on society and key resiltfficiency.

Conclusion

The procedural approach is not the only appropmaig how to resolve
the issue of higher effectiveness in public admatgtn. However it can be taken
into consideration as an effective tool of new wafythinking, habitudes and
searching for new possibilities how to inprove pinesent status.

This paper is at the same time part of feasibility study VEGA Nr.
1/2627/05
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PORTALS IN PUBLIC ADMINISTRATION AND ASSUMPTIONS
OF ITS EFFICIENCY

EVA MIHALIKOVA !

ABSTRACT. Electronization of public administration what meaffsring information
and services to public on-line gets into foregroimdhany countries including the
Slovak republic. The article dealts with conditiavfseffective portals which are
standard instruments of e-government.

Key words: informatization, public administration, e-govermeportal

1 Introduction

Informatization of society as a medium of transfation Slovak republic
to knowledge economics is today regard as a phememef modern society. Its
component is informatization of public administoatiwhich could be eventually
named electronization of public administration (@v€&rmnment).

The idea of electronization of public administratias according
Vokorokosova (2001) in its content very simple. Tdiet consists in making
information of executive agency

and local government available to each other ad aslavailable to
citizens through nowadays instruments — interngthivbould be characterizied as
a medium joining informative, commmunication, adiggng and commercial
function. From citizens side is important find tim$oramtion on the basis of their
demands and interests what allowes portals of pablministration.

2 Portal and its types

Portal coud be percieved as a virtual environmenwlich citizen meets
with public administration, where portal represeot® initial point which allows
access to services and information provided byipatministration

1 Ing., PhD Student, Head of Economics Science Dejeent, UPJS in Kosice, Fakulty of Public
Administration, Slovak republic
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Figure No. 1.Portal functioning

Portal should allow in final stage full functionalternative of traditional
communication while it shouldnt eliminate commomywof communication. Its
implementation will accelerate and improve inforimaflows of public administration
towards public. According draft of building up pigthdministration portal it expects:
increase of public administration availability
easier searching and acces to information andcgsyvi

- increase of ability quickly and efficiently reply @ublic demands

- increase of resistance public administration agairsuption, clientelizmus
and abusing

- increase of efficiency public administration in feemance

From natural development of portal results somgyjiss:

Table No.1
Type portals
Nr. Type Description
1. |Basic Setting basic web side with element statirmation
2. |Strenghten Functions of basic type extended tabarger amountof
information, more qualitative content and actuédiamation
3. |Interactive Against previous types supplemented about podsisilof getting

blank forms, information demanding and allowing temts with
responsible employees

4. |Transactional Thig/pe allows legal relevant communication as welt@sying
out financial payments
5. |Integrated It allows transactional communication without redarto

institutional competences
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3 Process of forming portal

To become central portal real gate to sevices afutmation which has
public administration provides it is necessarydmply with following steps:

1. Setting goal (it starts from building initial poitf central portal and
subsequently widening functionality of national i

2.Determining target groups (identifying who for pigbhdministration
carries out its services and gives information omvhis obligatory to publicise
information and which information needs public adistiration

3. Institutional securing (identify who will be resmible for portal and
who will cooperate by its formation and management)

4. Financial security (appointing demand of finandidilities, resources
of its obtaining and intention of its utilising -dwcation, hardware, software,
changing of processes and communication)

5.Determining risks, which could real results fromt neatisfactory
financing, not prepared legislative conditions amditucional securing

6. Apointing time schedule of realization, which coatsewith transmition
of four phases- basic, technological, digital amégrated as it goes about financial
demanding process

7. Support disemination (providing publicity, formati@f positive image
in public perception)

Schematically it is possible to record algorithnstdps as follows:

Setting goal and

Target groups
/ ﬂ Z
: @
” Security 3
% > <— 3
24 institucional financial legislative 4
=)

I

Time schedule of
realization

Figure No. 2.Algorithm of portal formation
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4 Criterions of potal efficiency

Basic starting point of portal building is resp@ttrules and principles
Human Centred Design. It means priority of real deds of users before another
aspects on the basis which could portal be budttdP of public administration
should come out from principle of equality in apgeb too. Eliminated should be
therefore language (multilanguage portal) as welphysical (directive in Braill
writing, colourity) or education (formation of imgtments navigation help so called
call centres) hendicaps.

In respect of transition of portal through differémplemental phases it is
necesarry its ability of adaptation and flexibilit

Frequent criterions efficinecy of portal from usesigle becomes its
accessability, usability and content focus. Fuliht of these criterions increases
satisfaction of users with offering information ergces , visiting of portal and
thanks this it is raising its effeciency.

Accessability- is aimed at side to be opened for maximum numbasers.
Its basic principle is forming of equal opportuedifor everyone through public
accessible electronic services including handicapras To better accessability
could contributes:

- colourity, size of letters, software handglass vension in Braill writing
(for eye sight hurting people). Information providicolourful shoud be available
without colourful discernment too, it should beyaded picture of colours contrast
by colour of foreground and background, on the gemknd should be pattern
which woud decrease reading

- control of side by user, content of side shoud thécsonly when user
activates some element

- transparancy and understandability of informatigmroducing side
shoud clearly describes sense purpose of potiel stiould be obvious, extensive
content blocks is necessary to divide into smaldmguracy units, publicized
information should be available as well as textaaitent of side

- clear and understandable operations, each sidé&ldtenee purposeful title ,
exact content, text on side should user aloneralgpienlarges, position of basic
elements (logo, navigation, main headline) shoelddnsistent on all sides of portal.

Useability means to be the users the most satisfied. It detates how
easy users orients, how quickly they understanganization and control of portal
and which user experience they receives (Niels€A3R To be it fullfills it is
necessary to follows:

- good navigation — each side should contains besidesduction side
reference to higher level in hierachy in web anférence to introducing side,
content and code of side should assume which side already be visited by user,
all sides of more extensive web contains referém¢ensparent web map
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- adequate feedback — user shoul have possibility with his query
which should be liable on web administrator, them®uld be contact places —
email, phone, fax.

- efective searching- portal should be really extendrom aspect of
information and services therefore it is necesgaoyides possiblity of advanced
searching with help of exactly determining condifoand criterions. Such
a searching allowes users irrispective of theinddedges in public administration
area satisfies their demands (Usability of websi@006)

- language mutation — except official language shawldtain possibility
of using portal at least in one world language.

Content — by analysis content it is necessary to monitbeeather the
content is understandable, transparent organizeldvdreather it has sufficient
information value regularly updated. Thereforesihecesary concentrates on:

- transparent organization — information part shdéddivided according
individual sections and that's by suitable waygsliould provide information
through dividing according users groups too, ortgdawhould be separated static
content from dynamic content what contributes teyemnd fast usability

- updating- by each information block has to be tistee date of last
updating, it is especially important by law. Eabkrhatic unit should contain date
of last updating, user should be able to easydindoy which information content
was carried out change of updating

- information value — user should have on portalutiip administration access
to information (basic data, reference to web sidbput authorities, institutions
(obligatory authorities), who are obligatory onuiegment and from own effort provide
information — however up to now obligatory authesitdon’t have legal obligation to
publish information on central portal, user shohlt/e possibility on portal require
information according act number 211/ 2000 abadt frccess to information.

Conclusion

Portals are one of the many instruments which shadntribute to
increasing of civil comfort as well as to image mfblic administration. In the
Slovak republic is the first project of portal ci&gg which serves as a central
database providing datas about all cities, parthefcities and teritorial finacial
bodies in whole Slovakia. Another successful piojsccitizen.sk, it is central
communication portal of public administration fatizZens and enterpreneurs which
nowadays substitutes position of the new-formettralgoortal of public administration
which supposes to become component of publicrif2008.
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TOURIST DESTINATION CLUJ-NAPOCA, ROMANIA

SMARANDA ADINA COSMA *

ABSTRACT. The city of Cluj-Napoca is one of the biggest fré&tomania, an
important academic, cultural and business centrmbine with a various tourist
offer - cultural and historical monuments, a diified portfolio of accommodation
establishments, restaurants, clubs, tourist ageaoig an attractive natural-geographic
space. All those make from Cluj-Napoca an intengstiourist destination for
various type of tourist.

The paper analyses the tourist supply and idestifiee demand for the
destination. The study underlines possible difféation elements for the city
comparing with its main competitors. In conclusievg try to find a correlation
between the offer and the customer needs.

Keywords: tourist marketing destination, regional developmensitioning map,
perception map

Introduction

The industry of tourism represents one of the sectath the highest
development at global level. Romania has almosthallfeatures to be one of the
preferred tourist destinations: it is blessed vatbeautiful landscape, it can offer
different types of tourism (mountain tourism, hagi and cultural tourism, rural
tourism, spa tourism, geo-tourism, MICE tourism -eeting, incentives,
conferences and exhibitions —, seaside tourism)itahds a diversified supply of
lodging capacities. Despite this, the travel andrissm economy (direct and
indirect impact of visitor activities, capital instenent, export and government
services) contribution to Romanian GDP varied adothie 2%. The causes for the
small percentage are multiple, various and comglex:slow pace of privatisation
process in tourism and hotel industry; the degradaof the existing lodging
capacities; an old road and railway infrastructahe; lack of financial resources;
the absence of a strategy for tourism developmentat@onal level etc. Probably
these are the reasons why in the last few yeaeltand tourism sector has been
identified by Romanian government as a focal pofnthe National Development
Plan. Despite healthy economic growth over recedtry, Romania’s population
still remain one of the poorest in Europe.
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The WTTC has forecasted for 2006 that travel angigon economy is
expected to contribute 4,8 per cent of Romania’s?GIhd account for 485,000
jobs (5,8% of the total employment). Over the n&8tyears travel and tourism
sector is forecast to achieve annualised real dgrai6,7% and 1,6% in terms of
employment. In 2016 the share of GDP will be 5,8qamnt.

A study of Romanian National Institute for Reseaarid Development in
Tourism (INCDT) reveals that from a total of 5.8 tourists in 2004 (INCDT 2005):

- 47,63% choose urban tourism,

- 14,29% mountain tourism,

- 13,17% seaside, including Constanta,

- 12,21% spa tourism,

- 1,29% Danube Delta,

- 11,41% other forms of tourism.

For the first nine months of 2005 the number ofaurlourists increased
with 6,67%. From those, 54,92% were Romanians &@8% foreign tourists.
The average length of their stay was 1,8 daysidband the average occupancy
rate was 36,19 per cent. The research shows aestitey situation regarding the
occupancy rate for different types of lodging cafies: the highest value (42,7%)
is for 5* lodging units, followed by 1* (37,79%) @r8* units (37,67%). The total
revenue for lodging capacities increased with atm®@ per cent in 2005
comparing to the same period in 2004 (INCDT 2005).

During 1999 and 2000, the National Agency for RegloDevelopment
was created and Romania — for a better developrmemas ‘split’ in 8 regions
(North-East, South-East, South-Muntenia, South-V@d&tnia, West, North-West,
Centre, Bucharest-llifov), with a regional branchthe Agency functioning in each
region (figure no. 1). The North-West Region in@dadé counties (Cluj, Bihor,
Maramure¢,, BistriBa-d¢iud, Satu-Mare, &aj), representing around 15 percent
from the total Romania’s territory and is situatad the fourth place taking into
account the population and the area. Cluj coungjtimted in the heart of historical
province of Transylvania and is one of the mostdrngmt communication point
(roads, railways, airway) in the country. In theujGtounty, the urban population
represents 67,2%, even if in Romania, in totab2s7%. The average net wage in
Cluj county is 728 RON (around 210 EUR). The dgnisit105 peoples/ kmCluj
county represents 2,8 per cent of the Romaniaitasrrand is one of the most
important communication point (roads, railways,waiy). The 52,68% of the
population works in services and trade. The mamei§m investors of the Cluj
county is Hungary with over 117 millions $ (ADR NoiWest, 2000).
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Figure 1.

Its economy is one of the most balanced developath Romania. The
most important sector is the manufacturing withtianover average per enterprise
about 1388000 RON, in the second position is t@hsgtorage and communications
(with turnover mean about 949000 RON) and the tpiodition came wholesale
and retail (723000 RON) [2]. Hotels and restauraetdion represents 1,09 % from
the total taking into account the evolution of twar for the active enterprises.
Regarding the structure of Cluj economy by sizesslalmost 87% of the active
units are micro enterprises, with less then 10 eyg#s and the number of macro
enterprises with more then 250 employees is j&st%,from the total.

Cluj-Napoca, the municipality of the Cluj countg,the second city in the
national hierarchy as a polarisation potential raftee capital — Bucharest - ,
influencing the entire Transilvania. Cluj-Napoceoige of the most important and
biggest cities in Romania and is the only one & Morth-West Region with over
300.000 peoples. The City of Cluj is considered'theital of Transylvania’ because
it is an important academic, cultural and businemstre. All those factors make
from Cluj an important tourist destination for v@ars type of tourist.

The initiative of Cluj-Napoca City Hall regardinlyet tourism development
strategy at the local level as a potential sourfcenaeasing the total revenue is
welcome, but the strategy was formulated late, bglthe end of 2005.

From the accommodation establishments point of vi€j county is
situated on the ®place out of 41, representing around 3,5 per oérhe total
Romanian number of hotels (table no. 1).
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Table 1.

No. County Number of hotels Number of hotels (%)

1 Harghita 773 11,957

2 Constanta 745 11,524

3 Brasov 622 9,621

4 Prahova 514 7,951

5 Maramures 340 5,259

6 Suceava 309 4,780

7 Bucharest 276 4,269

8 Sibiu 269 4,161

9 Clyj 220 3,403

10 Valcea 200 3,094

Compared with the county rank, Cluj-Napoca -the ipality- stands on

the third place after the capital Bucharest andiJoara (table no. 2).

Table 2.

No. County Municipality Number of hotels

1 - Bucharest 83

2 Timisoara Timisoara 33

3 Clyj Cluj-Napoca 30

4 Constanta Constanta 23

5 Brasov Brasov 15

6 Arges Pitesti 15

7 lasi lasi 12

8 Sibiu Sibiu 12

9 Arad Arad 12

10 Suceava Suceava 11

The occupancy rate decreased in the first nine Insoot 2005 at 37,89%
from 44,4% in the same period of 2004. On the otteard, the average turnover
increased with 4,67% in 2005 compared to 20041 ZZBRON.

The tourist offer for Cluj-Napoca has a great \grie

- cultural and historical monuments (medieval and emodnonuments,
churches, museums, festivals, exhibitions);

- a diversified portfolio of accommodation establigimts, restaurants, clubs,
tourist agencies;

- an attractive natural-geographic space.

Despite this, for now, Cluj-Napoca can not compeitts Bucharest — the
capital and with other municipalities, especiallifhaTimisoara, from the foreign
investments and the business opportunities poimtes¥ or with Bra¢ov and Sibiu
for the leisure and cultural tourism.
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The number of tourists in Cluj-Napoca increasedstamtly in the last few
years (figure no. 2):

300000 +
250000 1
200000 1
150000 -
100000 -

50000 -1
0 4

2001 2002 2003 2004

Figure 2. Number of arrivals in Cluj-Napoca

Material and methods

For our investigations we used exploratory, deiedpand causal research.
We obtain primary and secondary data through: ssizdi data and published
studies; visits and accommodation establishmenbssites analysis; two personal
(face to face) interviews based on short questioesma- one for the demand and
the other for the supply; the information we goswaither sensitive, nor threatening;
we used clear, unambiguous, structured and unstaedijuestions; for the tourist
supply we got responses from a representative gafu@4 accommodation
establishments out of 45 (75.55%); for the touwtistnand we used for identifying
the representative sample STATGRAPHICS soft; fetaendard error of +0,03 the
sample was 1068 tourists; SWOT analysis for thesbdestination.

Results and discussions

A. Tourist supply

Cluj-Napoca’s accommodation establishments reptesennd 56% of the
Cluj county [6]. We investigated the situation @téls on Cluj-Napoca’s crowded
market. The starting point in our investigation was explosion in the number of
the lodging capacities. In 1990 the number of Isoial Cluj-Napoca was 10.
Between 1990 and 1999, the number of hotels inBagoca grew slowly from 10
to 17. At this moment are more than 60 accommodagistablishments on the
market. Our study revealed that 50% of Cluj accoaemion establishments are
hotels as figure no. 3 shows.
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Types of Accommodation Estabishments
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Figure 3.

We included in our further research only hotels.tBg end of 2005 (30
November 2005) on the Cluj hotels’ market we welie do identify 29 hotels
which had the up-dated authorisation. Unfortunatetythe beginning of 2006 one
of the hotels — Continental — was closed. From £the hotels, 50% were open
between 2000 and 2005. The development of Cluj-NMapaccommodation
establishments was triggered by the need for variypes of accommodation
services and by an easier access to financial rese@bank loans mostly) between
2000 and 2005. Figure no. 4 presents Cluj lodgaqgacities’ structure using the
year of construction.

The Year of Construction

25%
Before 1989

50% 11%

After 2000 Betw een
1996- 2000
14%
Betw een
1990-1995
Figure 4.

Our study revealed that 83% of the operational iloglgcapacities are
small, offering under 50 rooms, as the figure nsh&ws.
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Number of Rooms
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Figure 5.

After the retrenchment of Cluj Continental Hotelred by the Continental
Inc., we have for the moment only one hotel chainhe Cluj hotels’ market (Best
Western Topaz). The situation would not be so senfpr the following years
because two of the hotels (City Plaza and Capébpliry to enter with new entities.
For the moment, Capitolina owns another 3* hotel tire single Apartment Hotel
on the market and City Plaza want to extend itadbrzot only in Cluj, but in other
important cities from Romania, like Tigaiara.

We want to highlight that only three (Hotel BelvegleHotel Sport and
Hotel Vladeasa are owned by Unita Turism Inc.) 8flidtels are owned by big,
incorporated companies (and this are hotels premer@luj market before 1989)
and one — Hotel Victoria — is owned by the locdhatities. Small companies own
the others 25 hotels — at least from the numbengiloyee point of view.

Almost a half of these lodging capacities are ideliin 3 stars category —
using the National Stars’ Classification System Hrasecond place is taken by 4
stars hotels. Figure no.6 present these situations.

National Stars' Classification System

7% 1 star

L

29% 4 star 21% 2 stars

43% 3 stars

Figure 6.
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Analysing the Cluj lodging capacities location, tunclusions are mixed:

- 8 hotels - Hotel Agape (hidden location), Hotedteor, Hotel City Plaza
(hidden location), Hotel Victoria, Hotel Melody Qeal, Hotel Fullton (hidden
location), Hotel Cristian, Hotel Vladeasa - araiaied in the city centre, but the
location for 3 of these hotels can be considerddédn (those hotels are not situated
on main streets or on open places); a strangetisituean be observed for Hotel
Cristian (2 stars) which is located in the verytldrCluj market; we consider that
this location limits the type of potential clierfits this hotel;

- 2 hotels (Hotel Pax and Hotel Beta) are situadeg near Cluj's railway station;

- the other 18 hotels are situated near city cemtreould be considered
hidden; a peculiar situation for Hotel Olimp — lii€ation is behind a construction
material warehouse and many potential clients igtioe hotel.

) Sof Agoncy e harionlinsro

ENCET e x
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Figure 7. Localisation map
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If the hotels opened between 1990 and 1999 coultbssh a hidden

location due to the lack of lodging capacities dgrihat period and an increasing
demand — allowing them to keep their clients, tbeels opened after 2000 could
not afford to copy that behaviour without a googtstgy and without a good co-
operation with travel agencies. Their only strengthwhen a hidden location

situation is discussed — is the small lodging capaaften under 50 rooms.

The information gathered through the interviews aodne analysis of
web-sites, was used for the construction of a jpmsitg map. This positioning map
uses 2 dimensions: the price (axis Oy) and the eumbservices (axis Ox) offered
by Cluj hotels. The prices are between 22 EUR d®IHUR (average 46.52) and
the number of services varies between 5 and 224ge€l5.52).
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Figure 8. The positioning map
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The positioning map shows the position desiredhieyhiotel on the market;
it does not represent the customer point of viewhenhotel services’ quality and
prices. The map has 4 quadrants:

- in the high-high quadrant there are 17 hotels/ilogigapacities;

- in the high-low quadrant there are 1 hotels/ lodgiapacities;

- in the low-high quadrant there are 3 hotels/ lodgiapacities;

- in the low-low quadrant there are 7 hotels/ lodgiagacities.

The map shows that the correlation exist betweeoegr number of
services and hotel/ lodging capacity category (nemab stars). The most crowded
quadrants are high-high and low-low, but therenisugh space for new hotels, if
they choose a right balance between services @&webpihe quadrant low-high, also,
shows that the existing and/ or new hotels coute ohore satisfaction to their guests.
Unfortunately, one hotel is in the high-low quadravhere they should not be.

This negative situation — from the consumer poihtview — could be
explained by the fact that this hotel is situategrnthe main Exhibition Centre
from Cluj-Napoca and probably try to exploit itg&isation.

We like to highlight that the average prices atatieely high (46.52 EUR
— around 18% from the average wage/ Romanian ecprinn2005) and the
average number of services is relatively low —aict fvery few lodging capacities in
Cluj level the international standards for theitegry’. This situation is generated
both by a level of demand above the market offer lay a low level of clients’
expectations regarding the number of services samddname.

Study about the hotel’s role in promoting the culll assets of Cluj-Napoca

From tourist point of view, Cluj county can be ciolesed an access gate to
the Western Carpathians, an area with a greatstopotential due to the beautiful
landscapes, the picturesque villages, the geologfenomena and precious flora.
But the city offer also important cultural elememntbich define the historical
evolution of life in Transylvania.

Some of the important cultural assets includedlin-Bapoca tourist offer
are the following:

2 This situation must be appreciated with a lot lekibility, due to the fact that the classification
systems vary widely all over the world and — somes — these systems are not compulsory.
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The Botanical Garden is an appreciate
place of recreation and a valuable research res
for students and researchers, having conneg
with 450 similar institutions from 80 countries.d
garden spread on 14 hectares and constitut
largest green area of CIbdjapoca, displaying a lar
variety of flora specific to every season. The Ga
hosts the Botanical Institute, the Botanical Muse
a Herbarium, a Roman and a Japanese Garden

The St Michael's Cathedral is one of
oldest and most appreciated Transylvam@mument
of gothicarchitecture. It was built between 1350
1487, and the altar is the oldest part of nowad
building, dated from 1390. The church is
preserved and outside, in the right there is pldice
Statue of Matei Corvin. The statue dated from 1
when Hingarian authorities decided to make
state to commemorate 450 years from his birth
400 years from his death.

The Memorial Matthias Corvinus House —
it is known as the oldest lay building in Cluj-

Napoca, well preserved and having many fund
along the time. Built around XI\XV centuries i
gothic style, along the time, the outer walls v
altered with Renaissance elements. For a whil
house hosted the Ethnographic Museum and
1950, the owner of the building is The Design
Fine Arts University. The Institution organizes h
many temporary exhibitions for its students
professors, which do not however affect the bugidin

61

ion



SMARANDA ADINA COSMA

Ethnographic Museum of Transylvanig
is the largest museum of the kind in Romania.
museum was founded in 1922. TE¢hnographi
Park, part of the Ethnographic Museum, is currg
the first operair museum in Romania and the s
in Europe. It was founded on April 12, 19
Nowadays, the park exhibits the following items
peasant technical instatlons; 5 workshops, ]
households comprising 90 individual buildir
featuring the regions of Maramures, Tara Oas
Nasaud, Secuime, Campia Transilvaniei, Zaf
Podgoria Alba, Mocanimea Muntilor Apuse
Depresiunea Calatele, Bran, Bistrita (sasi)rdbiu;
3 wood churches and a cemetery gate. Among
array of exhibits, 19 date from 1678 to 1913.

n —

The Babes-Bolyai University Cluj-Napoca

was established in 1581 and it is the largest ity
in the country. With more than 45,500 students
university offers 105 specialisations, of whichréharg
98 in Romanian, 52 in Hungarian, 13 in German,4
in English The university was named after 1
prominent Transylvanian scientists, the Romg
scientist Victor Babe and the Hungarig
mathematician Janos Bolyalhe university has 2
faculties and over 1,700 faculty members.
University offers bachelor's, master's, and R
degrees, along with advanced postgraduate studie

=

ind

nian
in

Fortress Hill —got its name from th

fortress built there, the old
representative of baroque secular archite
in Transylvania. Dominating the histori
center of the city, the fortress was build in
18" century, in order to ensure thentrol of
the city, more than for defensive purpo
With an altitude of 405 meters, this place d
to tourist one of the best panoramas of the
and the surrounding hills, rivers and e

Austrian

mountains.

The National Art Museum, branch of C
— is the érmer Banffy Palace, built by a Gern
architect between 1774785. Starting with 1951 t
building has a cultural destination hosting
National Gallery. The museum was developed
the original collections of the Transylvan
Museum, making today ¢hmost valuable nucle
of the patrimony of The National Art Museum. 7
National Gallery offers a fourcentury synthesis
Romanian art with a stress on the art
phenomenon in Transylvania.

Regarding the cultural potential given by eventsj-8apoca has a stable
calendar of festivals and other socio-cultural éveri local interest and some of
them gain an national and international attractidocasionally Cluj hosts festivals
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or cultural events, like this year The MTV Music Amls Romania, the first edition
organized outside Bucharest, which could develdfwa of tourists. The main
important cultural events are:

= Lucian Blagd International Festival

= Toamna muzicala clujeana Festival (Fall Cluj MUséstival)

= The Transylvania International Film Festival'{ &dition in 2006, one
of the prime cultural events in Romania)

= The Puck-Animafest International Marionettes Fetsi(3" edition in
2006 and will participate 10 theatrical companiesiRomania and 7 from Europe)
Zilele municipiului Cluj-Napoca (Cluj-Napoca’s Dgys
Ziua Europei (Europe’s Day)

Beer Festivals

The Wine Festival
ManlInFest Theatre Festival
Delahoya Rave Festival

Based on these we can say that Cluj-Napoca is paortant cultural city,
which offer a wide range of cultural values foreirgsted tourists. The main
problem remains the promotion of cultural image #me interest of companies
from tourism infrastructure to develop that kindastivities and services.

The basic assumptions that we tried to verify sdtudy were:

1. The hotels are aware of playing a role of cultunglssengers on the
tourism market

2. The hotels want to be involved in cultural actedionly when those
activities are related to the hotels’ image in tirket or when their products are
involved.

3. The hotels are so oriented toward the businessesggof clients that
they ignore the potential of cultural tourism, doetheir impossibility to forecast
the benefits which can result from it.

First of all, our intention was to identify if CHjapoca’s hotels have any
perception of the possibility to play a culturaleran the market. Using a Likert
scale for measuring their responds, 1- stronglgeds — totally disagree, results an
average of 2.16. We interpret this result as anomamnt interest of hotels for
developing cultural tourism and for attracting thype of clients. 70% from the
managers inquired about this matter, believed ttathotel can play the cultural
messenger role. The question address to them wgenigral, so the results do not
refer to the effective implications of hotels instldirection. But it is a positive sign
the fact that the Cluj-Napoca'’s hotel managersaarare of this potential.

Further more, we were interested to identify whick the most specific
elements — considered important - that hotels hapeolding the cultural activities
offer by hotels. It had resulted a quite balange@ad among architecture, interior

AR

3 Lucian Blaga, Romanian philosopher, poet and dramaB95- 1961.
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design and cultural events. Nevertheless, cultwahts were indicated in a higher
proportion because they are the most dynamic elenveimch assure the growing

flow of tourists. Even if the cultural events tl@ahotel can organize are at of small
dimensions, like exhibitions or local meetings, thenagers know and understand
the potential for their hotels by participatingsagporters for unroll some events at
a higher scale in the local community.

architecture,
28.6

cultural
events, 47.6

interior
design, 23.8

Figure 9. Holding element for playing the role of culturakssenger

We correlate these results with other specific nmi@tion about the
distinctive elements of the hotels; in the firssipion was indicated logo, symbol.
In the last position were indicated elements ddrior design and architecture. We
concluded from this that hotels are not interestedreating a unique image for
themselves, based on cultural values or asset® &fpihis, our study reveals that
almost 11% from the hotels indicated that haveistaimwith cultural purpose for
visiting the city. This figure is not much, comparesith the business segment,
46.4%, but represents a stable and promising stialent market.

The benefits of the cultural tourism are first tffar the local community,
because all people involve in creating the tounpsiokage of services will gain the
opportunity to develop their business and in tlemsd level the tour operators and
hotels because they can create a special packagerndgtes addressed for this
types of clients. Knowing that the most importaggrments of cultural tourism it is
represented by foreign clients, the economic dg@veémnt at individual level and as
a whole it is obvious. The hotels inquired seemnadd see the direct positive
impact on tourists flow.
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Figure 10.The results assuming by hotels from promotinguraltactivities
(a — attract foreign tourists, b — attract moreisig, ¢ — creating an identity in the market, d
— no changes in tourists flux)

The cultural activities chosen to be promoted lgytibtels were in the first
place, representing 35%, and consisting in pregentainside the hotels of some
actions with cultural specific like wine tasting gpecific food preparations. In the
second position, with 26%, were indicated the atiibn and organization of some
cultural events of small scale, but important oocaloarea. On third place, was
place the use of the hotel’s interiors as a spacedrious exhibitions. The results
highlight the hotels’ interest for those actionsehihcan be managed by themselves
and promote the hotel on the market. Spite ofrégssilts, until now, there were few
initiates in organizing such cultural activities thye Cluj-Napoca’s hotels, the most
common being the hosting of exhibitions in the \pbbhe study reveals that the
hotel managers are aware of how the cultural toudsuld be put to work for their
economic benefits, but are not interested to deemor

In general, the hotels from Cluj-Napoca are coreg¢ed on the business
clients and gradually become aware of their rolewiral messengers. They do
not think at the competitive advantage the uniqagures can offer and to become
a tourist destination by promoting and organizingtwral events in correlation
with the business tourism is a strange idea.

B. Tourist demand

The second part of our research analyses the derean@luj-Napoca
tourist market. We compared our results with th®rimation obtained by the
Romanian National Institute for Research and Deraknt in Tourism in 2005
[10]. Even if the sample is representative forltBtamania, the research of INCDT
regarding the Cluj-Napoca market was applied oal2@ tourists. From those, 6
were managers and they came in Cluj-Napoca fomkasi The study does not
underline an important category for Cluj-Napostudents There are enclose in
“other” category. Most of the results are similbut our study will complete the
obtained information.
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Our research reveals that the main purpose ofingsiCluj-Napoca is
personal interest, followed by professional tragnind business (figure 11). In
“personal interest” category are included the nedat and friends of the students
and of the residents who, most of them, do nottlisdodging capacities and also
persons how come for medical services.

transit other leisure
7% 5% 12%
business
18%
personal
interes
24%
profesional
cultural training
13% 21%

Figure 11.— The purpose of the visit

The tourist choice regarding lodging capacities €oto support the
information obtained from the visit purpose in GNapoca.

The preferred lodging type is offered by relatieexl friend and on the
second place are hotels. From the meals point e \WCluj-Napoca tourists use
restaurants, followed by fast-foods units. “Othestegory includes meals taken at
relatives and friends (figure 12).

The high percentage of personal interest visits &orrect correlation with
the accommodation at relatives and friends.

Almost half of the tourists prefer to stay in CNigpoca 2-3 days. The
average period is higher compared with the avetaggth of stay in Romania
which is 1,8 days. This mean that tourists comee@afly for weekend to visit
their relatives and friends (figure 13).
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other
14%

friends
relatives
38%

hotel
27%

pension
vila 14%
7%

cantee

16%

other
20%

restauran
39%

fast-food
25%

[

Regarding the allocated amount of money, the ttsuds not spend very
much. The majority spends between 100 and 500 RiQg 12), which represents a
low amount compared with 1440 RON - the result iobtay the Romanian
National Institute for Research and DevelopmenTdurism (INCDT). This big

Figure 12.Preferred lodging capacities and meals

over 7 days
15%

4-7 days
22%

1 day
18%

2-

3 days
45%

Figure 13.Length of stay

difference can be explain by the purpose of thé:wisr study reveals that the

main purpose of the Cluj-Napoca’s visit is persométrest (24%), followed by
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professional training (21%) and business (18%) ianithe INCDT'’s research the
main segment is business and professional traii@@%o) and leisure (20%). Also,
the result can be explained by the fact that theidts stay especially at relatives
and friends and they don’t spend money for acconatiol.

RON

Figure 14.The allocated amount of money

We obtain for the perception of the tourists regaydCluj-Napoca
cleanliness 3,7 points out of 5, which is a mediasult (1 — dirty, 5 — clean).

For tourist services offered by Cluj-Napoca, théjscts ranked the city
very well: 1,9 points, where 1 represent very geodl 4 very bad. The best
evaluation was obtained for food and beverage oesyi followed by
accommodation services and business environmdaié (@. 3).

Table 3.
Tourist services Points (1 — very good, 4 — very bad
Accommodation 1,78
Food and beverage 1,77
Tourist attraction 1,92
Commercial attraction 1,85
Business environment 1,79
Residents attitude 1,96
Transport infrastructure 2,28
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The tourists agreed that Cluj-Napoca is one ofrthegéferred Romanian
destination (2,33 points, where 1 — total agreesndotal disagree).

Most of the subjects perceive Cluj-Napoca as b@ngacademic centre
and only at a big distance a business and culterate (figure 15).

tourist cultural

0,
commercial 9% 12%

6%

business /
15% E

Figure 15.Main characteristic of Cluj-Napoca

The most needed information for tourist guide asi#y map, tourist
attraction, public transportation, cultural objees and bar and clubs list.

The identification data for the respondents aregred in figure 14 a) and b).
The Cluj-Napoca’s tourists are young, 41% betwdeBQ®years and 27% between 30
and 40 years. Most of the subjects were malesthisupercentages are nearly, with
higher education (46% undergraduates and 27% vgthdthool, where are included
the students). The revenue of the tourists is uthdeRomanian average wage. These
results come to support the main purpose for ngsiGluj-Napoca.
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a) Age and gender of the respondents

Age Gender

above 60
50-60 2%
6%

under 20

40-50 .
0 /
o p: female
male 43%
20-30 57%
41%
30-40
27%
b) Education and revenue of the respondents
Education Revenue
above 1600
postgraduate 18% - under 400

9% 24%

basic

high school
27%

undergraduate
46%

1000-1600
22%

college
13%

400-1000
36%

Figure 16

Cluj-Napoca tourist market slowly becomes a contpetiand crowded
one, but the competition is tough from Romanian iatefnational destinations. To
summarize all the analyses before we can conclode Gluj-Napoca has three
major tourist segments:
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Table 4.
Segment Main Comments and objectives
competitors
Academic  tourists (studentgBucharest - Cluj-Napoca is well known in Romania
professors, tourists oming forTimisoara - Purpose: to maintain and déwe its secon
professional training who are |lasi place after Bucharest

connection with the CluNapoca’
universities and persons who cg
for medical services offered
university hospitals)

Business tourists(come for th{Bucharest developing business centre, offering 1
developing environment offered | Timisoara opportunities but can not compete with

Cluj-Napoca’s market) capital — the preferred gte for makin
business; hard to compete with Timisoara w
was more opened to the foreign investors

1990 and now is more developed compa
with Cluj-Napoca business environment

- Purpose: to be in the first 3 options on
foreign investors list

Cultural tourists (come for th(Sibiu - Cluj-Napoca is an interesting cultural desting
medieval town, cultural attractiof Sighisoara but it can not compete with the competitors frog
festivals, events offered by CliBrasov cultural attractions point of view

Napoca’s market) - Purpose: to develop cultural events and fes

(like TIFF) and to multiculturaktake on the str
line: “Cluj-Napoca —heart of Europe”

The correlation between the demand and supply isvexy appropriate.

Even if the evaluation of Cluj-Napoca’s touristvéegs is good, the accommodation
offer can be developed for the main segment — aw@d@urism. This segment is
ignored in the present. To avoid the competitiartucal tourism can be seen as a
supporting product (extra product offered to adtleao the core product - the
reason of buying - and help to differentiate itnfrohe competitors) of academic
tourism. Cluj-Napoca market is focused now on tusiress tourism and the local
authorities try to offer an attractive environmdat the investors. In plus, the
accommodation offer is orientated in this directiéior now, the 3, 4 and 5*
accommodation establishments offer is complex antthe last few years there is
no change in 1 and 2* supply.

Conclusions

At international level since 1990s the trend inehatevelopment was to
differentiate any new hotel from the existing otheEven big integrated hotel
chains capitalize this differentiation strategyypolg with local architecture and
design elements when they open hotels abroad. tfdtegy to be different is more
important for small hotels, if they want to comp#te crowded market. If we add
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to this the trend which suggest that any hotel toeist in its own way — the ambassador
of its town or region through architectural and/ a@esign elements, interior
decorations, the use of lobby and other publicepas art galleries and through its
atmosphere, we have an almost complete picturénaf & modern hotel must be.

In our study we included localisation, number alvges, architecture and
design elements in our trial to identify distinetifeatures for Cluj hotels, as part of
a differentiating strategy. As we already revealethe end of our discussions, we
were able to identify few hotels in Cluj with soutistinctive features, which can make
them different from their competitors. It becamedyally clear for us that the management
teams of Cluj hotels do not have in mind a difféating strategies, otherwise those
hotels with some distinctive features would haveitedized on those through
thematic design and would have include these elemieitheir presentations.

We must add that the hotel chain penetration gtidpoca’s level is very
low — only one hotel (Topaz) is affiliated to B&gestern. Before its closing, Hotel
Continental appeared — on various websites — w@ffid@ted with Minotel (the Swiss
voluntary chain). When we tried to double checkittiermation, in December 2005,
using Minotel official site — www.minotel.ch we could not found any information
regarding Minotel presence in Romania. Due to fiigsation, we consider that
only one hotel — out of 28 (representing 3,57%Hpffliated to a hotel chain,
compared with the hotel chain penetration ratecah&ia’s level of 2.19%using
the number of hotels.

Cluj is an important tourist destination, but ilngoetes with other tourist
destination all over Europe. In this context, tlvaldy and unique features of Cluj
lodging capacities are important. If the lodgingagities available for Cluj would
not develop distinctive features, Cluj as toursstthation would loose momentum
and its lodging capacities would have to face amip future.

A draft of strategy is in place for tourism devetlmmt at regional level.
But the public authorities of city of Cluj and cawurof Cluj, too, must take into
account the strategy formulated at regional lewel must try to implement it. This
way of action could give to hotel owners a hint abehere the tourism market is
heading and — probably — they would start to a4 haotic and more in harmony
with their clients need, becoming ‘ambassadorgityfof Cluj.

We must wait and see if some Cluj hotels wouldlyeddre to be different
or they would play the same ‘copy the competitdtitede and what this would
bring for Cluj hospitality market. With more tha® 6odging capacities on the
market, to be different is a must.

4 Data were calculated using the information avégldly the end of November 2005.
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DISCLOSURE OF RELATED PARTY TRANSACTIONS
IN SOME EAST EUROPEAN COUNTRIES

ADRIANA TIRON TUDOR *

ABSTRACT. This paper purpose is to analyze how are respeahtedisclosure
requirements under OECD Corporate Governance plaxand also under the 24
International Accounting Standard about reportietated party transactions in
some East European countries, knowing that a stdiaglosure regime that
promotes real transparency is a pivotal featurenmafket-based monitoring of
companies and is central to shareholders’ abititgxercise their ownership rights
on an informed basis.

Keywords: related parties, compulsory and voluntary disadlesu East
European countries

1. Introduction

1.1. Generalities

Related parties are common characteristic of comenend business.
Many companies develop activities through subsjdiar associated enterprises.
Also a company can control or exercise signifiaafluence on the financial and
operating decision of other company. Between a emymnd its controlled or
significant influenced companies usually are depetbdifferent relationship and
commercial transactions.

It is essential for the market to know if a compam®erform her activity
alone, independent on normal markets terms or dhgpany is in a related party
position with other companies.

A related party relationship could have an effatttlee financial position
and operating results of the reporting enterpri®delated parties may enter into
transactions, which unrelated parties would natreinto. Also transactions between
related parties may not be effected at the samersisias between unrelated parties.

Accounting recognition of the transfer of resouscaormally based on the
price agreed between the parties. Between unrefmgiks the price is an arm’s
length price. Related parties may have a degrdeexbility in the price-setting
process that is not present in transactions betweexated parties.

1 Associate Professor, PhD, Department of Accouniagulty of Economics and Business Administration,
University Babes Bolyai Cluj Napoca (Romania)
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The importance of related parties, transactions islited parties and disclosure
it is underlined by international organizationselikOrganization for Economic Co-
operation and Development (OECD), International odating Standards Committee
(IASC), Committee of European Securities ReguldtoESR), and EU Commission.

Related parties and reporting related party trdiegecrepresents disclosure
requirements under the OECD Corporate Governanceifes and also under the 24
International Accounting Standard and related gaitiiansactions are current debates
at European and international level.

1.2. OECD principles of Corporate Governance

Adopted in 1999, OECDprinciples represent the worldwide guideline in
the area of corporate governance. The Principlpeesent a common basis that
OECD Member countries consider essential for tveldpment of good governance
practice. They address to the specific problemgéisalt from separation of ownership
and control.

The OECD Principles are fully relevant for the pdilyl traded companies
and may be useful also in improving corporate goaece in privately held or
state-owned companies.

In most corporate governance cotedisclosure plays a central role:
companies disclose, in their annual report, how theal with corporate governance
issues. This information should conform to the ¢ederovisions. Disclosure
therefore is a key element in all code driven gomace systems, while conversely
markets will strongly influence the governance picas. Imposing disclosure, the
codes expose a company and its board to justificabutside criticism and most
importantly to market assessment. In general, boaedbers will protect their
reputation and will voluntarily adhere to good gmance practices, even in the
absence of formal codes.

Companies respecting the discloduamd transparency principle ensure
timely and accurate on all material matters regardihe corporation, including
the financial situation, performance, ownershig gavernance of the company.

2 The Organization for Economic Co-operation and DEpraent

3 www.ebrd.com - Law in transitiorstrengthening corporate practices, 2006 ,

4 www.oecd.org- Principles of Corporate Governand@420

® Disclosure should include but not be limited tatemial information on:

a. Major share ownership and voting righ®ne of the basic rights of investors is to be infed
about the ownership structure of the enterprisethail rights vis-a-vis the rights of other owners.
The right to such information should also extendnformation about the structure of a group of
companies and intra-group relations.

b. Remuneration policy for members of the board agyl éxecutivesand information about board
members, including their qualifications, the setattprocess, other company directorships and
whether they are regarded as independent by the.boa

c. Related party transaction$t is important for the market to know whether t@mpany is being
run with due regard to the interests of all itseistors. The company must fully disclose material
related party transactions to the market, eithéividually, or on a grouped basis.
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About the methods to use for price the transactimt&een related parties,
OECD and IASC recommend the same methods: comgataidontrolled price
method, resale price method or cost plus methoehe8mes no price is charged or
transactions would not have taken place if thetiseiahip had not existed.

1.3. International Accounting Standards 24 -Relat@arty Disclosures

A key element of accounting regulation current atiohs in Europe is to
provide financial investors with more accurate gmécise information about
entity's activity.

The objective of IAS 24is to ensure that financial statements contain the
disclosures necessary to draw attention to theiljbiysthat its financial position
and profit or loss may have been affected by thstexce of related parties and by
transactions and outstanding balances with sudfepatAS 24 present the related
party concept, related party transactions, theeélparty issue with the methods
used to price transactions between related patidshe disclosures requirements
regarding the nature of the related party relahgs as well as the type of
transactions and the elements of the transactieosssary for an understanding of
the financial statements.

In most east European countries, annual reportscamnently prepared
following national accounting standards, which ewdren meant to be consistent
with IFRS do in fact differ substantially from theon specific issues. This is
especially the case regarding inflation accountingdisclosed liabilities, and
valuation of assets and reporting of related partiansactions. This situation is
changing with the adoption of full Internationaln&ncial Reporting Standards
(IFRS) by listed companies from EU members or fitorembers. In this sense a
special attention should be given to consolidatiequirements and related party
rules, because these countries haven't developeaictice for it.

1.4. European Directive on Minimum Transparency Rétements for
Listed Companies

In December 2004 The European Council and Parliaimeare approved a
new Directivé on minimum transparency requirements for listemiganies, which
will be applied by EU Member States within two yeaf its publication in the
EU's Official Journal.

The Transparency Directive establishes a genetmjation for all issuers
of shares, whether they have to prepare the halfyyeeport in accordance with
IAS or not, to include in the interim managemenpar¢ disclosure the major
related party transactions.

® www.ifac.org- IAS 24

" The Directive completes a package of FinanciaViSes Action Plan measures adopted over the last
period— including the IAS Regulation, the Market AbwDirective, and the Prospectus Directive —
to establish a common financial disclosure regigress the EU for issuers of listed securities.
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In CESR opinion the following information must be discldsabout major
related party transactions:

(a) The nature and extent of any transactions, lwhie - as a single
transaction or in their entirety - material to tlssuer. Where such related party
transactions are not concluded at arm's lengthjigiecan explanation of why these
transactions were not concluded at arm’s lengththéncase of outstanding loans
including guarantees of any kind, indicate the ama@wtstanding.

(b) The amount or the percentage to which relatatigransactions form
part of the turnover of the issuer.

CESR believes that a reference should instead loie t@alAS 24, which
already provides appropriate definition of relgpedlty transactions.

The half-year financial report should instead dégcthe most significant
events that have an impact on the financial pasitiod performance of the issuer
since the last annual report. In this sense is tisederm “major related parties
transactions”

2. Methodology

Knowing that a strong disclosure regime that pr@satal transparency is
a pivotal feature of market-based monitoring of pamies and is central to
shareholders’ ability to exercise their ownershghts on an informed basis, the
aim of our article is to research the status obrépg related party transactions in
some East European countries.

We intend to find answers at following questions &ytransnational
comparative approach:

- How ‘related parties’ are understood in each cg@nkor this purpose we
intend to analyze the concept of related partiesaich countries legal framework:
companies law, accounting law, fiscal law, comipgtitaw and others laws to find how
are defined related parties and related partiasacations.

- How ‘related parties™ are regulated by nationald@ For this purpose we
intend to analyze the reporting requirements fegalework, companies Law, accounting
law, fiscal law and others laws to find the compylglisclosure requirements.

- The existing legal requirements for reporting rdaparty transactions
and the manner in which they are implemented gpalida of ensuring appropriate
transparency and disclosure? For this last purpasanalyze the reports of OECD
and Word Bank for each countries regarding theatatp governance implementations
and the conformity with OECD Corporate governamteiples, Securities Commissions
reports, financial statements of companies viariiete

A initial version of this study was presented atefging Issues in International
Accounting and Business Conference, 2006, undepdah®nage of Department of

8 The Committee of European Securities Regulators
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Economics Sciences, University of Padova, ltaly &@hter for International
Accounting, Education and Research, Niagara UnityetdSA.

3. Related parties concept

3.1.Related parties

Under IAS 24 parties are relafdéione party has the ability to control the
other party or to exercise significant influencgant control over the other party
in making financial and operating decisions. Psiie not relatedin follows case:

 two enterprises simply because they have a directéey manager in
common;

 two persons who share joint control over a jointuee;

- financers, trade unions, public utilities, governhaepartments and agencies
in the course of their normal dealings with an gnise; and

« a single customer, supplier, franchiser, distripubo general agent with
whom an enterprise transacts a significant volufeusiness merely by virtue of
the resulting economic dependence.

OECD defines related parties more condensed. Rgtmaies" can include
entities that control or are under common contrithvthe company, significant
shareholders including members of their familied &y management personnel.

3.2.Related parties transaction

A related party transactibfis a transfer of resources, services, or obligatio
between related parties, regardless of whetheica srcharged.

TransactionS involving the major shareholders (or their closenily,
relations etc.), either directly or indirectly, gretentially the most difficult type of

% |AS 24 art.9: A party is related to an entity if:

(a) directly, or indirectly through one or moreamediaries, the party:

(i) contrals, is controlled by, or is under comnuamtrol with, the entity (this includes parentsysidiaries
and fellow subsidiaries);

(ii) has an interest in the entity that gives graficant influence over the entity; or

(iii) has joint control over the entity;

(b) the party is an associate of the entity; (183 2

(c) the party is a joint venture in which the entit a venturet; (IAS 31)

(d) the party is a member of the key managemersopeel of the entity or its parent;

(e) the party is a close member of the family of emlividual referred to in (a) or (d);

(f) the party is an entity that is controlled, jyncontrolled or significantly influenced by or rfo
which significant voting power in such entity ressdwith, directly or indirectly, any individual
referred to in (d) or (e); or

(g) the party is a post-employment benefit plantfar benefit of employees of the entity, or of any
entity that is a related party of the entity.

191AS 24 art.11

1 www.oecd.org- Principlesf Corporate Governance, 2004

121AS 24 art.9

Bidem 14
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transactions. In some jurisdictions, shareholdbova a limit as low as 5 per cent
shareholding are obliged to report transactions.

3.3. Findings about related parties’ concepts in &d&uropean countries

The laws of the countries analyzed contain referemegarding ‘related
parties’. In fiscal laws there are some refereata®lated party transactions’ concept
like transactions between related parties. In sometries, transactions between
related parties must be reported only if a numibedditional conditions are met.

Definitions of ‘related parties’ exist in both corpte laws, securities, fiscal
and accounting regulations, but in some counthegdefinitions are different from
one regulation to other, adapted to the purpos#seafelevant piece of legislation.

Accounting rules, respecting IFRS or harmonizeth witernational standards
or/and European directives, regarding related gmpresent in notes to financial
statements reporting requirements.

We can conclude that the concept of ‘related pgErigedefined in similar
manner in the laws of the countries under exanonati

Generally*, legislators have taken two different and suceessandpoints:

(i) firstly, there are certain categories of persoregdgl entities and
individuals) qualified by law as ‘related parties’;

(i) secondly, a general wording is inserted to allow p@&rson capable of
exercising an influence over another party in tlaging of decisions to be qualified as
a related party.

There are classes of persons qualified by lawelatéd parties’ common
to all the countries investigated but there aresctlspecific to the legislation of
only one country.

Classes of persons qualified by law as ‘relatedtigs ’

The main classes of persons (physic or legal) fig@las ‘related parties’
in the national legislations examined can be grdugsefollow:

e persons involved in the management of a companynembers of
management, key executive officers are qualifietklded to the company in whose
management they are involved.

e persons with participation towards the company’s shee capital:
shareholders who own more than the prescribedhibice®f a particular company’s
shares. A shareholder is considered as a relatedipbe have direct or indirect at
least a significant interest (but this is not nseeg in all cases), even if holding
disclosure requirements apply to lower levels afsholding (e.g. holdings of 5%).

« persons with ‘control’ direct or indirect: persons exercising control over
another party and that other controlled persorsges controlling together a third
party; persons under the control of a third party.

M www.oecd.org - Reporting related party transactiams conflict of interest by Luputi L, 2004
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« persons with family relations: spouses and relatives; there are differences as
regards the degree of kinship and affinity. Gemgr#this criterion is also used for
determining indirect involvement in managementy@ad participation towards the share
capital or indirect control.

« persons with other existing relations:The regulations qualify as ‘related
parties’ the persons between whom certain relatiotieer than family relations, are
established: employer and employee, commercialt sgymh beneficiary, commercial
partners, donor and donee, etc.

« cross shareholding:companies with cross-shareholdings also qualify as
related parties.

Persons qualified based on the general wording

The general wording in the definition of ‘relategriies’ allows any person
capable of exercising an influence over anothetygarmaking decisions as a ‘a
related party’. Since the qualification as ‘relagetties’ in reliance on this general
wording involves a process of interpretation, teamti®ns between related parties
which do not fall within any of the categories gfieally set out by law are the
least disclosed, there being no clear basis onhwhicclaim or prove that a
transaction between related parties has taken.place

3.5. Concept of ‘related parties’ under nationaves

3.5.1. Concept of ‘related parties’ under Romariean

Provisions regarding the concept of ‘related paeyist in the Romanian
securities regulations, competition law, privatiaatlaw, banking law, accounting
law and fiscal law.

In Romanian Company Lafy there is no clear definition of ‘related
parties’. In the last published law version theriatroduced some articfégreats
aspects about related party of a company: the fesitareholder — regardless of
the shareholding in the first two years of the camps business, the director, the
executive manager, the spouses and relatives ofditeetor or the executive
manager, up to the fourth degree of kin, the compaimerein the director or the
executive manager holds, by himself or togetheh liie spouse or relatives at
least 20% of the subscribed share capital, thetdiref a company and a company
controlled by the company where he acts as direetsrwell as the company
controlling the company it administers also seemualify as related parties.

The securities regulatioffscontain definitions for ‘person involved’:

a) persons who control or are controlled by an issmexhich are under
joint control;

15 \www.oecd.org - Reporting related party transactim conflict of interest by Luputi L, 2004

8 Companies Law no. 31/1990, adopted in November J18@tended several times, and finally
published in revised form in the Official GazetteNovember 2004

1" Company Law no.31 art. 143,145,148,265

8 Emergency Ordinance no. 28/2002, as subsequemtiyded and Capital Maket Law no. 297/2004
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b) persons participating directly or indirectly in tbenclusion of agreements
for the joint exercise of voting rights, if the s forming the subject-matter of the
agreement ensure a controlling position;

¢) individuals having managerial or control powershivitthe issuer;

d) spouses and relatives of the individuals undebpgnd c) up to the
second degree of kinship;

e) persons who can appoint the majority of memberthéoBoard of
directors within an issuer.

A significant shareholder is the person or grougp@fsons who action in
common and who have direct or indirect more tha d@share capital or vote rights,
or a part of shares sufficient to influence siguaifit the decision taking process.

In Capital market law and in accounting law areirdaf terms associated
with related parties: mother company, group of camngs, subsidiaries, and control.

3.5.2. Concept of ‘related party’ in Bulgarian law

Bulgarian legal framework (Commercial Act and sé&®s regulations)
relevant to related parties defines several categaf related parties, with some
differences between the definitions in the Comnagréict and those in the
securities regulations.

Under theCommercial Act, related parties are defined as follows:

 ‘spouses, lineal relatives up to any degree, eolihtelatives up to the fourth
degree of kin, and relatives by marriage up tdhing degree of affinity inclusive;

« employer and employee;

e any two persons, one of whom participates in the@agament of a
corporation of the other;

* partners;

* a corporation and a person which or who holds ntloee 5 percent of
the voting interests and shares issued by thecsambration;

» any number of persons, whose activity is directlyndirectly controlled
by a third party;

e any number of persons, who or which jointly conteolthird party,
whether directly or indirectly;

* any two persons, one of whom acts as commerciatdgethe other;

» donor and donee of a gift.

“Related parties” furthermore means any person piadicipates, whether
directly or indirectly, in the management, conbotapital of another person or persons
and therefore may agree among themselves on ténstisan the customary ones.’

A holding can be: a joint-stock company, a partnigréimited by shares,
or a limited liability company purposed to haverghgarticipation or manage other
companies and having no a partnership limited byesh or a limited liability company

19 The Bulgarian Commercial Act was adopted in 19%t,danended at the end of December 2005.
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purposed to have share participation or manager ath@panies and having no
further obligations to perform commercial activitself.

At least 25% of the holding capital should be inedsn its subsidiaries. A
subsidiary is a company wherein the holding eifhessesses or exercises control
over, directly or indirectly, at least 25% of tHeages or has the power to appoint
the majority of the managing body members.

In the Bulgariansecurities lai there is a definition of related parfies
Related parties are

a) The parties, where one of them controls the otherav is a subsidiary
company thereof;

b) The parties whose activities are controlled byialtharty;

c) The parties that jointly control a third party;

d) Spouses, lineal relatives up to any degree, cadlbtelatives up to the
third degree of kin,

e) and relatives by marriage up to the third degresdfofity inclusive.

A party is deemed to have conffabver a company if it:

a) Possesses, inclusive through a subsidiary or wamdagreement with a
third party more than 50% of the votes in the Gah&ssembly of a company; or

b) Can appoint directly or indirectly more than a taflthe members of
the Governing Body of a company; or

c) Can otherwise decisively influence the making dfisiens relevant to
a company'’s activities.

The possession of more than 50% or the largest euoflshares or stakes
shall mean the possibility to control the taxpayer.

3.5.3. Concept of ‘related party’ in Serbian law

Under Serbian law, companies may become relataddans of equity or
agreements. Related companies include: holdingsabdidiary companies (joint-
venture, trust), cross-share companies, and hatdingpanies. Competition regulations
may bar companies from becoming related.

If a company has a majority (50%) or significarB¥@ holding in another
company or if, under an agreement with another emypit has the right to appoint
the majority or at least a quarter of the membérhe Board of Directors of the
other company, or if it has a majority or at lemsjuarter of the votes in the General
Meeting, it is treated as a parent company, wighater company deemed to be its
subsidiary. A holding company is a company thatsslmres or stock in a subsidiary

20 The primary laws governing the Bulgarian capitatket are the Financial Supervision Commission Act
(the "FSCA"), which came into force in March 2008l avas last amended in May 2005; the Law on
Public Offering of Securities (the “Securities Lawvhich became effective in January 2000 and was
lasted amended in May 2005. The Commercial Codeteshinto force in 1991 and amended more than
20 times, most recently in May 2005.

21 Supplementary Provisions of the Public Offeringseturities Act, Clause 1, point 12

22 Supplementary provisions of the Public OfferingSefurities Act , paragraph 1, point 13
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company, its business being primarily to exercigptml, acquire an interest in
other companies in the form of shares, stock owedible debentures (formation,
lasting investment, purchase, swap), as well asaonage the securities. A holding
company may be incorporated as a general partpedghited partnership, joint-
stock company, limited liability company, sociadyned company and public company.

A related party is a company or an individual wha significantly influence
a company’s business decisions. Owning 50% or mabtke largest proportion of
a company'’s shares is considered a significanuémite. A related party is also a
company in which, as in the other company, the sampgloyees or management
bodies conduct management, exercise control orcapital.

3.5.4.Concept of ‘related party’ under Croatian law

Related companiés are legally independent companies whose mutual
relationships are as follows:

e ‘a company that has the majority holding in anott@mpany or has the
majority right where decision-making is concerned

* dependant and main company;

» a company of concerns ;

* companies with reciprocal shares ;

e companies joined by entrepreneurial contracts.’

3.5.5.Concept of ‘related party’ under Albanian law

In Albanian law the following are regarded as mtigparties:

 alegal entity and any person who owns, directlindirectly, at least 50%
of the shares or voting rights in that entity; and

* two or more legal entities if a third person owdheectly or indirectly, at least
50% of the shares or voting rights in each entity

3.5.6. Concept of ‘related party’ under Montenetpe
A related party is a company or an individual tlzain significantly
influence a company'’s business decisions.

3.5.7 Concept of ‘related party’ under Hungariamia

The companies Att qualifies an entity as related, if at least onespe of
the taxpayer plus another individual holds a cdlitigp majority share in each
other or a third person in both of them. A contnglimajority — which may also be
indirect — means a voting right in excess of 5Ccest, or the right to appoint or
dismiss the majority of leading office-holders asubervisory board members.
Parties are defined as related if:

23 Croatian Company Law art. 473 — 477. Adopted in 199%ased mainly on the German and
Austrian company laws, and incorporates the applécdirectives of the European Commission.

24 The new Companies Act will take effect on 1 Julp@This is the third revision of the Hungarian
Companies Act and it is hoped that it will provicdgulations that are better harmonized with the
EU regulations.
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« they are connected by direct or indirect majoritgreholdings;

« they are able to appoint or dismiss the majorithrefkey management or the
supervisory board;

» they have a common direct or indirect majority shatder.

4. Reporting related party transactions — compulsay disclosure

4.1. Disclosure requirements content

In many countries the laws require financial staets to give disclosure
about certain categories of related parties. Aigpattentions is accorded to:

- relationships between parents and subsididrieRegardless of whether
there have been transactions between a parent authsidiary, an entity must
disclose the name of its parent and, if differéné ultimate controlling party. If
neither the entity's parent nor the ultimate cdlitig party produces financial
statements available for public use, the name efrniixt most senior parent that
does so must also be disclosed.

- management compensatioRisclose key management persofhel
compensation in total and for each of the followiogtegorieS: short-term
employee benefits; post-employment benefits; okhreg-term benefits; termination
benefits; and equity compensation benefits.

- related party transactionslf there have been transactions between
related parties, disclose the nature of the relatady relationship as well as
information about the transactions and outstandiatances necessary for an
understanding of the potential effect of the relaghip on the financial statements.
These disclosuf&would be made separately for each category ofewlparties
and would include:

» The amount of the transactions.

« The amount of outstanding balances, including texngsconditions and
guarantees.

« Provisions for doubtful debts related to the amoohtoutstanding
balances.

» Expense recognized during the period in respebadfor doubtful debts
due from related parties.

IAS 24 give some examples of the kinds of transastithat are disclosed
if they are with a related party: purchases orssalegoods, property and other
assets, rendering or receiving of services, letrsesfers of research and development,
transfers under license agreements, transfers dindece arrangements (including

B |AS 24 art.12

28 |AS 24 art. 9: Key management personnel are tipessons having authority and responsibility for
planning, directing, and controlling the activit@the entity, directly or indirectly, including directors .

*T1AS 24 art.16

*|AS 24 art.17-18
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loans and equity contributions in cash or in kinpdovision of guarantees or
collateral, settlement of liabilities on behalftbe entity or by the entity on behalf
of another party.

A statemerit that related party transactions were made on tequivalent to
those that prevail in arm's length transactionsughbe made only if such terms
can be substantiated.

Disclosure requiremenitsinclude the nature of the relationship where agntr
exists and the nature and amount of transactiotis lated parties, grouped as
appropriate. Given the inherent opaqueness oframgactions, the obligation may
need to be placed on the beneficiary to inform libard about the transaction,
which in turn should make a disclosure to the ntaiKais should not absolve the firm
from maintaining its own monitoring, which is anportant task for the board.

Companies are encouraged, and in some countriesodliged, to provide
information on key issues relevant to employees @thér stakeholders that may
materially affect the performance of the compangcbBsure may include management/
employee relations, and relations with other stakieis such as creditors, suppliers,
and local communities.

There are also a lot national regulations who medareporting related
party and related party transactions: Company IGapjtal Market Law, Competition
Law, Fiscal Law, Bankruptcy law and others.

In countries like Czech Republic, Hungary, Pola&dipvak Republic,
Slovenia, Romania, Bulgaria, Croatia who adopt Gaafe Governance principles,
in them national Code of Corporate Governance ezegiirements about disclosures
and transparency, about reporting related partidgelated parties transactions.

4.2. Findings about reporting related party trandsmns — compulsory
disclosurein East European countries

The ‘forms’ of disclosures vary from country to oty and depending on
the transaction. The most common forms of repoxdireg

* reporting to the General Shareholders Meeting -mipst cases the
approval of the General Shareholders Meeting begugssary,

 reporting to the Securities Commissions and furtbghe shareholders,
publishing in the Official Gazette.

 reporting to all users in notes to financial staats.

There are cases in which the reporting requiremapidy only if the
related-party transactions meet a number of additioonditions (e.g. transactions
whose value exceeds a specified threshold, etc.).

In Romanian Company Law there is an exception fiteenrules governing
the reporting of related-party transactions, begdhbs relations between employer
and employee are not considered like related art@pposite, in accounting

2AS 24 art.21
30 www.oecd.org- Principles of Corporate Governand@20
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regulations the companies are obliged to presemiotes to financial statements
some elements regarding employees, treated likéeckparties.

In each law there are sanctions for noncomplianitk 8. Recognizing
the importance of reporting related parties tratigas, the laws who contains
prohibitions to related-party transactions carryese sanctions (e.g. the deeds
constitute criminal offence and carry fines or pnigerms, and from the standpoint
of civil law the transactions are considered nolll &oid). The sanctions for acting
in breach of requirements for the reporting of tedaparty transactions vary from
immaterial to severe sanctions. The applicabletgarcmay be: civil sanctioffs
administrative sanctiofisand criminal sanctiofs Generally, the applicability of a
sanction for breaching related-party transactiomssdnot depend on whether the
transaction caused any damage to the company.

4.3. Reporting requirements under national laws

4.3.1. Reporting requirements under Romanian law

Until the OMFP 94/200% the Romanian disclosures requirements can be
characterized by follow%

« historical financial statements requirements dideguire full disclosure

« historical use of financial statements discourdgédlisclosure

 resulting mentality/understanding issues regardgingose of financial
statements.

And about related parties disclostire

« disclosure not required under existing frameworks

« lack of understanding of what a related party is

* purpose behind transaction may be designed todakehi

« lack of available adequate information to confoefated party relationships

31 \www.oecd.org - Reporting related party transactim conflict of interest by Luputi L, 2004

32 Civil sanctions consist mainly in the cancellatiminthe transaction or the possibility to claim in
Court the cancellation of the transaction perforinedreach of the relevant legal provisions.

33 Administrative sanctions are applied by Securifleenmission to cases in which the related partggirt
breach of the rules governing related-party trdizgec Administrative sanctions can go all the way
withdrawal of the authorization.

34 Criminal sanctions apply mainly to breaches of rclpeohibitions against the performance of
related-party transactions. However, there arescaéen criminal offences apply to violations of
rules governing the reporting of related-party seastions.

% The OMFP 94/2001 "Harmonization of Accounting Regjohs with the European Unior"4
Directive and International Accounting Standardsis hintroduced a requirement for certain
Romanian entities to prepare financial statemeratsréflect the Standards issued by the IASC and
interpretations by the Standing Interpretations Cdtamof ISAC and to be in accordance with the
requirements of the European UnidhBirective.

38 www.oecd.org EneA, Fatu N G-Corporate governance in Romania 2001-2004.

3"idem 38
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Romanian accounting regulaticfisespecially the Order 94/2001 introduced,
among other items, accounting requirements for Rdamafinancial accounting
and reporting regarding disclosure of related phehlances and transactions. But
disclosuré’ of "related party" balances at the period endamgactions during the
period although required for disclosures are iresdsnited in what is included. In
addition no consolidation concept exists where @méy has a majority ownership
or control in/over another.

Romanian tax regulatioASprescribe certain rules for transactions between
related parties (e.g. the requirement of transastad arm’s length).

Both Romanian Company Law and Capital Market t'aw@ntain reporting
requirements and provide rules regarding the cbntrechanisms aiming to
monitor and prevent abusive related party transacti

The most important requirements unéRsmanian Company Laare set
out below:

* ‘The acquisitio” by a company of a good from a founder or a shiteho

a) ina period of maximum 2 years from the incorporatf the company or
from the date the when the company was authorstatt its activity; and

b) in return for an amount or other consideration anting for at least 10%
of the subscribed share capital must be submitiedgproval to the Shareholders
General Meeting, after a valuation performed byimttependent appraiser), be
published in the Official Gazette and in a widecwation newspaper. Acquisitions
performed in the normal course of business of trapany, as well as those made
in on the basis of a decision by an administraéiuéhority, or based on a court
ruling, or made on a regulated stock exchange tiftathander the above provisions.”

« The sale -purchase agreeméhtshe loan agreements and the rental
agreements standing for more than 10% of the set@value, concluded between
the company and one of its directors, have to hgoyed in an extraordinary
shareholders general meeting. The same rule appties agreement is concluded
between the company and one of the following perdoelated parties): (i) the
board member’'s spouse; (ii) the board member'stivela down to the fourth
degree, or the relatives of his/her spouse dowthéofourth degree; (iii) the
commercial or civil company where the board mendyehe persons mentioned at

% OMFP 94/2001

39 \www.ey.com- Fiancial reporting in Romania, 2005

40 profit tax Law 414/2002, Decision 859/2002 for #yeproval of the Instructions regarding the
calculation methodology of the tax on profit, FisCade Law 517/2003

41 Capital Market Law no. 297/2004, entered into fooce28 July 2004. The Capital Market Law
unifies the previous regulations contained in défé acts into a single piece of legislation and
transposes a number of EU directives.

42 Companies Law no. 31/1990, art.143

43 Companies Law no. 31/1990, art.145
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(- (ii) are board members, directors or holdeddt 20% of the capital, unless a
company is a branch of the other company.

« ltis forbiddert to grant compensations or any other amounts aradges
to directors and managers, or other related paotiesr than under a resolution by
the Shareholders General Meeting. Similarly itoidfdden for a company to make
loans to its directors or executive managers ipgeisof any kind of transactions, if
the amount exceeds Euro 5,000 and the transadtiparformed other than in the
normal course of business.

Thesecurities regulationiy down the following main reporting obligations:

« Any acquisitiori®, sale, swap or collateral posting operation inngthe
assets of a publicly-held exceeding during a fifenear individually or cumulate
20% from the total assets less accounts receivaidgsbe concluded by directors
or executive managers only after they have obtaimedpproval of the Shareholders
General Meeting. Paragraph 2 of the same artiatesthat the loan of company
assets worth more than the 20% threshold to adefairty is subject to prior approval
by the Shareholders General Meeting;

« Internal and financial auditéfsof publicly-held companies are responsible
for checking the management of the company, anddberacy and appropriateness
of transactions or acts/documents concluded byctimpany with its directors,
employees, company shareholders or affiliated psreppersons involved therewith;

« The holdings of two related parties in a publicBleh company are
always considered together (i.e. as the sum tdttiedr individual holdings — for
any trading operation, it is the aggregate percgnthat is taken into account);

« The following reporting obligations are reguldted

‘(1) The directors of a publicly-held company sha#l bound to present to
the NSC current reports, which shall be compulgqulblished in the Commission’s
Bulletin, wherein they shall state any juridicat aoncluded by the company with
the directors, employees, majority shareholdeteetompany or persons involved or
affiliated thereto worth jointly at least the ROgugvalent of 50,000 euro.

(2) In the case that the company concludes jutidices with the persons
under paragraph (1), these shall be concluded nimplance with the company’s
interest in relation with the offers of the sampeexisting in the market.

(3) The reports shall contemplate in a special whae juridical acts as
concluded or the amendments thereto and shallfgpbe following: the parties
that concluded such juridical act, the date of aen and the nature of the act, a
description of the object thereof, the aggregatievaf the juridical act, the

44 Companies Law no. 31/1990, art.148
4 Capital market law, art. 115, par. 1
46 Capital market law, art. 113

47 Capital market law, art. 123
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amount due by the parties to each other, the dgcas well as the terms and
modalities of payment.

(4) The reports shall also mention any other infation needed to
establish the effects of such juridical acts onfthancial situation of the company
and any other information required in accordandé tiie NSC regulations.’

Under theLaw on judicial reorganization and bankruptpyocedure there
are the following relevant provisions: ‘(2) The labing trading operations,
concluded during the year preceding the openinthefprocedure, with persons
having legal relations with the debtor, may alsoda@celled and the services
recovered if they prejudice the interests of theglitors:

a) with an active partner or a partner owning asi€20% of the trading
company's capital, in case the debtor is a limipdtnership company or,
respectively, a general partnership company;

b) with a shareholder owning at least 20% of thetals shares, in case
the debtor is the respective joint-stock company;

¢) with an administrator, director or member ofesuising bodies of the debtor,
joint stock company;

d) with any other natural or legal person havingoeinant position over the
debtor or over its activity;

e) with a co-owner over a common asset.’

4.3.2. Reporting requirements under Bulgarian ligisn

The Accountancy Act provides for the legal framekvof accounting in
Bulgaria. The Law defines the application of theetnational Financial Reporting
Standards (IFRS) adopted by the European Union Gttearon the territory of
Bulgaria.

Effective 1 January 2005 entities subject to theparation and presentation
of financial statements on the basis of IAS are:

» companies performing their business activities loa basis of special
laws (banks, insurance companies, investment asutdnce companies, etc.) for
which mandatory audit is required by a law;

 enterprises issuing securities under the Bulg&hdtic Stock Offering Act;

e _companies, which do not meet the criteria for sraall medium-sized
companies; and

e companies, which have prepared and presented animehcial
statements for 2004 under IFRS.

So all there companies must provide informationualvelated parties and
transactions with related parties under IAS 24.

Bulgarian company and corporate govern&hizavs are relatively effective
but need to impose restrictions on transactionslumvg shareholders in conflicts
of interest situations and there are not any chéalkguarantee that a transaction
price is fair.

8 hitp://www.ebrd.com/country/sector/law/cla/bulgari
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The Bulgariaf corporate and securities law does not prescripgstematic
legal treatment of activities involving related f@s. However, there are many
provisions imposing restrictions on the appointmehtelated parties to certain
corporate bodies or on transactions involving eglgbarties. In generally, related
parties transactions are forbidden and as farexe il any need for reporting, it is
for reporting that the parties are not related. Blesv there are cases in which
additional conditions have to be met. An exanfple the contracts between a
company and the single shareholder of that comahy or which represents it)
shall be made in writing.

Company lawimposes in some cases various forms of reporfiige
members' of the Managing Board or Board of Directors shanfdrm the Managing
Board, respectively the Board of Directors if th@yparties related to them enter
into contracts with the company, when these cotgrace out of the scope of the
customary activities of the company or differ sahsally from the market conditions.
These contracts shall be concluded only upon asidecbf the Managing Board,
respectively the Board of Directors. Contracts negli to be reported to the
Managing Board or Board of Directors are those ththtoutside the scope of the
company’s objects or that differ substantially friiva customary market conditions

According withSecurities law? transactions by the publicly held company
with an interested partyshall be approved in advance by the Managing Rifdy
the company.

Under the Bulgarian law, there are no specific r@moents as regards the
form of the reporting. However, any approval by Managing Board or Board of
Directors of the joint stock company must be intiwg, with protocols signed by
all the members of such Body or Board to be prapdoe all the resolutions
passed.

There are also many cases in when prohibitionshéo performance of
related-party transactions are regulated, as below:

« revocatory action$ for the annulment of certain transfers of assgts b
the debtor subject to bankruptcy proceedings tted|parties, executed before the
opening of the bankruptcy proceedings.

« the truste® in bankruptcy proceedings shall not enter intoti@mts in
the name of the company either with himself or witharty related to him.

49 www.oecd.org - Reporting related party transactiams conflict of interest by Luputi L, 2004

%0 Company Act ,art. 235-a

51 Company Act art. 240-b

%2POSA art. 114, par. 2

S3Art. 114, par.5 POSA defines interested partieth@snembers of the managing or Supervisory Bodies,
the procurators, and the persons holding morea&émof the votes in the General Meeting.

4 Company Act, art. 647

%5 Company Act art. 662 par.1
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« A shareholdéf of the stock exchange shall not possess, directlyrough
related parties, more than 5% of its shares.

+ The member¥ of the Managing or Supervisory Bodies of the mamgg
company or the members of the Managing or SupasviBodies of the investment
company shall not invest Company assets in seesiigsued by them or by parties
related to. These are the two types of governingidso of the joint-stock
companies in Bulgaria.

« The investment company shall not invest in securities issued by
persons controlling the investment company or byigmrelated to them.

The mainacts governing the competitiSrprescribes the restrictions on
commercial entities aiming at ensuring the regafaration of the free market and
the consumers’ protection. At present the law fubmplies with the European
standards. There are some references at repodiaigad parties and practices and
agreements are prohibited under the protectiomaipetition.

Analyzing the implementation of corporate govermaric Bulgaria, in
2004 there were a laékof public information on:

 total remuneration received during the year by thembers of the
management bodies of the corporations;

» acquired, possessed and transferred company shagebonds by the
members of the committees during the year;

» the committee members’ rights to acquire compamyeshand bonds;

* the committee members’ participation in trade conmgs as unlimited
liability partners, the possession of more tharp@6cent of the capital of another
company, as well as their participation in the nggmaent of other organizations as
prosecutors, managers and board members.

Unfortunately the situation is almost similar in0OB) continued lack of
transparendy.

4.3.3. Reporting requirements under Serbian law

In Serbian regulations there are references atrtiegorelated parties in
fiscal law. The taxable persbhis required to report in the balance sheet
transactions between related parties. The taxadkop is also required to state the
value of the transactions by reference to the imeprthat would have been charged
for the same transaction between unrelated paffies.transactions are stated in
the Corporate Profit Tax Return Form.

6 POSA art. 23, par.2

5" POSA art. 172, par.1

8 POSA art. 176, par.2, p.3, “b”

%9 The Competition Protection Act adopted in 1998, fasended SG 105/29.12.2005 and the Rules
for the Operation of the Competition Protection @assion

60 KeremidchievS- Towards modernization of the corporate governandguigaria, 2004

&1 www.ey.com- Doing business in Bugaria ,2006

62 Corporate Profit Tax Law art 60,
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Under the Corporate Law shareholders can request any information
concerning the business of the company. There gpgoific provision to prescribe
the obligation of the company’s General Manageotber (management) body to
report (state) the related-party transactions air tlegular reports to the shareholders.
Nevertheless, having in mind the company’s oblagatto report related-party
transactions (and transfer prices) in accordante the Corporate Profit Tax Law,
such transactions should be reported in the offd@uments presented to the tax
authorities. These documents furnish shareholdessnvell as public authorities)
with information on related-party transactions. ®wperience so far is that companies
do not report related-party transactions.

There are no specific conditions to be met for mgany to be under an
obligation to report related-party transactiong.(&ansactions exceeding a certain
threshold, etc.).

A subsidiary may acquire shares in the parent compend exercise its
voting rights carried by the shares already ati¢posal, pursuant to the Law on
cross-share companies (i.e. the acquisition ofifgignt, majority and mutual capital
share has to be transparent, e.g. entered in tigest®e and published in the
Official Gazette).

Cross-share companies are related companies, eddinghshares in the
other. If the cross-shares are of relatively eqadlie, each company shall reduce
its share in the initial capital of the other oneli®%.

If a company holds shares making up more than 1Dgbeoinitial capital
of another company, the cross share of the latiepany may not be greater than
10% of the initial capital of the former companycAmpany that acquires a share
in the capital of another that is greater than Kbl notify the latter accordingly
forthwith. Starting from the date of receipt of ifioation, the notified company
may not buy shares or stocks of the company, whashacquired more than 10%
of its initial capital. If the notified company hdd shares accounting for more than
10% of the initial capital of the company from whidgt has received the
notification, the capital share of one companyha tapital of the other shall be
reduced to not more than 10% by mutual agreementhé event of such an
agreement, the company having a smaller shareeircaipital of the other shall
transfer its shares up to 10% of the initial cdpifathe other company within a
year from receipt of the notification. The rightiwote may not be exercised on the
basis of shares, which a company has to transfer.

4.3.4. Reporting requirements under Croatian law

There were founded reporting requirements in Caoa8ecurities Market
Law®, the Law on the Take-over of Joint Stock Companig® Law on
Companies, the Law on Investment Funds.

8 The Securities Market Law of 2002 replaced anlald which was criticized for a lack of clarity
on the objectives of securities regulation and mot giving sufficient legal authority (e.g.,
enforcement powers) to the Securities Commissidh@Republic of Croatia (the "CROSEC").
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Under CroatiarCompany lawthere are several forms of reporting:

« wherf* a company acquires over 25% of stocks or sharesnather
company having its headquarters located in the Blepaf Croatia, it shall notify
that company of this fact, in writing and withowlaly;

« unless a contratton the conduct of company business operations has
been signed, within the first three months of tharicial year the managing board
of the dependent company shall make a report onr¢kaions between the
company and the related companies. The reportpsésent all legal operations
carried out by the company in the previous yeath wégard to the main company
or to the companies related to the main compangcoording to the instructions
following the interests of these companies, as agelll other operations conducted or
not conducted in the previous year in accordandb thie instructions received
from these companies.

« whenever the company’s annual financial staterffenezd to be audited,
the auditor shall be provided with the abovememtbmeport together with the
annual financial statements and the report onttite sf the company.

« the management bo&fahall submit to the supervisory board: the report
about relations with the related companies, theitasl report and, if annual
financial statements need to be investigated byatidbtor, the auditor's report as
well. The supervisory board shall examine the reparrelations with the related
companies and present a written report on the igstiee general meeting.

« if requestet by one of the stockholders or by a member of itnéed
liability company, the court may order a specialeistigation into the business
relations of the company with the main company th & related company.

« The management board is required to provide infiomeon the legal
and business relations with related companies th ednareholder, at his/her
request, at the general meeting.

* The supervisory board is at any time entitled tpuest the management
board to report on the legal and business reldiipaswith related companies.

In OECD expert’s opinioti for Croatia, particular attention should be paid
to improving the disclosure and transparency reguénts concerning company
operations. For example, while the Law on Compahges provisions regulating
actions taken by a person who has influence inrt gdock company and causing
damages to the company, the requirement for irteatgzarties to timely disclose
conflicting interests in transactions with the camp should be strengthened. In

4 Company Law art 478
65 Company Law art 497
¢ Company Law art 498
67 Company Law art 499
8 Company Law art 500
8 www.oecd.org Survey @porate governance in South East Europe- OECD 2003
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addition, the way that audited financial statemesmts disseminated should be
improved. Oversight of auditors' work also needsa@nhanced.

The 2004 Report on the Observance of StandardsCadés (“ROSC”)
issued by the World Bank and the International Mane Fund observed that
Croatia needed to improve its disclosure of hareevship and control structures,
and the independence of auditors. For example eBblters still lack appraisal
rights or mandatory cash buy-outs upon take-owake-bver disclosure is less
extensive than prospectus disclosure requiremesmst directors and senior
management are not required to disclose compensatigpersonal benefits they
would receive in a takeover.

5. Reporting related party transactions — voluntarydisclosure

5.1. European brief elements

For the beginning it is interesting mention somgpomdents answers at a
CE survey’ about transparency in intra group relations ammhs@ctions with
related parties:

e Community law should provide a common definitiom felated party
60%, material transactions 49.5%

« Material transactions with related parties that directly or indirectly
controlled by the parent company of a group or #natsignificantly influenced by
board members of the parent company or any othmpany of the group should
be disclosed, more than 50%.

« 55% don't agree that the corporate governancenséteshould inform
about shareholder rights in the case of cross-banglestments.

* 59% agree that the corporate governance statentemntlds contain
information on controlling other companies

* 52% agree and 44% don't agree that the statemetdiocan overview
of significant transactions between the controllihgreholders and the company in
case they are not disclosed in the annual accoumfiup accounts.

We can conclude that the opinions are shared algostl between providing
and not providing voluntary disclosure about relggarties in EU countries.

5.2. East European situation

In East European countries like around the worlBCO realizes regular
survey of implementing corporate governance. FOE $&untries OECD experts
recommends countri€sn 2003 to accord a special attention to fair tladsparent
evaluation for share issues, squeeze-out procedoais and related party transactions

® www.europa.eu -Consultation on board responsissiitand improving financial and corporate
governance information, 2005, survey made on 208pemies from all European countries,
members or not members of UE

"L http://lunpani.un.orgWhite paper on corporate governance in South Ea®pe 2003
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because the issue of pricing is also critical ijam&ransactions and related party
transactions as the valuation of assets may alsgetyecomplex in the transition

environment, and this is the most obvious avenualfase. Also it is a responsibility
of a company’s board of directors for assuringfdimess of transactions involving

share new share issues or related parties.

Another issue regards the accounting system, tyetiad of full International
Financial Reporting Standards (IFRS), which shbelghursued and fully implemented
for listed companies, and a special attention shdid given to consolidation
requirements and related party rules.

Now in some east European countries, annual repams currently
prepared following national accounting standardsictv even when meant to be
consistent with IFRS do in fact differ substanyidgilom them on specific issues.
This is especially the case regarding inflationcacting, undisclosed liabilities,
valuation of assets and reporting of related patti@nsactions. Last but not least,
consolidation was not traditionally required in moational accounting standards
and this constitutes a major and crucial divergdmeteveen IFRS and prevailing
national standards.

The accountancy profession in south east EuropddxEded on a practical
approach to the corporate governance debate, logifag on accounting and audit
reforms, with the overall purpose of improving fiwéal disclosure — one of the
key elements of the OECD principles of corporatgegoance. The professional
accounting and audit associations have alignedgbes along two regional and
the South Eastern European Accounting Reform tivéa

Most SEE countries have however adopted or areeirptocess of adopting
IFRS for large enterprises. EU accession is a jpahdriving force in this process
but harmonizing with EU directives regarding acdmg practices is still in its
infancy. It is important that this process be aeakd and that all SEE countries
take the necessary steps to adopt and implemdrnERIS for at least all publicly
listed companies. But after having an good regatiis important to put in practice
in a proper way.

Even excellert laws can suffer from poor implementation. Mosnsition
countries need to upgrade their commercial lawstamdards that are generally
acceptable at an international level. Even moreomamtly, they must make those
laws fully effective, particularly through strengtiing their court systems, tackling
corruption and adopting appropriate measures éngtinen the rule of law.

Knowing from practice the Romanian situation wenkhithat we can
extrapolate the conclusion of a study made in Bidgat whole east European
countries. In Bulgarid in 2000 the managers of enterprises indicatedtkieat are

"2 www.ebrd.com - Law in transitigrbtrengthening corporate practices, 2006 ,
3 pohaska M Tchipec P- Establishing Corpoi@@vernance in an emerging market: Bulgaria,2000
Center for the studies of democracy, Sofia
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very reluctant to submit information in the statlasperations of their companies
and do it only if they are compelled by the exigtiegal obligation.

Related-party transaction reporting is rather agieneloped exercise in the
region. Checking via internet the financial statataeof some listed companies
from our target countries it seems that not als&xg provisions on the reporting of
related-party transactions are currently implentengelditionally, when undertaken,
the reporting of related-party transactions is déamea ‘formal’, non-creative
manner, only to ensure conformity with the legalyisions, rather than to provide
legitimacy to transactions.

In general there is little confidence, if any, iretcountries under review,
that existing procedures ensure full transparenay disclosure of related-party
transactions. This compounds the lack of confidendde ability of the relevant
authorities to lay down and implement adequatequores.

The information reportéd to relevant authorities is not always relevant
(e.g. the information on beneficial owner is nghoded) and the authorities have
no resources/possibilities to check it. Sanctionpased by law and/or relevant
authorities consist in civil penalties or admirasive sanctions. Rarely are criminal
sanctions imposed. The sanctions are imposed bseldeant authorities, rather than
by a corporate body/judicial court. There are feses in which minority shareholders
brought a claim for the company’s failure to megtéporting obligation.

5.3. Reporting related parties’ practices in Romani

In 2003-2004, the EBRD benchmarked the relevant &wam corporate
governance legislation against the “Principles ofgorate Governance” published
by the OECD. A main issue mentioned is that sigaift transactions are not
subject to specific approval procedures and relggedy transactions are not
sufficiently regulated. Another issue is that the lis very general on board duties
and responsibilities and is silent on issues sgctha of the independent director,
remuneration and compensation or audit committees.

In the same trend, Ernst & Young Romanhisarning foreign investors about:

« Disclosure of "related party" balances at the gkgad or transactions
during the period though required for disclosure &r cases limited in what is
included. In addition no consolidation concept exisvshere one entity has a
majority ownership or control in/over another;

* No details on business relationships or remuneraticcenior management
is provided and/or no details of transactions wathtions or related companies;

In Romania, public-held companies, under securitiegulations are
obliged to respect National Securities Commis§i¢NSC) related-party transaction

" www.oecd.org - Reporting related party transactiand conflict of interest by Luputi L, 2004
S www.ey.com- Financial reporting in Romania,2005
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reporting procedure. The related-party transaatgorting to NSC is confidential.
Public companies must disclose any contracts aB650€00 between the company
and its directors, employees, majority shareholderd affiliated or related
parties’. The NSC monitories how publicly held companiespeet their reporting
obligations and imposed sanctions on noncompliaminpanies. Therefore,
companies have started to implement the legal gi@mvs on reporting, including
provisions governing the reporting of related-pargnsactions. But the National
Securities Commission does not currently have ¢lortical capabilities to verify
the accuracy of such reports. Therefore, there igractice as regards, for instance,
incomplete reporting.

In addition, as Romanian firms move towards impletaton of IFRS,
companies will have to report related party tratisas in notes to the financial
statements, according to the requirements under2AIso the Code of Corporate
Governance recommends monthly disclosure of reladety transactions.

Analyzing the official web site of public-held coampes more than a few
companies are complying with this requirement i6428nd 2005.

A next steps good guidance for the Romania, reggrthie reporting of
related parties should be the OECD expert’s recamaiations®:

- the harmonization of securities law requiremenith the requirements
and definitions of related party transactions unde$ 24, and the inspection of
related party transactions by an independent aodiimittee of the board.

- the revision of the company law provisions onrdeaf administrators of
joint stock companies to require that all sales wmadsfers of assets be conducted
at “market” or “arm’s length” prices.

- the revision of the securities legislation to eext the definition of
ownership to include indirect control relationshigsd to require disclosure of
direct and indirect control relationships,

6. Conclusions

If 1990-1995 period, the related parties concetwithout any correspondent
in the practice of east European countries, nowcae say that related parties
became a real issue for financial information pamas, market annalists, investors
and economic environment of these countries.

In the studied countries exist a legal frameworkiclv contains important
provisions regarding related parties and relatedigsatransactions. In some
countries (Romania and Serbia) the existing legahéwork is not fully adequate

7 The National Securities Commission of Romania (i8nNationala a Valorilor Mobiliare or “CNVM?)
is the securities market regulator. CNVM was eighbll in October 1994 as an independent regulator,
accountable to the Parliament, with the authooiyripose fines and issue legally binding regulation

7 Capital market Law, art 225

8 www.worldbank.org- Report on the observance of ddats and codes (ROSC) — corporate
governance country assessment Romania, aprilie 2004
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as to support and impose an appropriate transpar@md disclosure of related
parties transactions.

The reporting related parties transactions culyeatle made just for
compliance with existing provisions, in a formal nmar, without any voluntary
disclosures in generally.

We can conclude that the existing regulatory frapr@wgoverning the
reporting of related-party transactions is not isight or appropriate. The tax
provisions are considered too vague, with no furthdance for implementation.

Currently in Romania, all the listed companies preg the financial
statements according to the international reguiatidAS and/or EU Directives).

The main problem is that the capital market insths do not verify
whether the information provided in the financi@tements and in the appropriate
notes is complete or not. National Securities Cossian intensified its efforts to
determine the Romanian issuers to report the finhistatement. In this sense a
large number of sanctions were imposed and asult,resre and more issuers are
reporting the financial statements.

Finally, we most note the progress registered byhBrest Stock Exchange
where a wide majority of BSE issuers comply withatthsure obligations and the
reports are most of the time complete and accurate
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SOME TRAITSOF INTERACTION BETWEEN SOCIAL AND
INSTITUTIONAL SELECTION

DAN C. STEGAROIU!

ABSTRACT. The author tried to point out main traits, comnagnwell as different,
between selections at social level versus seleetianstitutional level. Based on this
analysis it is easy to understand why evolutioreddp mostly of the value of people
promoted in rank and file based on social selecisnwell as on the pattern of
institutional selection. So, throughout selectigretwill be promoted leaders as well as
managers or pseudo-leaders as well as pseudo-manggkection is well known and
broadly applied within agriculture process and iyoginored and contested within
human environment. It was easy, at the end, topagstection within institution just
because, in time, became obvious that person ntedima rank and file had a huge
influence on the profit of that institution. So,dar days selection of managers became a
common process. Contrary, at social level noboéalspabout selection in spite of its
outcome: quality of elected leaders. The socigaesibility may be considered as a
main trait in order to find out the quality of lemsl. So, to measure this responsibility of
leaders represent “a stick” to point out the qualftany leaders. The responsibility for
people within theirs span of authority could beoasstick to measure the quality of
managers. At social level, that is a space ofantem between different groups of
interest as well as of self interest, represenggublties, trade union, owners associations
and so on as well as the common interest of céizepresented by non-governmental
organizations and of course the interest of the s@gial actors. At social level are made
the most important decisions, at this level isthugl the social environment. The quality
of human environment largely depends on the quafliiyaders. The quality of leaders is
a main factor for the quality of common life ofiz#ins. As any where, quality depends
on selection. Of course the selection procesg, iasorganized, will lead to a certain
quality of leaders as well as managers electedfraied. Quality of leaders as well as
managers is the core condition for rising up a husra/ironment in which individuals
feels that is worthy to live, that they have prgityd chances to contribute with theirs
full creativity for the betterment of community.

Key words. selection, social responsibility, pseudo-leadsgudo-manager, quality

INTRODUCTION

From ancient time it was applied a very rough amdelc method of
selection, namely: killing all children with physicdisabilities (remember the
ancient Greece). Selection process offer a basthoose a certain person for a
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specific social status (social level) or a spegdie (institutional level). The profile
of selected people should fit with a specific desiprofile. So, throughout the
selection process the society/institution will take benefit of electing/nominating
person with a proper qualification for that positiditting person). But, taking into
the view the diversity of interests as a normair sthaffaire within society as well
as institutions, the selection process, which Ig atool, could be misused by purpose.

In fact process of selection was and still is igrbat social level. Why it is
so? May be, because any selection implied a spqudfitern including a specific
measurement method. Any selection is based on pason with a standard —
profile of desired person for that status/job. tBe, process of selection will enable
us to replace opinions with a certain pattern cfirgel qualities, measured for each
case. As much as the measurement method useckadlltb a clear cut profile of
desired person for that position it will be morkely that such a person will be
found and in the opposite case will be replacedh witperson choose based on
social/local interest. Any political decision issleal on interests and opinions;
contrary, any decision of selection is based onsoesment of certain traits versus
a desired profile of person, just to assure a kegiel of guaranties that selected
persons will fit with theirs duties.

METHOD

Social space, social judgments as well as opinialh&f them depend on
aspiration/interest of persons/groups. To get & pedure of any situation it is
needed to imply methods, principles as well asearcpattern of thinking. The
same is for selection process. Much more, seleajmns the gate to a special
status/welcome job. Both types of selection, soamlwell as institutional, will
drive to the same end: to identify a desired pefsona certain position, social/
institutional one. So, it is easy to understand théot of interests are connected
with the selection process. (just because the wagemoney still it is a stick for
the individual interest). The output will be anrgasing social/relationship pressure
upon decision makers. So, after a period of lord faarful dictatorship it is easy
to understand the diversity of sources of pressarpromote a group of power
interest or a self interest. Citizens were accustgyror a long period of time, with
privileges, the solutions based on a lot of disgratory criteria but less individual
merit and so on. Money, social status, family felahips and so on count much
more then professional competence. Under a distaiforeign the individuals high
in rank and file used to get a lot of privilegeséa on discriminatory criteria, as
previous mentioned, and so as a secondary effetiecsocial pressure or illegal
income reword, some individuals received good ggadeod social status, good
jobs and a first look it seems to be obtained assalt of honest, hard work and
true devotion. This is why it is hard to get a reghluation of any piece of social
environment: to many contradictory interests. Unitieise circumstances to build
up a fitting selection system is a job like a mod8isif. Without a clear cut system
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o f selection human resources will never be wedldug ot of good persons will not
come with theirs contribution to social/institutadrdevelopment. So some persons
will loose a lot but society/institution themselwesl loose much more.

So, it is obvious to build up a selection system represent a main
responsibility for leadersaswell asmanagers.

A selection process may be described as a sucoesfsiollowing steps: a.
Mission; b. Values/criteria; ¢. Rules; d. Makingcidéons; e. Pattern of contestation.
.In fact the identification of steps represent dpplication of structuring problem
method (Stegaroiu C.D. lleana Ursu, I.Rus, 1980in2prder to analyze the selection
systems was used the comparison method (Stegarbiy 1989, 3) So, for each
step were considered a pool of dimensions anddoh eimension was identified
the proper traits and level for each type of seacthased on field, social as well
as institution, and based on the allover effecheagtive or positive one (see table 1).
That method was

a. MISSION. To find out a certain person, takingpithe view a certain
position, social status/job, as well as the maiar@st (general interest or group/self
interest), represents the outcome of process etteh. The person selected could
be obedient or independent, high qualified or uné&@d, competent or incompetent,
assuming the responsibilities of social status/jdsition or ignoring that
responsibilities and so on. So throughout the fieleavill elected or nhominated
desired person, able to sustain general intereatl€rs, managers) or able only to
give full satisfaction, no matter the social castthe group/self interest (pseudo-
leaders, pseudo-managers). So, the selection wilpdsitive (based on general
interest) or negative (based on privilege — gralpisterest) — see table 1.

b. VALUES/CRITERIA. The dynamics of social proceiss based on
different values (as follows: traditional, religgucultural, family and so on). So,
within different kind of environments, in differeritmes there are different
conditions for selection process. Usually in Roraatt day, at social level the
positive type of selection still is unwelcome bhe tnegative type of selection is
quite well spread. The outcome of selection depend$e type in action,, positive
or negative”. So, taking into the view those twpey of selection, it is easy to see
that this process of selection is also based ontypes of values, similar labeled
as: positive and negative. Some positive valuesnesty, empathy, trust,
independence and so on, some negative valuespfalege, distrust, conformity.
Criteria will largely depend on the values acceftesb tablel).

c. RULES. Pattern used to make decision. To take @onsideration a
vacant position(social status/job) and to buildthe desired profile of traits of
person fitting to that position(social status/jdth} the first step to settle up rules..
At institutional level building desired profile Based on requirements of a specific
job and so is made a stick to measure all appbcarte second step is to measure
for each trait included within the desired profileperson and to measure the level,
of each of those traits, possessed by the persporapiplied for that specific job. To
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compare the profile of any applicant with desiredfite of that specific job is the
third step and the decision is based on the naititbe gap between those two
profiles. So, last step is to decide. To decidemada accept or to reject a certain
applicant for that vacant position. At social levmlilding up desired profile is
based on public images of candidates and mainlgcbas opinions of people (see
table 1). At social level mostly it is hard to get“desired profile”, but not
impossible (more easy to fill this task for any isiry more difficult for president).
To drew clear cut lines of authority it is one bétmain role played by leader as
well as manager.

d. PATTERN OF CONTESTATION. It is very importantdaeise any time
it is possible to encounter any mistake in anyigtas well as in any decision. At
social level may be established a pattern basddaah reelection (so a selection
method) if people became unsatisfied with theirecteld representatives in
parliament. So, the representative is strong cdedeeith people and of course it
is hard to maintain shameless person and thievashigh social status as long as
local reelection is possible. But it will be verasy and convenient to keep
dishonest persons in rank and file as long as wagstablished a pattern of local
reelection, being kept as an option only the pattérgeneral reelection (so. no any
selection tool) and so any person able to lye bélleasy elected, reelected (see
table 1). Pattern of contestation implies, at lesmake clear the period of time
disposed for contestation, decision makers, caitenn which is based decision,
persons implied in solving contestation, pattermtéraction of parties during the
“trial” of the contestation and so on.

Any type of selection will bring some consequenaed the consequences
at theirs turn will represent an specific “food” staining a specific social
environment (see table 1)

RESULTS

Selection is a tool but the outcome of the selactigstem mainly depends
on the quality of leaders as well as managers. @nother hand the quality of
leaders as well as managers represents a quaitatiex of the selection system.
The old dilemma egg and hen. The selection systéhraised up the quality of
selected individuals, leaders/managers, and inanriene the quality of existing
leaders as well as managers represents a coretioandi getting a certain
selection system. A dilemma, but most importambistart form an edge or on both
of them. To start means to give the opportunityasomany as possible people to
understand the selection process. In any socialr@maent in which is not
established a quality system of selection, theadfrdividual future is lost
just because most of individuals will not achieleits competence.

Individual lost, in this case, will be lesser theatial lost. The leaders and
managers of our days based on greediness andat@bfrcorruption will not spoil
only ours life but also the future of our childréime reversal of the situation is
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based onreplacing opinions about fitting person for a certain position, social
status as well as jog hierarchical placemerth clear measurement of desired
traits.

This is one of the ways to replace political demisi (based on interest of

group of power) with professional demms (based on priority of the
general/common interest).
DISCUSSION

The method reveals that there are two fields okcddigin, from the
perspective of space considered as follows: s@gaivell as institutional one.
Within each field of selection there are two typpssitive as well as negative
selection (table 1).

THE PROCESS OF SELECTION

Table 1
COMMON
DIMENSIONS POSITIVE TYPES NEGATIVE TYPES
SOCIAL INSTITUTIONAL SOCIAL INSTITUTIONAL
MISSION welfare independent, interest of grou|Self interest df
competent individuabf power som®ne in rank an
file
VALUES/ honesty empathy |creativity powe|Fear privilegegoyalty
CRITERIA Trust opportunitiegindividual/team meritdistrust informity|boss will obedience|
cooperation
RULES fairness Socigmeasuring  desirguntruth opinions  situationg
Solidarity profile professionalcorruption evaluation
Supportive& social performance [competition captatio benevolence
learning unsupportive&
environment unlearning
integration environment
manipulation
DECISION election basedon/team + discussions|election  basein boss hands
social responsibilit] on manipulation
CONTESTATIO |local contest general resignation
N PATTERN reelection(Rule: reelection(rule:
over 51% votes i interest)
favor)
CONSE- RESPONSIBLE |RESPONSIBLE |PSEUDO- PSEUDO-
QUENCES LEADERS MANAGERS LEADERS MANAGERS
SOLIDARITY COOPERATION |COMPETITION[{CONTROL
CIVIL SOCIETY |TEAMS SOCIAL ISOLATION
JUNGLE
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But any selection implies a method of measuringasdeing is usually
easier to be accepted within institution field andre likely to be rejected within
social field. Within institution managers and tlseoworker are deeply connected,
the quality of theirs activities is more directlyosv up throughout the outcome of
each institution. The situation is opposite in tecial field. But, without to
measure it is impossible to get a desired probfdeader/manager needed and, on
this basis, to replace opinions about fitting leadanager with a pool of traits
needed to fit with the desired profile of most tikeader/manager. As a principle
in any social space in which a measurement becamssiljpe the opinion could
replaced with a certain stick (built up based oec#fir measurement) and only so
it is possible to replace a environment of domimaotthe interests of groups of
power with the dominance of general interest ofeits. Also, it is easy to see and
understand the deep connection of those two figldelection, social/institutional,
as well as between those two types of selectiositipe/negative. Of course the
driving force will be social selection system,(tfigan of influence is general and
obvious) but the nutrient basis of quality leadelis assured by the institutional,
selection system (the span of influence broadly fzard to be recognized). In any
situation it is a special environment giving to #mployer as well as employee
opportunities to learn different management methedsniques, as well as to
develop the social sense of responsibility anddgipla of equilibrium.

CONCLUSIONS

In theworld there are a lot of trends as reducing young population as
well as higher mobility (Drucker F.P., 2004,1), as replacing old types of
wealth, as real-estate or money, with a new one: knowledge (Toffler A. &
Heidi, 2006, 4), but our dreams of living within a fitting human environment
giving a satisfaction to the need, of any human individual, of finding his way
implies to assure the freedom from material conditions of life as well as to
avoid manipulation. So, a guarantee, a strong one, in this direction it is to
build up fitting selection systemsin both fields, social aswell asingtitutional.

At social level to establish a selection systenagsure dominant yield of
leaders it is possible only when non-governmerdedds will became as stronger
as governmental one. The real change will takeeplacsituation of equilibrium
between contrary social forces or predominanceiafef looking for promotion of
general interest At institutional level a selectgystem to assure dominant yield of
managers represent a common trait (the institutioriarest is in line with the
output of a such system of selection).

In any case all history of social systems proved ihis in fact in strong
dependence of the history itself of the kind oésgbn assured.

Selection represent for human life the same as shige represent for
society. Without paying respect to ownership wit be any stability and qualitative
dynamics of human environment. Without paying respe the selection system,
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assuring that outcome will be leaders and managedsnot pseudo-leaders and
pseudo-managers, in other words that the selegfibibbe positive and not negative
will not be any chance to get to the daily life thenefit of the management of
human resources. Human resource asks for a domieaognition that the only
criterion of discrimination between human beingssiindividual/team merit. So,
human race is confronted with its entropic evohutignoring selection requirements,
in other words to continue to sustain a negativectien system or with improving
survival chances accepting, building up and maitrgi positive selection system.
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HUMAN CAPITAL IN ROMANIA AN INTEGRATED AND A
MULTIFACTOR CONCEPT

CARMEN MARIA GU T*

ABSTRACT. Human capital status has become, in nowadays Ramamatter
of general interest, considering the perspectidesigning to and joining the EU
structures. Romania’s preparation for the EU irgégn involves, from the
educational point of view, the taking over, the @déion and the implementation
of community acquis in respect of the formation asdge of human capital.

The transition towards market economy has geneiat®bmania a process
different through its dimension and intensity, asteaof human potential through
disqualification, a worsen of the health situatian,expansion of poverty and even
a breaking-up of the family structure.

The authors intend to analyze the reasons ancetudts of this tendencies of
impoverishment, which may lead to the loss of Rdaiaone of the most important
comparative advantages, as an EU with a well-gpalfibor force, that was associated
with lower wage costs, in candidate state; our trgumegan its transition opposition
to the other Eastern-European states.

Keywords: human capital, poverty, education

Introduction

Human resources are represented by the numberapligoén a certain
space, considered both under quantitative and tgtiaé aspects; not only their
number and structure are regarded, but also asothpetence level, education and
learning process, health, as a support for ecoranaied social activities, as an
individual and as a society, raise our intefest.

According to this definition human capital is thbale of general theoretical
and specialty knowledge, of working skills, acqdirduring the education and
learning processes or from the workplace experieaod also of the knowledge
and abilities which are used in the creation preaafsservices and goods, and
which produce incomes both for the owner and thoeesp®

Alfred Marshall saij that the most useful capital is the one invested i
human beings; this statement led us to the comriu$Wherever possible invest in
human capital”.

! Teaching Assistant, PhD student, Faculty of BesiriBabes-Bolyai University, Cluj-Napoca, Romania
2 Glossary Labor Market Terms and Standard and €min Development Terms, 1997.

3 The Oxford Dictionary for the Business World, 1993.

4 Marshall A.,Principles of Economics, Prometheus Books, 1997.
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Talking about the forms of capital, A. Smitays that the four forms of fix
capital are presented in the acquired and usedtiedibf society members. Of
course, the argument can be discussed, becausabilities, knowledge and
competences are not exhausted, but on the conttay, multiply permanently.
These abilities are the property of each individbait at the same time they are
part of the wealth of the society, that the indiatibelongs to. As a result, human
capital is the most important form of capital.

Investment in human capital contributes signifibartio productivity
growth and plays a key role in fostering technatagjchange. According to recent
studie§, an extra year of schooling may add another 6c28gygregate productivity.

The development of human capital, in a broad sengkepe the key to
economic and social progress. It can promote mesnoenic performance and
improve labour market opportunities, living conalits and the citizens’ health status.

Labour market is continuously and very quickly afiag. Not so long
ago, people believed that their own abilities vellow them to remain in the
organization, where they worked, a long time withawblems. But, the accelerated
rhythm of technological and entrepreneurial changase led to the situation that
many workplaces lost their attractiveness and rsigedlany routine workplaces,
with a low level of qualification were eliminatedhile new ones were created,
which required professional competencies and aslitAs a result, the abilities
owned by the people at the moment of their entrtherlabour market have proven
not to be sufficient along their professional cesethus, the learning and educational
processes became necessary.

There have been developed many economic modelsrfalyzing the
investment in human capital, starting from the dmstefit analyses, to the models,
which take into consideration social restrictiomsl ahe unfairness in distributing
the incomes, presented by Gary Becker and Anne deruén “economy of
discrimination”, to the statistical theory of disnmation by E. Phelps and K.
Arrow, to the theories concerning labour markeinsegtationby M. Priore, and to
the social stratification of S. Bowles, till the dalds of educational investment in
organizations, such as “learning organization” mvéstors in people”, that are
connected with the study of J. Mincer.

Human capital is an integrating concept that inekuinowledge, abilities
and competencies, which lead to the human faciuslity. It has a multiple
meaning, including educational and learning praegdbe health of human resources,
the volume and structure of the population’s corion, as well as the population’s
migration on the labour market.

Also, human capital is a multifactorial conceptcéese of the fact that in
its forming and development an important role &yptd by the following factors:

® Smith, A.,Aninquireinto the Nature and Causes of the Wealth of Nations, Oxford University Press, 1976.

® A de la Fuente and A. Ciconkluman capital in a global and knowledge-based economy, part |
(May 2002); and part Il (assessment at the EU cguavtel) (March 2003), ifThe social situation
in the European Union 2004, European Commission, p.18.
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the demographic changes, the economical situatieneducation level of families
and individuals, the public expenditures for hurmasources’ development, the
expenditures of economical organizations for deetptheir own human resources,
as well as individuals’ expenditures, during ttegtive lives and afterwards, for their
own professional improvement.

Regardless of who is financing it, the investmanthuman capital is a
long-term investment, and its effects are showthieycompetencies, performances
and incomes. It leads to comparative and competiigvantages, as John Stuart
Mile recognized 150 years ago.

Recent researches have shown the existence ofrelatigns and correlations
between human capital and a lot of economical,aé@eid cultural variables: the
rate of economical growth and its features, the odtcreativity and innovation, the
productivity, the efficiency, the performance, twnpetitiveness, the employment
and unemployment rates, the dynamics and distibbati incomes, the poverty rate.

1. The evaluation of human capital in a poor Romaai

According to the concept’s multivalent dimensitine Romanian human
capital is presented under various aspects, aswwsllthe level of education and
training processes, the population’s health, tieme and structure of the population’s
consumption and migration.

The level of education and training processes eaartalyzed through the
means of many indicators. One of them is the inoferducatiofy an important
part of human development index (HDI). On natidegél, this was 0.860 in 1998,
but it recorded important regional differencesRimmania there are regions with a
high level of education (West — 0.869; Center -60;8North-West — 0.858), but
there also are regions with a low level (South 820; South-West — 0.743); the
last ones have a low level of development and h payerty raté.

The population’s literacy ratexceeded 97% in 1999, Romania being next
to the average level of the high-developed coum{(®®.7%), but under the level of
most EU countries (99%). A positive aspect is teduction of the differences
between men and women, but there still are marigrdiices at regional level.

The gross enrolment rate at all levels of educdtasrecorded a continuously
ascending positive trend from 66.5% in 2000-20071td% in 2004-2005.

The participation rate in compulsory educationtfie structure based on a
length of 10 years) significantly diminished, asnpared to the enrolment rate
recorded in the previous years (when compulsoncatibn was 8 years long) —
98% in 2002/2003. It seems that the provisions xikreding the compulsory
education from 8 to 10 years did not yet meet thggals, or at least not

" Calculated as a weighted arithmetic average optilation’s literacy rate (with a 2/3 quota) and
the whole number of those included in any formdafaation and training (with a 1/3 quota), each ones
of these values being compared to the levels ésiedol in the National Human Development Plan.

8 Calculated on the basis of Romanian Statistical ezt 1999, National Institute of Statistics.

° Report on Education, Ministry of Education and Resdea2005.
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sufficiently, since a large proportion of the pgpbecome early school leavers,
especially the pupils from rural areas. The parétion rate in vocational education
has recorded a slight increase; the same is validyteum education, in the
technological compared with the theoretical one.

The phenomena of school drop out is higher for éhestering upper
secondary education and vocational schools, ameaisly caused by the lack of
perspectives in finding a work place after grachratiThe same tendencies are
recognized in dropping out of post high school &m@men education (7.7% in
2003/2004 compared with 7.6% in 2000/28iwhich can be explained by the
weak relation between the labour market demandtandualification offers given
by the education and training systems. Other fadffecting the offers have to be
mentioned as well: the evolution of labour marketdnds, the changes in the
occupational structure, the new and attractive dppdies of professional training
and employment. The school drop out rate is 2.8ditrigher in the case of children
living in poor families and 3.1 times higher foo#e living in severe poverty.

On the level of the educational system and on difidhe policy making
level, there are undertaken a few measures tceggigie the early school leavers in
formal education, either immediately or throughetaeducation and training
programs, during their active life. The high valaéarly school leaving, correlated
with the low number of early school leavers wheenger formal education are
elements with severe negative effects on the gqualihuman capital in Romania.
The school drop out phenomena has to be closelyitonmed by each state,
because one of the EU objectives is to reduce 108 by 2010, many member
states having already reached values under thizipige.

The numbers of pupils and students per 1000 intatsitbetween 5-24
years, and per 1000 total inhabitants are indisatathich express the youth’s
capacity of being integrated in the educational draining systems, their
willingness to learn and the density of the popakabeing in school as opposed to
the total number of the population. The levelshafse indicators were in Romania
of 678.4 respectively 176.5 in 1999/2000, and 759 respdgtil/é3.4 in 2004/2005,
while the enrolled and total population have deseda

Beyond the quantitative aspects of the educatieystem, the qualitative
aspects become more and more important. A cripcablem of the educational
system is the gap between rural and urban aredsrnms of qualified teaching
personnel. In 2004/2005, in primary education, %6.@& the teaching personnel
were qualified teaching personnel (98.4% in urb@as, as compared to 94.7% in
rural areas). In the case of gymnasium educati@nshare of the qualified teaching
personnel out of the total teaching personnel W&l al% (96.8% in urban areas
and only 86.6% in rural areasj.

10 Romanian Statistical Yearbook 2005, National lottiof Statistics.
11 Romanian Statistical Yearbook 2005, National lottipf Statistics.
12 Report on Education, Ministry of Labour, Social iSafity and Family, 2005.
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In the new legal framework, the ensuring of qualitghe formal educational
system is not exclusively based on external mesimani (external evaluation
accreditation), but also on internal mechanismspanckdures for quality assurance and
management. Standards, instruments and tools &itygassurance are supposed to be
developed and implemented by the Romanian Agenc@imlity Assurance in pre-
university education and by the Romanian AgencyJoality Assurance in university
education; the implementation of these tools reuispecific training and
school/university staff development, and spedifiting for external quality evaluators.

The weak quality of the Romanian educational sysgemostly due to the
reduced educational expenses: only 3% of the arfADé& and 9% of the public
budget, with a regressive tendenty.

The educational expenses’ size is under the ratleeoEU countries or the
candidate countries. Financial deficit is sustaimed attracted funds — paradoxically
never entirely spent — compensate only partiayldick of internal financial resources.

According to the Human Development Report 2001amdigg the human
development index, Romania is thé"&®untry in the report, being placed among
countries with an average human development iraféar, having being placed 88
in 1999.

The efficiency of an educational and training sysie measured through
the quality of human capital and the concordandevésen work offers and the
demands of the labour market. In Romania therebkas registered a permanent
increasing share of adult population with upperosdary education (67.9% in
1999; 70.5% in 2003), but the share of the popadatvith university degree,
although on an ascending trend, remains below dfield recorded in the most
developed countries (figures for 1999: 8.7% in Roi@a27.7% in SUA; 16.4% in
France; 15% in Germany; 15.4 % in Great Britafn)

Increased competitiveness of human capital canch&ewed though life
long acquisition of knowledge and competencestfarmaigh the continuous up date of
individual stocks of knowledge and competencesjmanus education and trainify.

In Romania, the population’s possibilities for doobus learning are
limited to the existing offers of continuous praiesal training for the active
population, since there are fewer offers compageth¢ existing offers for initial
education, which are generally limited to completstgraduate programs.

The lack of the transfer mechanisms of the learmnogcomes between
various learning environments limits the possiieiditof the adult population to re-
enter into the formal education system and to abta¢ formal validation of the
competencies acquired in the labour market. Thelgupf professional training
remains fragmented, since it addresses especiallijet needs of individuals and

13 Human Development Report, Romania, 2001.

1 White Paper on Labour Force, DTI/UK — 2003.

15 Sectorial Operational Program — Human ResourceglBement 2007-2013, Ministry of Labour,
Social Solidarity and Family, 2006, p. 16.
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not to the companies’ needs. Most of the trainimayjolers avoid modular training
programs, due to the legal vagueness and to thehfaicthe completion of one or
several modules of a training program does notigeoa “profession” and does not
give the trainee the right to an occupation onldbeur market.

The restructuring of Romania’s educational systsmmat yet complete.
Besides from the structural changes conducted @3-2005 and those still going
on, in 2006 the reform is concerned with creatihg tegal and institutional
frameworks and the instruments to ensure the guafieducation, with changing
the status of teachers and their career opportudgtselopment, and setting up
different legal regulations for high school andvemsity learning.

On the other hand, the labour market is constamithnging in the context
of the economical transition, especially shown hg tecrease of the active and
employed population, and by the high level of unleyment rate — mostly the
long-term unemployment (because of the limited cepao create new work
places). There also were a lot of changes in thel®md population’s structure,
significant demographic changes which have leth¢ogrowth of the number of the
population over 60 years and have kept the dembgragependency rate high,
especially in rural areas.

In present times, in Romania there is a poor caticdl between the
educational and training systems’ offers with thbour market’s needs. This is
determined by several factors, such as: the irgeffi involvement of social
partners in the planning of educational activitid insufficient development and
valorization of partnership in education and tnadni limited cooperation in
developing continuing learning programs and workeohlearning programs; the
absence of mechanisms for monitoring the inserioth professional evolution of
recent graduates; the limited availability of ldlegm economic forecasts at national
and regional levels.

The poor correlation between the labour market deinaad the educational
offer mostly explains why recent graduates needng time to integrate on the
labour market and to accommodate with the workeldemands. This influences
in a negative manner the population’s employmets. rBuring 1999-2004, the
activity rate registered a decrease from 68.7%3@% (EU-25: 69.3%, EU-15:
70%); the employment rate decreased from 63.5%/18% (EU-25: 63.3%, EU-
15: 64.7% - in 2004); the unemployment BIM rateistgged an increase from
6.8% to 8% (EU-25: 9%, EU-15: 8.1% - in 2004).dems that in what concerns
unemployment, Romania has a favorable situatior, dbosely analyzing the
phenomena, we may observe that the long term urogmeint rate has registered
an increase from 3% to 4.7% (EU-25: 4%, EU-15: 3:32004), as well as the youth
unemployment rate from 18.8% to 21% (EU-25: 18.24;15: 15.6% - 2004)°

18 Sectorial Operational Program — Human ResourceglBpment 2007-2013, Ministry of Labour,
Social Solidarity and Family, 2006, p.21.
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The unemployment rate on educational level showspgosite correlation
between the educational level and the unemploymagat the higher educational
level, the bigger the chances to find a work pld¢e unemployment rate is higher
in urban areas and among the male populdfidihe process seems to be natural, if
we take into account the effects of the restrusturprocesses, which have
primarily affected the sectors with prevalent mateployment, and also the impact
of the compensatigoayment system to “voluntary unemployment” of labiauice.

For all labour force categories, the unemploymanhigher among the
labour force with low education (9.3%), comparethvthose with superior levels
of education (3.1%); these facts lead to the caimfuthat labour force with low
education has no a qualification to get a job @nléivour market.

The phenomena also have behavioral connotationseicong the employment
of young people, ensuring equality in opportuniteesl treatment, and also the
attitude of the youngsters towards the offered piates.

The lack of the connections between the labour etarkeeds and offers
of the educational system plays an important raléh lon the development of
human capital an on the use of it.

The participation rate to the continuous learnimggsses is very low in Romania
compared with the EU and the New Members Statexage: 8% of the employed
persons. A recent report of NABhows that the share of the 27,472 unemployednsers
taking place in the organized training courses BYENN the total of the unemployed
people registered in 2004, including those regidtet the beginning of the year, was only
2%. The access to the continuous professionainimgis low for the people in rural areas,
while 31.6% from the employed population worksgriaulture®

The latest data on continuous professional traiiggnized by enterprises
show that Romania has the lowest number of entEaprganizing these kinds of,
with a level of 11%, as opposed to the EU averdgé2®o. This is due to the fact
that the small budgets of enterprises and the pemgoh not afford to take place in
such programs, except for special cases.

2. The level of the population’s health

Healthy people are more productive both mentallg physically; they
have bigger wages, they are less absent from wudk therefore, the growth of
their work productivity encourages investments.ffeavho live longer economize
for their retirement, giving founds for investmeHtealthy children have a higher
learning potential, a lower percentage of absestraa®l school drop outs. On
national level, the health and educational progrdeasl to the increase of the
incomes from taxes. All these are favorable fadtmrthe economical development.

" Household Labour force Survey (AMIGO), Nationastitute of Statistics, 2004.
" National Agency for Employment
18 Household Labour force Survey (AMIGO), Nationastitute of Statistics.
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The Macroeconomic and Health Commission’s repasmfrthe WHO
proved that protection and improvement of healtibdth a goal and a way for
achieving the economical growth objectives and feducing poverty. The
financing of health becomes thus an economicalsiment, because health in
itself is extremely productive.

The health expenditures need to rise to 8.5% frd® Ghe poverty being
a major cause of disease and high premature myprt&8iatistics show that the
most important index of a country’s population tieéd GDP/capita. In developed
countries, the average expenditures are of 2,08pB&dyear for health, while in
low-income countries it is 23%, and in very poouwies it is of only 13%.

A recent study of the EU Center for Political Saslshowed that in the
coming 20 years the EU candidate countries musirersn important growth of
the economy rate, which means for Romania 7.3%aa ipeorder to achieve 75%
of the EU average GDP.

The Romanian health system was, is and will renwaider financed at
least for the next 20 years. The growth of GDPteagnd the used proportion from
it for health will not manage to cover the needslensame level as in the EU.

3. The volume and structure of the population conguption

The incomes of Romania’s population decreased dutite transition
period, both under the influence of the inflationdaof the anti-inflationist
monetary policies, and also due to the crisis 8@naand misfunctionality of the
economy. The existence of the underground econoay ld and has an
unfavorable impact on the level of the incomes,dsytecially on their distribution.

In 2000, the real available incomes, on total hbakks, amounted 69.4%
from the level of the 1998. In 2001, their levedistered a slow increase (71.1%
from the level of 1995), the household average ddimmillion ROL/month. The
lowest income is registered in the case of the éasmhouseholds (61,6%
compared with the average level of the country)wa$f as for the unemployed
households (64,8% compared with the average levelthe country). For
employees, the incomes per household exceed tlmalkaverage by 22.3%, and
the incomes of the pensioners are equal with teeage. So, existence of the huge
differences concerning the demand of the educationareas and levels of
employment is understandabe.

55.7% from the households’ consumption expenditamres absorbed by
food consumption. The decrease of the incomes’rigugapacity and the loss of
the incomes determined the increase of the povengnetary defined, being
unable to ensure an adequate level of consumpmidifd standards, which have to
include a progressive demand of the educationataltaral elements, free time etc.

At a level of 70% of the average consumption exgsnthe poverty rate in
2001, calculated, as a percentage of the househbelitg under this level, was

" World Health Organization
19 Calculated on the basis of Romanian Statistical et 2001, National Institute of Statistics.

116



HUMAN CAPITAL IN ROMANIA AN INTEGRATED AND A MULTIF ACTOR CONCEPT

19.2%, the one calculated as percentage of thelgoémpn these households was
of 23.2%, and the estimated one was of 27.8%.

The poverty rate is high even in the case of thpleyed persons (20.5%),
due to the existence of an important segment otthployed population in weak
remunerated work places or which do not ensure geemt incomes (persons from
the underground economy, self-employed in agricubimd non-agriculture activities).

The general poverty situation determines the pajomdo confront with a
lot of privations, regarding life standards, whicbnstitute coordinates to define
the poverty rate from a non-monetary point of vigiae house conditions and the
areas where the house is situated; the househotitsvenent with durable goods;
the possibility to ensure the essential consumpgionds). The evaluation of the
poverty rate for living conditions depends upon VEDiables, which reflect the
privations regarding the conditions typically fdret majority of the households.
The poverty threshold has been established basditeascore of three privations.
The poverty rate from the living conditions is &.2% for households and of 22.1%
for persons. In rural areas this index is six tirngher, compared to urban areas.

The correlation coefficient between poverty, seea monetary aspect, and that
evaluated from the living conditions’ point of vidasof 0.493; the coefficient, which
estimates the intensity of the relationship betwlenconsumption expenditures’ level
and the score registered by the households, ragahdt living conditions, is of 0.465.

According to Maslow’s needs’ pyramid, the populatfostly has to satisfy
all of the physiological needs; in the case ofRmenanians, the resources to satisfy
their educational, cultural, spiritual etc neededme more and more insufficient.

4. The population’s and labour force’s migration

The external migration takes place in Romania udifferent forms: emigration,
temporary migration for work, direct recruitmerdgiiced by large companies, brain-drain,
chain migration, sustained by formal migration éesgdly in families).

The active persons from Romania wish or are fotoddave the country,
because of the fact that wages here are lowerithdeveloped countries.

The emigration process leads to the global decreffieet and accelerates
the country’s population aging process, but thetratsgming aspect is the loss of
the human capital educated and formed in Romaniar 60% of the emigrants are
between 18-40 yedfs so they are educated persons, with a high wadlkcegation
potential. About 60% of the high education gradsid¢ave the country every year.

The cause of the emigration was and is generatethdyailure of the
Romanian economy to create new work places anchéyintadequate payment.
Emigration represents a clear loss for Romania.iffdwming money flow to Romania
from the emigrants or the export of unemploymemincd compensate the waste of
human capital on economical, social and culturatle

20 Romanian Statistical Yearbook 2005, National lottiof Statistics.
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Conclusions

Concluding the results of the research on the tsotwaf human capital in
Romania, we made the following SWOT analysis.

1. Strengths

» Increased tendency of macroeconomic and of ecorsiatidity;

» Human resources in a great number and with higbe¢idaal qualification,
especially in IT, management, medicine, enginediéhds;

» Good geographical coverage of educational offetlscansistent networks
of schools and universities;

» Reduced labour costs and wages as compared ttJthe E

» Starting and supporting national programs for tlesvth of the quality of
education and of the professional trainings, alolegsvith the restructuring of the
educational system, according to the EU standards;

» Establishing of the legal framework for a bettercess to the
fundamental rights;

» Attracting EU funds for creating new services foe tvulnerable part
of the citizens;

» Continuing the restructuring of the educationaltesys and of the
professional training, as required by the EU stedgla

2. Weaknesses

» Insufficient development of the training providersétworks, large
gaps between rural and urban areas, regardingitbreent capacity;

» Low adaptation level of educational offers to thabdur force
requirements and the insufficient material baseif@uring the quality of education;

» Low level of persons’ participation to continuousueation and
training, especially in rural areas and high rafeschool drop out;

» Low level of involvement of the social partners dpecific human
resources’ development programs and insufficietrepneneurial culture;

» The reduction of the active and employed populatithre aging
population, the increase of the migration, esplciar the new graduates with
tertiary education;

» Low mobility on the labour market and high levefsyouth and long
term unemployment;

» Inadequate structure of the population consumption.

3. Opportunities

» The education and training systems’ framework, etiog to the EU
standards;

» The access to the new investment funds — the EaroPecial Funds;

» Increase of the internal demands, together with dbeup of an
institutional, legal and financial framework, faabie to the SMEs’ development
and the private initiative (creating new work plsice
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» Strengthened cooperation and partnership in edurcathd increased
access on the labour market;
» Increasing importance of knowledge based economy.

Threats
Unfavorable demographical trend;
International competition for the workforce withghiqualification;
The external migrations of workers with high ediarzl levels;
The migration of certain industrial sectors towaeds$ernal locations
with more reduced labour costs;

» Low economic and enterprise competitiveness, agpaosa to those
from the EU;

» The faster increase of prices in products and sesyithan that of the
population’s income will generate increasing poyéetels;

» The restructuring of economy will produce new mdpy-offs, and
these will increase the long term unemployment rate

VVVYYH
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FOREIGN VISITORS’ PERCEPTION OF TRANSYLVANIA
AS AN INTERNATIONAL DESTINATION

MONICA MARIA CORO S', SMARANDA ADINA COSMA 2

ABSTRACT. The present paper aims poesent and discuss some of the results
obtained through a research study carried out i ihpoca between May'7and
June 18 2006. We have investigated the manner how thddoreisitors of our
city perceive Transylvania as an international igrardestination. This research
study is part of a larger project of branding cegion. Our main concerns were to
identify the region’s main attraction points frohetforeign tourists’ perception as
well as also those elements they consider beingtiveg

Key words: tourism, research, perception of the region, fpraourists.

Introduction

This paper focuses on presenting the manner harigfowvisitors perceive
Transylvania as an international tourist destimatidhe results of this research
study shall be used in a larger project of brandir@nsylvania as an international
tourism destination. The pieces information that shall refer at were gathered
through a research study that was carried outdrtithe span May"7— June 18
2006 in Cluj-Napoca. In this paper we shall cover following aspects: presenting
the chosen method for carrying out the researdpecively for establishing and
elaborating the work instrument; identifying thgimn’'s foreign visitors’ features;
establishing the size of the sample that was tstiodied.

Taking into consideration the difficulty of gathegidata together from all
over Transylvania, for our study, we have decigedarry out our research only at
the level of the municipality of Cluj-Napoca.

Materials and Methods

Regarding the research methodology, we have detidedinch a series of
hypotheses and to test their validity.

The general hypothesisf the research study was the following: Transyiaa
is an interesting destination for the foreign \adsst

! PhD student, Faculty of Economics and Businessidisimation, “Babg-Bolyai” University Cluj-Napoca.
2 Lecturer, Faculty of Business, “BabBolyai” University Cluj-Napoca.
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Thesecondary hypothesegere:

v' As an international tourist destination, Transyleans positively
perceived by foreign visitors.

v" Cultural elements and ecotourism represent the walsble assets
when it comes to Transylvania’s positioning onititernational tourism market.

v Transylvania enjoys a better international imagatRomania.

The objectives of the current research are: analyzing Transyb/ani
international tourism’s situation; identifying tledements that attract the foreigners
to Transylvania; correlating these with the regsopiofile for promoting it as an
international ecotourism destination; establishivgyv foreign visitors perceive
Transylvania as a destination.

Our research was carried out at the level of Clapdta municipality and
was based on the use of the questionnaire; tthegdita standardized character — in
the sense thaa priori we established the questions’ humber and structbee
sample’s size and structure, and that we did acmpdeviation from the scheme
that we intended to follow. An aspect that we hadkeep in mind was that one
related to the determination of the sample’s simt structure. We determined the
volume of the sample [Cosma, 2002, pp. 22-23] wgdun the selective research,
according to the admissible margin of error andetstablished level of confidence
(in economic studies the minimum accepted leveltlud results’ granting
probability being of 95%); the used formula was:

n:tz* p*(lz- n
Aw

Where:n represents the sample’s sités the coefficient that corresponds
to the specific probability of granting the resdaresults (the values registeredtby
are found in theStudent tables of statistic repartitiorp is the proportion of the
sample’s components, that possess the researdieidefebecause of the fact that,
most of the time, the value @fis not known, scientists have considered that its
estimation with the lowest risk is equal to 0.50-tlsat the dispersion may have the
maximum possible value; a confidence coefficier®s#o, signifies the fact that in
95% of the cases the true proportion will be foanouind a + 0.05 of the estimated
proportion; 7 is the established admitted margin of error (incase + 5%). For

our research we established to ensure a level midamce of 95% and an error
margin of 5%. The coefficient that corresponds 5% probability of granting the
research results is t=1.96 [Cosma, 2002, pp. 22]-ZPhus, the number of
investigated persons who are going to be includdte sample — respectively, the
number of questionnaires that need to be (corfefitlgd and processed — under
the most unfavorable conditions (when the disparsialue is maximum, that
means p*(1-p) is maximum) is of 385 persons.

Due to the fact that the number (385 persons) efsthbjects who should
be investigated was very large, we decided to redue sample, using the method
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of the quotas, as a supplementary sampling mefhogls, we identified the most
appropriate criteria, with relevance and signifa@afrom the point of view of tourism,
used in establishing the quotas:

v' The visit's purpose: tourism 32%, business 8%, gssibnal purposes
12%, personal interest 26%, cultural interest 1a#ter interests 11%;

v' Subjects’ age: under 25 years, 14%; 26-40 yea®; 311-55 years,
32%; over 55 years, 22%;

v' Studies: basic 2%, high-school 21%, university 4p8st-graduate 37%.

Because the use of linked (dependent) quotas wuaveé made the data
collection process very difficult, we used indepemidguotas, only aiming to fulfill
each of the three criteria independently and noukaneously. Thus, the new
sample of our research included 91 persons, whdlddl all of the previously
established criteria.

The work instrument was represented by a questientizat consisted of
20 questions and different identification datatHe next section we shall present
the questions and the answers obtained, as wallf@s correlations and analyses
that we have realized. Because of the fact tharesgarch aimed to measure the
way in which foreign tourists perceive Transylvaagma destination, we made use
of a self-administered questionnaire that contaictmsed-end and open-end
questions. Data were to be collected separatety &ach individual, with the help
of the cities’ accommodation facilities: we droppaat the questionnaires at the
reception desks so that they would be handed dhgetéoreign visitors.

Results and Discussions

One of our main concerns was to identify the maimjetitors of our
region. This is why we believed it would be usetmlenumerate the following
eleven countries for determining the most visitedntries of the ones that we have
considered to be the main competitors for Transylvas an international tourist
destination. One of these countries is Romaniaaiwed to find out how often it is
visited in comparison with the other ten. The rissédr the questiouring the
past five years, have you visited any of the fofigncountries: Greece, Czech
Republic, Slovakia, Hungary, Bulgaria, Croatia, Rold, Romania,
Serbia&Montenegro, Slovenia, Turkey? YesitiNthe graph below are quite clear:
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Countries Visited by Transylvania's Tourists in the Past Five Years

Nurrber of Visitors

Visited Countries

One may easily observe that in the past five yéamania has been
visited by 55 persons, being the leader of thestiaation; then follow Hungary,
Czech Republic and the other countries. Here we hat included Greece, Turkey,
and Croatia because they are mainly summertiméndésns, thus competitors of
Romania for the seaside tourism; the remaindeheftentioned countries may be
included in the category of destinations that haimilar offers with those of
Transylvania. Obviously, some of the mentioned tdes have not been really
visited but perhaps only transited.

The next set of pieces of information that we amg to analyze offers us
the possibility to determine the activities thatefign tourists prefer to practice
when they are on holidays. We believe that thealyses, combined with the region’s
most appreciated features [presented and discussetbther article, Cosp (2007)]
are going to be very useful for establishing thgtidation’s promotion strategies.

The graph below illustrates the answers registaretie case of another
guestion of the questionnaire; we offered the redpots the possibility to choose
the options that best suited them of a series elvewariants. Analyzing gathered
information, we may present the situation: “vigitiaf churches and monasteries”
(4) is the activity that met the most nominatiotieen, closely, follow “visiting
museums and archaeological sites” (3) and “eatingstaurants” (1), which scored
the same. The choice of “going shopping” (2) has akceived a high score, which
shows an important interest towards this specifitvitly. Without calculating the
correlation coefficient we dare assume that theee very strong connection between
the variablesexand the preference for “shopping tourism”, respett, among
women and this type of tourism. Relatively highenaists have also been registered
in the following cases: “practicing of differentsps — tennis, swimming, golf etc”
(9); “dancing” (5); “winter sports — ski” (7); “heeback riding” (6) and “practicing
extreme sports” (8). The subjects seem to be Hsseisted in activities such as:
“fishing” (11), “gambling in casinos” (10) and “hting” (12).
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4 N

Tourists' Prefered Activities on Holidays

70 462 62 65

Scores of 91

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

Activities

We consider it is appropriate to analyze the nexto$ four questions in
parallel, because two of them focus on identifyting manner how foreign tourists
perceive Romania, according to their means of comcation, while the other two
questions provide the same analysis for Transy&anhe four questions were:
What is your opinion about Romania? (Rather posiRather negative)During
the last year have you had any direct contact Wghcountry or with the Romanians
or have you had a mediated contact? (Yes/No; withioy direct or mediated contact;
a direct contact with the country; a direct contagith a Romanian; a mediated
contact) What is your opinion about Transylvania? (Rathesifpoe/Rather negative)
During the last yeathave you had any direct contact with the regionatth its
inhabitants or have you had a mediated contact/(N& without any direct or
mediated contact; a direct contact with the regiardirect contact with an inhabitant
of Transylvania; a mediated contacthe subjects’ answers are presented and
discussed below:

Romania’s Image Transylvania’s Image
Positive | Negative | Total Positive | Negative | Total
74 17 91 87 4 91
81.32% 18.68% 1009 95.60% 4.40% 1009

We may notice the fact that, at the level of thidisd population, Transylvania
enjoys a better image that Romania, in the sergeottly 81.32% of the respondents
associate a positive image to the country, whiehveith 14.28% less that those
who positively appreciate Transylvania. This fdidves us to assume that our previous
hypothesis — according to which Transylvania hbasteer image than Romania — may
be considered valid; it can only be confirmed uriderconditions in which we are aware
that only a limited percentage of the subjects6@%,) appreciate negatively our country.
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Without . Without )
Contact With Contact Contact With Contact
15 76 20 71
Directly Directly . Directly with Directly .
with a with the Néle;rj'efse)d a with the Nzgfggd
Romanian | Country Transylvanian| Region
45 70 23 41 61 29

It is surprisingly to find out that in the caseRdmania’s image, 15 persons
have practically declared that their perceptioramdigg our country has no connection
with any kind of contact — direct or mediated —jlevBO of the 91 questioned subjects
have said the same referring to Transylvania. Thaght be an explanation for
this situation if we were to consider the interveglvpersons as unable to filter
information regarding Transylvania as a distingioa of Romania.

Through the next four open-end questions, we haaetb identify: Romanian
personalities known by foreign visitors; Romaniggspectively Transylvania’s tourism
attractions and objectives that enjoy high notgritical brands and products that
are known abroad. One of our purposes was thdetdify new resources and means
for promoting our region.

When asked to mention Romanian personalities theywk of the 91
respondents, 32 did not mention anyone, while #s mentioned at least one
person and maximum thirteen personalities belongngarious areas of activity.
We have centralized the nominations according teethmain domains. Three
nominations dominate the sectionlture Mihai Eminescu, Constantin Brantu
and Eugen lonesco; theolitical area was dominated by Nicolae Ceascu,
followed by Traian Bsescu; finally, forsports the personalities with the greatest
notoriety were: Nadia Coineci, llie Nistase and Gheorghe Hagi.

The following two questionsP{ease name some of Romania’s tourist spots,
that you have heard adindPlease name some of Transylvania’s tourist spbig,ytou
have heard of.play an important role in enlightening us on ithegter of the notoriety
enjoyed by Romania’s, respectively Transylvaniaigrism attractions, objectives,
and destinations. Analyzing the tourists’ answeesnged to point out the fact that
of the 60 persons who have mentioned at least omeaRian destination or tourist
spot, most of them have chosen destinations os g@bnging to Transylvani&9
persons properly identified and mentioned at lesst destination belonging to
Transylvania, the remainder of 32 people chosariseer option “Don’t Know"/“No
Answer”. We consider that they mentioned the magiutar and, probably, most
frequented Transylvanian tourist attractions. Etresugh questioned persons have
all visited Cluj-Napoca, the city was mentioneddny 14 respondents. The most
popular destinations are: Sigbara (21 nominations); Byav and Sibiu (with 20
appearances each); Bran Castle, respectively “fadDastle” (a total of 25 persons);
Maramureg (8 nominations). The answers were quite differéhere have also been
persons who have mentioned spas and mountaingesort
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There were registered fewer responses for the queedtion Please name
some of Romania’s brands/products, that you hawedhef). Still, the answers
were very different from each other, even thoughribmber of products and brands
was a very small one. We registered a number afdsitresponses have been reg-
istered, while only 40 of the sample’s members matdeast one nomination. The
most famous brands abacia, with 12 mentions andrsus recalled by 6 persons. The
rest of the responses mainly referred to the asg@sific food $armale mititei, uica
etc), to cosmetic products, to industrial productghe providers of telecommunication
services, etc.

A very important matter that needed to be coverad that of identifying
those aspects regarding Transylvania as an inienadt destination that are
perceived as negative by foreign tourists. Unfaataly, of the whole investigated
sample, 58 persons refused to respond; on thelathdr 4 persons declared themselves
completely satisfied and contented with Transylsiaaé a tourist destination and
said they had no negative observations to makemise frequent problems mentioned
by the respondents were: local products’ poor tygddiw quality of offered services;
and tourist infrastructure, respectively roads aedion’s infrastructure (each
mentioned 14 times); then followed: dirt, pollutigumk and misery (with 7 mentions);
food (3); relationships with customers (2), andeoth

When asked how much they would be willing to spéndeuro) per day in
Transylvania, the structure of the 91 responses was

15-100 101-185 186-270 >270 DK
51 5 3 1 31

It may be noticed that a large majority of the tstsrwould be willing to
spend between 15 and 100 Euro per day; this intisreansistent with the responses
offered by the subjects for the sub-question refgrito their perception of
Transylvania; foreign visitors seem to perceivenBgdvania as a relatively cheap
destination, with low-quality expected services@(2007)].

Through the next set of three questions, we haeengted to identify the
means of information preferred by the investiggiedsons when getting informed
about tourist destinations. On one hand, we haweel tio determine the most
appropriate means of communication for promotingngylvania, and, on the other
hand, we have been interested in finding out intwieasure the subjects are or are
not influenced by televised advertising; finallyjother purpose of ours was to
identify the most watched TV stations for tourigierests.

In the case of this question there have not begsteeed any non-responses.
After processing tourists’ answers, we were ablelaborate the following top of
their preferred means of information: Internet 8Iminations); magazines (37);
other means of communication (30); TV (24); newspga§19), and radio (8):
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4 Preferred Means of Communication R
1
907 8
80
7071
o
) 601
2]
2 501 37
G 30
3 01—z 19
€ 301
z 20 8
107
TV Radio Internet Magazines Newspapers Other
\_ Means of Communication (Media) )

The category “other sources of information” regestie33 nominations; three
of the respondents did not mention the used sogsmneans of information. The
alternative sources of information are structureithé matrix given below:

Organizations/Institutions Nr Unofficial Sources Nr
- tourism agent/agency 4| - *word of mouth” 1
- tourism information bureaus 1| -books 1
- tourism discussion forums 1| - acquaintancesnfise 14
- tourism guides 8 | -e-mail 1
Unmentioned Sources 3 |- locals; Romanian friends

Of the investigated sample, 47 (51.65%) personsegpied themselves as
not being influenced by TV shows, so we may corelticht TV commercials also
tend not to influence them; at the same time, 4thefforeigners (48.35%) have
declared that TV programs influence them. The p#ege being very close, we
consider it is useful to also present the TV chémpeeferred by foreigners for
getting informed about tourist destinations. Thees registered a number 50 non-
responses. For the remainder of 41 persons, therglesant (for tourist purposes)
television channels are: Discovery (11 nominatipmgvel Channel (11); National
Geographic (9); CNN International (6), and other.

Another aspect of great interest for our researels ¥ determine the
measure in which tourism spots that we considecetdet Transylvania’s main
attractions (medieval towns, the Castle of Bram, @mrches and monasteries) are
appreciated the same way by the foreign tourighe dnalysis has been realized
according to the visitors’ countries of origin atadthe grades (on the Likert scale)
that they gave to these places or tourist attrastio
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Country of Origin VN(') of Medieval Towns| Bran Castle Churches _and
isitors Monasteries
Austria 4 1.5 0.25 0.5
Belgium 2 1.5 15 1
Canada 4 0.75 1.5 0.75
Czech Republic 1 0 0 0
EU 2 2 1.5 1.5
France 12 1.83 1.08 1.83
Germany 12 0.58 1.25 0.75
Greece 2 0 1.5 0
Great Britain 9 1.78 0.56 1.33
Holland 3 0.33 0.67 0.67
Hungary 3 2 1.67 1.33
India 1 2 -2 1
Italy 9 0.33 0.78 0
Portugal 2 15 1 0.5
Serbia 1 2 2 2
Spain 4 0.75 0 0
Sweden 1 2 1 2
Switzerland 1 2 2 2
Tunisia 1 1 1 1
USA 17 1.71 1.12 1.24
Total 91 1.28 0.92 0.97

As it may be easily remarked, the three selectgebtpf tourism spots received
the following average scores: medieval Transylvatiavns (1.28); the Castle of Bran
(“Dracula’s Castle”) (0.92); the region’s churclze®l monasteries (0.97). Practically, at
the level of the whole investigated population, thterest towards these tourism
attractions (that we appreciated as important)aderate to high, still closer to the lower
limit. We are going to point out the countries witlrre respondents because, in the cases
with fewer respondents, we are not entitled to igdize.

Thus, we may state that the tourists who show w lvigh interest (close to
+2) towards the medieval towns of Transylvania cdroen France, Great Britain
and from the USA, followed by the Austrians. Italimurists are less interested in
these tourism destinations. Unexpectedly, not theercans are the most interested
tourists in the Castle of Bran (“Dracula’s Castléey are placed after the Germans
but before the French ones; still, their interedbetween average and high. British
tourists show a moderate to low interest towards tiburism spot. The Italians’
interest is low (close to moderate) but higher timatihe previous case.

Regarding the last tourism objectives that we hawalyzed — churches
and monasteries — French tourists are the mostestezl, showing a very high
interest (close to the maximum level); they ardofeed by the British and by
American tourists, for whom the interest is moderat high but not very high.
Italians are practically indifferent towards théserism attractions.
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Conclusions

For the interviewed persons, consequently for thelevsampled population,
cultural aspects have proven to be very attracive interesting; so, we consider
that, in the region’s promotion, one should alsistrupon its cultural richness, followed
by the opportunities offered by the gastronomiditrans and by shopping tourism
(a special attention needs to be paid to the ta&t fbcal handicraftsmen offer
products of quality at low or acceptable/attractirees). For some categories of
the target public, Transylvania should be prometec destination of relaxation and
fun (focusing on the activities preferred by theefign visitors: dancing, sports, etc).

Earlier, we have presented the Romanian persawlitho enjoy a high
notoriety. We believe that those who are our coptaries and who have a good
image should be asked to get involved in Transy&/arpromotion. Regarding the
analyses of Romania’s and Transylvania’s popularigbattractions and spots, we
can make two remarks. First of all, due to the thett foreigners have mainly
mentioned tourist attractions belonging to Tranagla, we are sure that we have
not mistaken when we stated that Romania can begisal on Transylvania’s
behalf. Secondly, because Sibiu has received trst nmoinations and taking into
consideration the fact that, in 2007, this cit§eigope’s cultural capital, it becomes
compulsory, when promoting Transylvania, to transfathis situation into a
competitive advantage. After analyzing Romaniamtsaand products, we may
identify several categories that can be usefuldar attempt of advertising for
Transylvania; in this respect, it would be benefi¢d include some of the most
mentioned categories in the promotion strategy.

The region’s image can be successfully sketchedpamehoted only then
when one also takes into consideration the imprevenof the negative aspects
identified and mentioned by foreigners. A key rafecommunication and public
relations requires us to admit our weaknesses afidiehcies, and, obviously, to
assume them and not to ignore them.

One of the most valuable pieces of information thatposses refers to the
means of communication preferred by the investdaterrists. According to the
earlier presented facts, the Internet is by famtlost used means of communication
for seeking information about tourist destinatiofisom our perspective, this media
is an advantageous one for carrying out the regi@nomotion, because its use
allows us to cover vast areas of communicatiorlatively low costs; we consider
that the Internet provides the best dispersiomfdrimation. Evidently, the other
means of communication are not to be excluded: miaga and TV channels —
there are to be used those that were most frequerthtioned, for each country.
We ought to make another remark regarding the dareisitors’ preferred means
of communication; two auxiliary sources of informoat are extremely important
for international tourists: the official touristgtitutions (that have to promote the
region) and the “unconventional” sources (frieratxjuaintances, etc). It is highly
important to realize the fact that the intensitytlué positive image promoted by
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satisfied persons is a lot weaker than that of thgative image promoted by
unsatisfied people. So, in the case of Transylveugeomotion, one needs to pay
special attention to human factors — region’s ersit— and to the degree of
satisfaction they show.

After having carried out our research, we consitit we managed to
successfully prove the validity of the general higpsis of our paper: “Transylvania is
an interesting destination for foreign visitors’hél statement is sustained, on one
hand, by the fact that 51 of the 91 respondenenihto return here in the coming
two years, and, at the same time, 20 of the samph&mbers are not sure about
returning here in the near future but they havetioead at least one purpose for a
future a visit; on the other hand, the general egiptions regarding Transylvania
have received scores between partial and full aggee Moreover, as we have
already shown, Transylvania’s main tourist att@atsi and spots are positively
appreciated and raise the interest of the samplajerity.

The validity of the first secondary hypothesis -s"&n international tourist
destination, Transylvania is positively perceivegl foreign visitors” — is also
confirmed, through the fact that 87 of the intewéel persons have considered that
the region’s image is a positive one. The seconligppthesis — “Cultural elements
and ecotourism represent the most valuable as$®ts ivcomes to Transylvania’s
positioning on the international tourism market.has also proven to be valid. We
have earlier shown that Transylvania is mainlyltucal destination and that it offers
what foreign tourists expect form this region. Relgag the third hypothesis, we
may notice that, under the circumstances in whidhe investigated population (of
91 persons), ten (that means 10.98%) have visiteddgion for business in the
past, and nine persons (respectively 12.68% o¥1hgersons who intend to return
here) would travel for business purposes. Evenghdhe percentage of people
interested in business tourism is not very highpe#eve that these tourists should
be included in the target-segments of Transylvariaally, we may consider that
our last auxiliary hypothesis — “Transylvania egay better international image
than Romania” — has been also confirmed by theestsijanswers: while 87 of the
91 respondents associate to Transylvania a positiage, only 74 of them perceive
Romania positively. Still, we have to draw one’sation upon the fact that both
Romania and Transylvania actually enjoy a posiappreciation of the foreign
visitors; moreover, by correlating the answers ioleid for the first question with
those for questions 8 and 10, we may notice theviirig things: a number of 72
persons associate positive feelings to Transylyaltaare indifferent, and for 2
persons the region generates rather negative smtimwhile a single subject
could not associate to Transylvania any sentiments.

In conclusion, we consider that Transylvania’s psbam as an international
tourist destination would be very useful; the ragiught to be differently promoted
for each category of tourists, according to the®f@grences: tourism, business,
professional interests, personal interests, culintarests and other purposes for
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which they travel, as well as according to the vimywhich they perceive this
region. The most appropriate means of communicasidime Internet, followed by:
magazines, alternative sources of information ahel/iision. The countries where
Transylvania is compulsory to be primarily promotasl a cultural destination are
France, Great Britain, the USA, and Germany; gleanl their case, one may always
consider to also promote the region’s other tygasuwism. That is why, we suggest
that local authorities create an agency to prormioémsylvania on the international
tourism market because this fact will result in Roia’'s promotion, too.
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