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T&A Agency

Taninna AlT ALI SSILMANE

Manhattan Institute of Management, New Y ork, USA

1. Executive Summary

Communication is a really important
principle for the smooth running of a
company. Nowadays, the competition is so
tough currently for brands that they must find
a way to differentiate. T&A Agency will
provide them this differentiation. To allow
them to play the game well, T& A Agency will

develop for our customers an effective
communication strategy by using all
communication materials needed like

advertising, design, visua identity, internet,
..., to access the top of the advertising market.
T&A agency leitmotiv will allow us to adapt
our abilitiesto every project specialized within
the fashion industry and perform as the most
efficient aswewill. T& A Agency will become
the most efficient advertising agency because
we have awide range of abilities that allow us
to cover every sides of the communication
field.

As a smal communication agency for the
beginning, we will target every type of
customers while keeping in mind to aways
follow our premium-services values. After
reaching a certain level of awareness and
serious reputation, we will be more
specialized in terms of target.

Thanks to the global and specialized skills of
al the T& A Agency coworkers, we will be
able to build from nothing a strong and
powerful communication strategy for al our
customers, from establishing a communication
strategy to evaluating the communication axes
relative to the field of competition including

1"

building the basic message that will be
declinable on all communication materials. In
thisway, T&A Agency will become the leader
on the advertising market.

Chart: Highlights
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1.1. Mission
T&A Agency will provide to our customers
the best tools to “Make the Difference’. We
will create the event around a message with
the most impact to seduce the public and
create for them a real sustainable image. The
main motto of T&A Agency is the
“Creativity”. The work that we will
accomplish will ensure relevance, creativity
and reactivity.
Moreover, T&A Agency will highlight our
work :

- to develop the image of a company
both externally and internally,

- to promote an event, to motivate,
inform and involve ateam,

- to grow and develop loyaty of
costumers or potential investors.

T&A Agency want to become the first partner



of companies to design and embrace the
companies pursuit of promotion and
awareness.

2. Company Summary

T&A Agency is a global communication
agency which offer to take over al
communication needs of a company through
the five main centers of the field of
communication as communication audit,

consulting, global communication
(commercial communication (or product),
corporate communication, brand

communication, event communication
corporate and financial communication),
graphic studio (visual design, special effects,
editing and image processing, shooting, object
identification, virtual Intelligence ...), internet
(crestion of dynamic showcase dite,
e-commerce) and multimedia (E-CARD,
CD-ROM).

2.1. Company Owner ship
Taninna AIT ALI SLIMANE is the owner of
T&A Agency.

2.2. Start-up Summary

Taninna AIT ALl SLIMANE will incur a
long-term business loan. Therefore, the
following table and chart show projected
initial start-up costs of T& A Agency.

Table: Start-up Funding

Sart-up Funding

Start-up Expenses to Fund $34,500
Start-up Assets to Fund $215,500
Total Funding Required $250,000
Assets $60,000
Non-cash Assets from Start-up $155,500
Cash Requirements from Start-up $0
Additional Cash Raised $155,500
Cash Balance on Starting Date $215,500
Total Assets

Liabilities and Capital

Liabilities

Current Borrowing $0
Long-term Liabilities $100,000
Accounts Payable (Outstanding

Bills) $0
Other Current Liabilities (interest- $0
free) $100,000

Total Liabilities
Capital
Planned I nvestment
Taninna Ait Ali Slimane $0
Other $0
Additional Investment Requirement | $150,000
Total Planned Investment $150,000
Loss at Start-up (Start-up Expenses) | ($34,500)
Tota Capital $65,500
Total Capital and Liabilities $215,500
Total Funding $250,000
Chart : Start-up
Start-up
250000
]
200000
Q},E,f"
1§0 D00
wﬂ)‘”o;_m.l
E xpenses Azzets Investment Loarns
Table: Start-up
Sart-up
Requirements
Start-up Expenses
Lega $1,000
Stationery etc. $1,000
Brochures $1,000
Advertising $20,000
Expensed Computer  $10,000
Equipment/Software
Insurance $0
Rent $1,500
Research and Development $0
Other $0
Total Start-up Expenses $34,500
Start-up Assets
Cash Required $155,500
Other Current Assets $60,000
Long-term Assets $0
Total Assets $215,500
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Total Requirements $250,000

website;
intranet,

and public relations,
interna communication :

3. Services

T&A Agency will offer an entire
communication strategy from the
pre-questionnaire and building the basic
message that will be declinable on al
communication materials to post-campaign

analysis. The services will include the
following :
> Pre-questionnaire before

establish  the  communication
strategy as the following :
-WHAT: what product, service, action, what
do we want to promote?
-WHY: what are the objectives? (type of
objectives. awareness, image, behavior,
information)
-TO WHOM: to which targets? (Setting
targets, and their motivations and brakes.)
-HOW: what budget is allocated?
-HOW: by what means - tailored to each
target, and based on budget
-WHEN: depending on what planning
-FOR WHOM: who is the voice messages of
the organization?

» The marketing analysis of the
company (its culture, its values, its
place in the market) and the
product, brand, competitive
environment, the needs expressed
... resultsin a position of product.

» The development of various
actions based on chosen targets and
positioning : axes and themes of
messages, visual symbols, graphic

> The

choice of means of
communication (externd
communication: media; direct

marketing, sales promotion, press

13

corporate press ...)
» The post - campaign analysis with

a monitoring of performance and

possible readjustment of

objectives, resources or supports.
With our “Gold Rules’ of credtivity,
relevance and reactivity, T& A Agency will
adapt our services to each customer relative
to what they need.
4. Market Summary Analysis
After a recession in 2009 ended in June, the
marketing and communication market « has
come back to life ». According to the Ad Age
Agency Report (survey on the performance of
more than 900 U.S. agencies), U.S. revenue
for marketing - communications agencies in
2010 increased by 7.7% to $30.4 hillion.

1.5, AGENCY REVENUE GROWTH JELIIERVG T GY G 477
; Agency revenue
+8.6™ L7 +88" 86" rebounded in 2010

75
Source: Ad Age Agency Reports.



2010 US, revenue by discipline for 900-plus agencies inreport
CRM/DIRECT MARKETING? $4L.75 niusion +54*

CRIVDIRECTS DIGTALREVENUE ADVERTISING #9.55 snuon +s9*

S200BILLION

DIGITAL SPECIALTY! MEDIA 52,50 susion 475
#5305 wuuoy +16s* —_—

T.B%Z

HEALTH CARE 5’2.83 BILLION +6:3%

PUBLIC RELATIONS *3.36 nuuion 465~

PROMOTION S2.38 sivsion +63*
1 Digital - specialty agencies.
2 CRM/direct agencies had $4.75 billion in
revenue including $2.00 billion from digita
services. Numbers rounded. Source: Ad Age
Agency Report 2011.

The U.S. marketing and communication
market is very saturated and difficult to enter

in. Indeed, to survive, the agencies need to
find a efficient positioning. So, new agencies
like T&A Agency must have a innovation
idea. Nevertheless, specialist advertising
agencies can also be'full - service" which
means that like T&A Agency, the target is
specific but they offer al the genera
advertising agency services in the specialized
field they chose.

Concerning the main competitors on the
market, the leading US Agencies in 2010 by
revenues from all disciplines (advertising,
media, marketing services) are classified in
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The market is leaded by four multi - agency conglomerates which are WPP, Omnicom Group,
Publicis Groupe, Interpublic Group of Cos. in 2010.
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2010 worldwide revenue for world's 15 largest agency companies. Some figures are Ad Age estimates.
Some U.S. figures reflect North America

See expanded information on these companies: AdAge.com/agencyfamilytrees2011.

Source: Ad Age DataCenter.

That! Mission of their advertising

4.1. Market Segmentation Company | company : To ensure that the

In view of the oversubscribed market, T& A client is happy. A happy client
Agency will be specidized in the is a busy client. Nothing else
communication of fashion brands and matters. It just so happens it
companies. So, we will be focused on the takes a lot of energy,
SpeClallﬂ advertising agenCIes of fashion dedication, confidence and
industry. leadership to develop creative,
Since T&A Agency is specidized in the effective advertising
communication of the fashion and apparel campaigns with measurable
industry, the main competitors of T&A results. We expect nothing less
Agency are summarized in the following table from our creative masterminds
: and analytical professionals,
Table : Main competitors of T& A Agency and you should expect nothing

less from your advertising
agency. World Headquarters

15



Art
Inc.

Zulu

()

Bergman
Associates

Berc

ThincTank
NY

b

(Centra Florida), That
Company, Advertising Agency
Division, 8500 US HWY 441,
Leesburg, Florida, 34788 —
Sdes Office in New York,
New York : 917 - 934 - 3575.

A design firm specialized in

brand identity, positioning,
and launching located in
Mahnattan.

A New York based design and
advertising agency offering a
full range of unique services:
logo design; corporate identity
creation; branding; art
direction for photography;
graphic design; advertising;
marketing; editorial design and
package design. Bergman
Associates was founded in
1991 by internationally
recognized creative director
Robert Bergman.

offers a complete range of
brand consulting for apparel
and accessories brands. 1.
Brand Planning and
Development : they identify a
brand's core values and design
toward 2. Product Design and
Development ThincTank
offers partial or full service in
product design from
silhouettes, fabrication, trims,
graphics, graphic application,
to technical drawings and wet

processes. ThincTank
specidlizes in  the Mens
sportswear, Womens
sportswear, Denim,

Accessories, Market / trend /
vintage research. 3. Brand
Identity Design : ThincTank
utlilizes avariety of innovative

processes to develop
following: Naming and
Taglines, Logos and

packaging, Brand signature
details, Brand identity
manuals, Brand image book
They approach each client on
an individual basis, as they
know there's no such thing as

off - the - shelf brand
strategy. 4. Marketing and Art
Direction

4.2. Service Business Analysis

According to John Durrel (1998), branding
represents “a consistency of quality and
meaning associated with a designer's
collections that will carry over from year to
year”. Despite changes in design from one
season to the next, these changes in fact
reinforce the particular company’s image. (N.
M. Rantisi, 2001).

The fashion industry brings in more than $973
million every year. Like in the advertising
market, new fashion brands and companies in
the apparel and fashion industry must be
specialized and different from the competitors
to survive on the market. As the industry
grows and in order to be the most aware and
well - known from the customers, they must
appeal advertising services provided by
advertising agencies for the fashion industry
like T&A Agency to promote products and
service.

5. Strategy and I mplementation Summary
T&A Agency will use our services to launch
our proper advertising campaign and establish
our

customers.

The global fashion apparel industry is one of
the most important sectors of the economy in
terms of investment, revenue, trade and
employment generation all over the world.
The retail industry is US the number one
growing industry and the fashion retail is the
top growing and largest in the retail industry
of the U.S.

5.1. Marketing Strategy

16
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J. Richardson, 1996, stated : « In rapidly
changing and highly competitive industries
such as the fashion retail market where
products have short product Ilife and
differentiation advantages may be quickly
imitated, it is important for fashion companies
to be sensitive to changes in fashion trends
and to be able to swiftly change their line of
production when the need arises ».

Besides, according to the Census Bureau, the
total salesin the U.S. retail industry in 2008 is
$4.475 trillion. Over - al, thetota sales of the
top ten companies in the global retail industry
is $978.5 hillion in 2007, according to
international  consulting group, Deloitte.
Retailing is the primary driver of the global
economy, making such large sums of sales
annually.

More precisely, the fashion industry remains
one of NYC's largest and most prominent
sectors'. It employs 165,000 people,
accounting for 5.5% of NYC's workforce?,
generates $9 hillion in total wages and tax
revenues of $1.7 billion® and serves as
headquarters to over 900 fashion companies”.
Therefore, the NY C's fashion retail market is
growing at a considerable rate. From 2010-
2025, it is projected that employment for NYC
clothing and accessories stores will increase
by 13%°. Consequently, T&A Agency can
expect a rise of our customers since the
fashion industry in New York City is hugely
devel opped.

In addition, T&A Agency appeals a
considerable social media strategy through

! Industry Snapshot — Fashion in New York City, 2011,
New Y ork Economic Development Corporation.

2 NY S Department of Labor, 2009

¥ NY S Department of Labor, 2008, 2009; NY CEDC,
2008 (derived from NY S Department of Finance and
NY S Department of Management and Budget)

“ Hoover's, 2010

®> Moody’ s Economy.com, 2010
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growing and developed socia medias as
Facebook, Twitter, Googlet, ... :
http://www.facebook.com/#!/pages/'TA - Age
ncy/165429243567738

https://twitter.com/#/TandA Agency
https://plus.google.com/u/0/b/1159042507392
56193883/#

http://onlinecounselinghour.com/?mlp=ta - ag
ency

5.2. Sales Strategy

Because of growing numbers of competitors
on each market, the differentiation is essential.
Most of the companies establish tenders in
order to find their advertisng agency. A
tender is a procedure by which a potential
buyer requests different suppliers to make a
business figured proposal in response to the
detailed formulation (specifications) and his
need (product or service). Tenders can also be
placed outside the specific legal framework,
by companies looking for suppliers. Some
websites have also specialized in the passage
of tenders easily available online for free even.
In asimplistic way, the tender can be analyzed
in five steps : writing of the briefing,
preselection of the guested agencies,
presentation of the briefing, the 1st round, and
the 2nd round. Regarding the rounds, it is
expected that during the first round agencies
present their strategic recommendations
(corporate communication and operational)
and their policy recommendations for the next
three years. No creation is requested for the
first round. One budgetary approach is
requested for this first round, particularly on
agency fees. During this exchange, the agency
will also present the material and human
resource. One goal is to recruit a permanent
and stable partner.

The advertising agencies are actualy in



competition so T& A Agency must be different
and attract the customers. In the same way of
our three « Gold Rules », T& A Agency offers
customized services in order to establish a
perfect communication plan which fits with
the needs of the company. No more
unnecessary expenses and  inconsistent
communication budget, T&A Agency is
creative, reactive and relevant to listen to our
clients and guide them to a project as
impactfull as it must be. Our customized offer
leads to several plans and packages that would
be the most personalized and relevant to the
project as possible.
T4 Com {Communication Strategy)

$10000

Separated Items (Pre-questionnaire, Merketing analyds 53000

ofthe company, Various actions, Means of
communication, Post-Camaign analyss)

T&A Agency works with relevance and
reactivity. Consequently, the packages can be
customized according our clients' needs. In a
way to differentiate from our competitors, our
price are not high because we establish a
commission on the consequences of our
campaign. It will ensure our clients our
involvement and guarantees regarding our
work.

5.2.1. Sales Forecast

The following is the sales forecast for three
years.

Table: Sales Forecast Chart : Sales Monthly

Zales Monthly

30

00

25000
20000
‘5[0] e
10000

5000 7

1]
Month2  Momihd  Monthd  Monthd  Month 10 Month 12
Morthi1  Month3  MonthS  Month T Month@  Math 1

Chart : Salesby Year

Sales by Year

Year 2

‘fear 1 Year2

5.3. Competitive Edge
The competitive advantage of T& A Agency
are the following :

Sales Forecast

O T&A Agency highlights our work with

the three “Gold Rules’ : creativity, reactivity

T&A Agency is specidized in the
fashion industry then we can focus our skills
in a specific field that our co - workers

O All the broad range of services that we

Year 1 Year 2 Year 3
Total Sdles  $225,830 $370,000 $530,000 and relevance.
Yea 1 Year 2 Year 3
Direct Cost
of Sales $2,000  $5000  $7,000 oo
Sales Monthly

provide will allow T&A Agency to build from
nothing a strong and powerful communication
strategy for each customer relative to what
they need.

i The attention of T&A Agency to our
client lead us to propose different kinds of
payment and customize our package to
embrace the needs of our customers.

6. Management Summary
Taninna AIT ALI SLIMANE will be the CEO
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of T&A Agency. To be effective, T& A
Agency will also hire a skilled staff that can
provide all the promises that we follow.

The company plans to hire personnel as the
agency begins to get large numbers of
contracts.

At the beginning of our agency’s life, the staff
will be composed of the basic departments
that T& A Agency need before get wider :

- A sdes manager that will fulfill the
commercial function in the agency.
The tasks of the sales function in fact
contain two dominant axes : internal
and external coordination and the
elaboration of the communication
strategy.

- A creative manager who oversees teams

of creative (copywriters and art
directors, within a creative team) in
order to identify in the business
strategy a simple idea, strong and
concise. The creation is the label of the
agency and its image against the
outside.
The creative department must be able
to summarize the business strategy into
a smple idea, strong and concise data
and trandlate it into art. The creative
work as closely with the other two
departments that are the business
strategic  functions and executive
functions.

- The board is part of the media strategy
consulting communication. T&A
Agency can provide this service
divided in two essential and distinct
poles, one on the analysis and media
studies and corresponding to the tasks
of media planning, the other pole is
oriented to functions of a commercial,
media buying and negotiation. These
functions will be provide by a senior
research fellow and/or a media
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planner.
- Then, the art buyer is in charge of the
executive function which is essentially
a role of production  and
manufacturing. It embodies and
expresses the most relevant creative
idea. He manages the implementation
and technical implementation of
communication campaigns.
6.1. Personnel Plan
The summarize of the T& A Agency staff isin
the ollowing table : Table : Personnel Plan
Personnel Plan

Year 1
Taninna AIT ALI SLIMANE -
CEO $32,000
CFO $28,000
Sales Manager $25,000
Creative Manager $25,000
Project Manager $25,000
Media Planner $25,000
Art Buyer $25,000
Secretary/Receptionist $18,000
Other $0
Total People 8
Total Payroll $203,000

7. Financial Plan
7.1. Breakeven Analysis

The monthly sales break-even point is
shown in the table and chart below. Table:
Break-even Analysis

Break-even Analysis

Monthly Revenue Break-even $19,308
Assumptions:
Average Percent Variable Cost 0%

Estimated Monthly Fixed Cost  $19,308

Chart: Break-even Analysis



Gross Margin Monthly

$12,000
§32,000

$8,000
§30,000
$4.000 27,000
524,000
$0 521,000
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(34,000)
515,000
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55,000

($12,000)
56,000
§16,000) 53,000
0
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$3.000 $9.000 $15,000 $21,000 $27,000 33,000

7.2. PI’OJ eCted PI’OfIt and L oss Chart Gross Marg|n Yearly
T&A Agency will be profitable from the
second year and will grow by almost 9% Gross Margin Yearly
after the second year.

Chart: Profit Monthly

$400,000
Profit Monthly
$300,000
£10,000
=000 $200,000
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$100,000
34,000
52,000 u
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50
152,000}
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Cirect Castof Sales 200 5501 .00
. iher Production Expenses 50 5 1l
Chart: Profit Y earl y Totd Cast o s 20 a1 00
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Gross Margh % 0.00% 10000% 10007%
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= Sales and Marketing and Cther Expanses 000 0,000 0,00
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Chart: Gross Margin Monthly
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CHILDREN'SOBESITY IN THE UNITED STATES
AND THE ACTIONSOF THE MEDIA.

Mathilde BERNADAC, Assha GHORI, Julie CANNENTERRE,
Nicole MOU, Solinda M OUL

Manhattan Institute of Management, New Y ork, USA

INTRODUCTION

In 2011, Michel Obama has launched a
campaign called « let's move »[1]. It points
out the fact that a lot of areas of the United
States are free of supermarkets which conducts
people to feed themselves in the local markets
that usually do not provide fresh food. She has
obtained from the most important retailers,
such as Wal-Mart, Supervalu, Walgreens, the
ability to propose a wider range of fresh
products for lower prices. That is why one of
the biggest retailers ‘engagements is to open
supermarkets in those areas. For instance,
Wal-Mart promised to open between 275 and
300 supermarkets in those specific regions:
330 million dollars are dedicated for this
national project. Why that much? For the
reason 32% of children (from 2 to 19 years
old) are obesg[2].
Obesity is one of the sicknesses the easiest to
recognize but hardest to treat and prevent. In
the United States, it has become the major
health issue for the government because of
disastrous data showing its rapid increase in
the last few years. In order to fight against this
dramatic phenomenon, the government and
media have decided to collaborate, targeting
parents first. Indeed, children are the first
victims and recent studies have shown than
more than 80% of the children will be obese if
their parents already are]3].
There is a difference between overweight and
obesity. Overweight is the fact to have “an
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extra body weight from muscle, bone, fat, and
water”[4] . However, obesity is “having a high
amount of extra

body fat”. The use of Body mass index (BMI)
is based on height and weight and help doctors
and specialists understand the issue.

We will illustrate our project with a current
polemical issue. With their well known slogan
“It took us 30 years to get us all talking about
childhood obesity”, Strongdlife are at the core
of the debate with their polemical campaigns.
Their main objective is to target parents in
order to make them redize the danger
occurring to their children if they do not fight
against their health problem[5]. It can have
several consequences such as coronary heart
diseases, gallstones, diabeteg[6].

In our project we will introduce you first the
methodology we will adapt for our researches,
before going ahead and exposing the main
facts of our topic. Then, we will talk about the
strategies the media have adopted in order to
struggle against obesity and how they have
implemented them within the American
society. Finally, we will relate our topic with
our MIM courses such as Managing
Innovation and Technology and Social Media.
In our annexes, you will be able to see the
interviews we will realize thanks to the direct
contribution of American protagonists.

METHODOLGY
The second chapter will focus on methods. For
the issues oriented paper on The impacts of



social campaigns on children‘s obesity in the
US, it has to be decided whether a quantitative
or qualitative research has to be adopted.
Choices of methods will be discussed and
justified in order to accurately lead the project
on the Issues oriented paper.
Quantitative or Qualitative?
Characteristics of both researches
Researchers can carry out their
researches with a lot of different methods but
there are two main researches which are the
guantitative and the qualitative. However,
debates between those two types of methods
have never stopped thus this issue has been a
dilemma since ages. Nonetheless, before
going into the process on an investigation both
guantitative and qualitative methods have to be
studied in order to be conscious of strengths
and weakness of each and then justify the
research method used.
Strauss and Corbin (1998, p.92), affirm”
guantitative research is empirical research in
which the researcher explores relationships
using numeric data” where as qudlitative
research “is any type of research that produces
findings which have not been discovered
through statistical procedures or other means
of quantification”. The man difference
concerns the scientific argument thus the
guantitative research is supposed to be more
factua and reliable because information and
evidences can be figured out with numbers and
theories. In general, quantitative method are
used to analyze factions of people and
demographic. Pickard (2007, p. 146) said the
purpose of survey research is to gather and
analyse information by questioning individuals
who are either representative of the research
population or are the entire research
population. However, qualitative research also
uses surveys because it has a descriptive
aspect useful for qualitative data.
Which research?
Patton (1978, p.28) assumes both gquantitative
and qualitative type of data has both
limitations and strengths. That is why some
researchers will recommend the triangulation
(Simon and Hittleman 2001) which consist in
using data from different types of researches.
Besides, “mix method” (Creswell and Clarck,
2006, p.136) is “the use of multiple data

collection techniques compensates for any
limitations of individual techniques’ (Marshall
and Rossman, 1990, p.42). Mix method may
appear as a way to present deeply a study but
even if using the strength of each research can
compensate the weakness of both, only the
gualitative research is here useful to this
research study.

It follows from al this analysis that
quantitative research is not appropriate in this
research study. Numerical data, graphics or
statistics are not useful to demonstrate and
determine the the impacts of social campaigns
on children‘s obesity in the US. We have fixed
that three interviews will be a great
opportunity to collect different rich data and
opinions from three different interviewee. The
results of these interviews will then be
discussed and analysed.

| nterviews

During the research interviews will be done to
collect data because the researcher is searching
for rich and descriptive details. Pickard (2007)
established “Interviews are usually used when
we are seeking qualitative, descriptive, in-
depth data that is specific to the individual”; In
general, interviews are used for “descriptions
and feelings about current events and
predictions of future events’.

During the three interviews a semi-structured
interview will be used: prepare a number of
questions in order to design and give a
framework to the interview. However,
depending on the flow of the interview and the
answers of the interviewee some more
guestions may be asked and other not.

MAIN FACTS

Over the past decades, obesity has become a
major concern in the United States. Indeed,
alarming data reveal one person for three is
concerned about this sickness. The rate has not
diminished for 10 years in any of the 50 states
of the country and until 2006, there was an
evolution of 5% per year. This phenomenon
keeps on bringing worries to the government
and institutions because it is the only one
cause of deaths (among alcohol, drugs and
sexual relations) which has known a boom that
high for the last few yearg[7]. Children have
become the first preoccupation because of the
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dramatic increase of obese among them: 23
million.

Every year, the government must deal with the
growth of its budget granted to the medical
sector because of those hedth issues. It
represents more than 10%, which means an
amount of $147 billion per year. An
overweight person will have a medical budget
care superior of 40% in comparison with a
healthy person. According to the last
researches from Ali Mokdad and his
coworkers from “Centers for Disease Control
and Prevention”, every year, this sickness is
responsible for more than 400000 deaths,
second cause after the tobacco (with 430000
deaths)|[8].

Obesity does not result from only one factor
and can be explained by severa ones. The
most important will obviously concern food
habits of American people. In the daily file,
snacking and nibbling have become common
gestures for a mgjority of the population, who
has lost regular and specific lunch and dinner
times. This loss of references explains the
disorientation of the body and the inability to
regulate itself. Its desire of food will be high
and constant all day long. This new way of
consumption  has  considerably  been
encouraged with the high development of fast
food chains. Some researches show that ¥4 of
the population is at least eating once aday in a
fast food. The common American orders every
week 3 hamburgers and 4 portions of fries.
The movie “Super size me’, from Morgan
Spurlok, illustrates perfectly the effects of junk
food on the body and its health consequences.
Indeed, it is a documentary following him for
one month, eating in the famous restaurant
chain “Mac Donald” 3 times aday. Thetitle of
its film is humorously sarcastic and makes
reference to the menu “super size” he had to
chosen to eat, which made him took more than
11kgs. As a consequence and after only 30
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days, he got kidney, liver and cholesterol
issues. Thanks to this report and its worldwide
extension, the restaurant will be forced to stop
providing this menu[9].

Furthermore, the tendency of the society,
promoting technology and the use of high tech
items instead of practicing sports, has
committed disastrous consequences on the
daily habits of American teenagers.
Consequences on the body resulting from
obesity are numerous. diabetes, hypertension,
sleeping problems, dependence towards some
aliments and so on. However, this sickness
will affect as well the psychological state of
people concerned. Indeed, the victims will
usually feel guilty of their body, ashamed and
depressed because of the reect from the
others. Unfortunately, society can be cruel
with the weakest and most sensitive persons.
They are most of the time targets of sneers,
mocking remarks and even insults. A famous
research from Yale University reveas that
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obesity isthe4 major cause of discrimination,
behind the sex, age and origin factors.

At school, students do not feel sorry and are
most of the time extremely unkind with their
school friends who are not following the
common norms. They do not hesitate isolating
one of the children because of the overweight
problem. However, discrimination goes on
even after school, once the person will start
searching for ajob. It will be more difficult to
obtain a work because of prejudices existing
within the society and having a big influence:
indeed a boss will perceive an obese person as
someone lazy, without perseverance and any
goas in his life. Furthermore, it can have
negative consequences in the daily life as well.
For instance, when taking common means of
transport, a new legidation has been applied
where are asking obese people to pay two
tickets instead of one. Regrettably, this new
law it is not an isolated fact.



Some surveys affirm in United States in 2035,
37% of men and 44% of women of 35 years
old will be obese. It is a result without any
precedent and aerts al the institutions and
pushes them to react. This is the reason why
the government and institutions keep on
searching solutions more and more innovative
in order to fight against this sickness. The
medical field is effectuating some researches
and provides advice to the population through
slogan such as “eat to live: don’t eat to live” or
“eat healthy”. The government has launched
several actions in order to fight against obesity
in the United States. Today, there is a law on
which they are working on, which would
impose atax on products judged unhealthy and
dangerous for the population. Furthermore,
many associations have been created, such as
“The National Action Against obesity”, whose
main am is to reduce the discriminations and
prejudices existing within the society10].
Solutions in order to fight against obesity are
numerous but complicated and can not
guarantee a full success. The problem is
obesity results from unhealthy behavior from
the person, attracted by the abundance and
rapidity of food consumption. Causes are
social, scientific and morals and create a reject
from the  society and numerous
discriminations. It is a Situation where it is
often scarce to get better on our own: help is
vital in the cure process.

As a consequence, we could wonder if the
solution the most efficient would be the media
influence, in order to help changing the state
of mind and behavior of the daily life[11].

STRONG 4 LIFE‘'SCASE

The organization

Strong4Life has been created recently in
January 2012 in Georgig[12] in order to
protest against the obesity phenomena among
children. Strong4Life has launched a
controversial campaign in a society where
obesity is perceived as a burning issue but
above all as a taboo[13]. Various campaigns
aimed to target grown up so as to make them
realize of their lifestyle; however StrongdLife
has decided to target children in this campaign
but creating a feeling of guiltiness in parents
mindg] 14]Campaigns

The campaign appears in two main medium
that are billboards and video spots.

The first billboard is an image mainly in black
and white except from the word “warning”
that is written in capital letters and in red and
the lines that separates the pictures of 4 kids.
This underlines the fact that this image will
warns us about something. First of al, the four
children are in bad mood, obviously fat and
crossing their arms, as a sign of confinement
and isolation as the code of body language
suggest us. Then the 4 kids are al from
various ethnical origins: White, Black, and
Hispanics, which underlines the idea that
obesity among children is a general issue that
concerns all social categories and races.

All children have a picture with a message at
the bottom of their picturesin capita letter, the
rectangular aspect and the short message
reminds us of the message preventive message
written in the cigarettes box that are made to
warn people. This paralléel let us understands
that obesity is something parents can prevent
from growing concerning their children.

The messages we can read are:

-“Chubby kids may not outlive ther
parents. This sentence aims to be
provocative as there is a morbid
implied suggesting to parents that
because of them their own kids may die
due to their obesity.

-“Fat kids become fat adults’: This
sentence sounds like a proverb or moral
expression that is common and those
parents should know.

-“ Big bones didn’t make me this way, big
meals did”: This sentence tends to
reinforce the idea that being obese is
directly a consequence of junk food and
the big amount of food that children eat
under the eyes of their parents.

-*He has his father’s eyes, his laugh and
maybe even his diabetes’: This
sentence stands out how children tend
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to reproduce their parents habits,
parents are the example of their kids so
they should be a model to follow
concerning the healthy habits to adopt
to avoid overweight.
Analysis of the video gpot: available at:
http://strongdlife.com/ (Bobby, “why am |
fat”)[15]
This spot made in black and white lasts 33
seconds. There are various scenes:
-the first scene shows two empty white chairs
in a unknown place and a kid and we guess its
mother come from different sides to sit face to
face. They are both overweighed.
-The second scene focus on the children that
says “mom, why am | fat” with a sad face then
we see also the mother that has no answer and
only sigh .
-Then we have the message “75%o0f Georgia
parents with overweight kids don’'t recognize
the problem, stop sugarcoating it, Georgia’.
The aim of this video spot is clearly to make
guilty the parents of those overweighed kids.
The main point of this video turns around the
question that the kid ask to his mum as he
doesn’t why he is different from the other kids
and why this is happening to him. Besides, the
reaction of the mother shows how parents tend
to hide the redlity pretending not seeing the
overweigh problem of their kid. This spot is
creating with a lot of pathos, meaning the use
of emotions and empathy is high but also with
some logos due to the figure and percentage
presented at the end of the spot.
I mpacts of this campaign
Many debates and controversial problematic
have been raised with this campaign[16]
People have been chocked and impressed by
such a campaign.
Positive aspects:
-a campaign that created the buzz: even if the
campaign might be seen as hard as it changes
people’ habits and eye on obesity, it can
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finally be wsaid that associations and
governments are trying to fight against this
issue.

-denunciation of children’s taboo around
obesity and overweigh: this underlines
children’s unhappiness being in such a body
and being unable to do something.

Negative aspects:

-the major negative aspect is that some
specific children have been pointed out with
this campaign and some people may think this
is not going to help them in their life.

-Another negative aspect, is that people may
feel rgjected by such a campaign thinking that
the American society will not accept those
kind because they are not “normal” and people
want them to be in a same bag.

RELATIONWITH MIM COURSES
International Trade and Business (Annexes
1& 2)

Globalization has affected every daily life of
people al around the world. Every country has
seen a change, either via its economy, culture
or sociad characteristics. The massive
exchanges of goods and people have
participated in the change of the population’s
way of lives. Food habits are one of the
characteristics which have known a
considerable impact over the last decades,
having consequences on the culture of
population. Indeed, an important event has
been the extension of fast food chains, such as
Mac Donald’s, Burger King, Subway or KFC.
Before the extension of Mac Donald's, fast
foods were not so popular among the
population and the competitors were few on
the international market. By promoting junk
food, snacking and nibbling gestures, they
have profoundly affected the worldwide
culture, especially the American one where
they are the most numerous. Indeed, this
country has the most important number of fast




foods and amost 2 million of people are
working in this area. As a consequence, of part
of the economy rely on their profitability.
Teenagers represent a key target in their
strategy and the use of mass communication
will permit them to attract and influence better
their target, from their youngest [17] age.
Social media management

The relationship between media, food habits,
nutrition and sportive activities are complex
but one thing is sure: the implication of media
can not be denied in the recent obesity boom.
For the last few years, the amount of
advertising and commercias promoting high-
fat, high-salted and high-sugar foods have
increased significantly. Every day, teenagers
are target of verbal and non verbal messages
encouraging them snacking, nibbling or go to
their favorite fast foo whenever they want
during the day. Furthermore, the consegquence
of media on the behavior is the inactivity
process which has and keeps on increasing.
The problem with American young people is
their dependence towards mediaz A famous
study from Kaiser Family Foundation revealed
a child between 8 and 18 years old will be in
direct relation with social media 6 hours and
43 minutes every day. Every tools studied
during our lecture have been used to
encourage  people follow the mass
consumption state of mind through several
means of communication (Facebook, Google).
Thisis the reason why the influence media can
have is highly criticized in the society. They
need to have a sense of ethics and think about
the impact they can create on the population.
In order to fight against obesity problem, the
government and associations have decided to
focus their hopes on media. The number of
campaigns and advertising promoting healthy
food and sportive activities have highly
increased but it might be too last to inverse the
previous impact the have had[18].

M anaging innovation and technology:
Because of mass communication, companies
need to work very day on their strategy
marketing to keep the customer focus. Indeed,
every day a person will be the target 15000
stimuli. This is the reason why, in order to
fight in a more efficient way against obesity,
associations have decided to innovate in order

to maximize their impact. The case of
strongdlife campaign illustrates perfectly the
concept we learnt during this lecture. Their
advertisements and commercials, only on
black and white, diffuse chocking images,
dogan. It has created a buzz few days only
after the launch of the campaign. Innovative
strategies for media seem to be the only one
strategy to keep on struggling against obesity
if they want to avoid seeing 37% of men and
45% of women obese in 2015. The United
States need awake up call[19].

CONCLUSION

Obesity in the United States is a concern
everybody is aware of. The reason why we
have decided to focus our paper on it is for the
reason we wanted to analyze the situation from
another angle, less tackled: the children. In the
course of the drafting of our project, we have
been able to analyze the situation from a
professional and neutral point of view thanks
to the lectures we have been attending to
during this semester.
Each year, the number of victims keeps on
increasing dramatically putting the
government in a sensitive situation. Indeed,
this sickness is not only limited on a the
physiologica  aspect, but affect the
psychological stability of the patient which is
even more the negative effects are not limited
only to the shape of the body, otherwise to the
psychological side as well which is sometimes
even worst. As a consequence, the government
and associations have decided to behave and
fight against this phenomenon changing their
strategies. Until now, the impacts are
negligible and the American population does
not seem more concerned and involved in this
common struggle. The association strongdlife
has adopted another approach, focusing more
on strong images and slogans using parents
guilt. The opinions among people diverge,
which has been illustrated even stronger with
the interviews we had the opportunity to
realize thanks to the contribution of two
witnesses.
The main issue is obesity is part o the
American dailly behavior and can not be
changed only with restrictions from so
government or speeches from influent people.
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In spite of the disastrous assumptions
revealing in 2025 almost half of the population
will be obese, the government and

associations keep on expressing their hopes.
We could end our paper wondering if the wake
up cal for the United States has not become
only autopia...

ANNEXES
Annex 1: “Extension of Mac Donald’s since it
creation”

METHODOLOGY: REFERENCES

Creswell, JW and Clarck, V.L.P. (2006),
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Patton, M.Q. (2002), Qualitative Research
and Evaluation Methods, London, Sage (268).
Pickard, A. (2007), Research methods in
Information, Facet publishing.

Smon, A.J and Hittleman. (2001),
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I

Consumers of Research, Practice Hall, 3
edition
Strauss, A and Corbin, J. (1998), Basics of
Qualitative  Research:  techniques and
procedures for developing grounded theory,
London, Sage.

The graphic above represents the year of
implementation from the famous chain Mac
Donald’s. We can notice the United States was
the first location but then, encouraged by
globalization, it has successfully spread its
influence all over the world.

Annex 2: “Number of Mac Donald’s in the
USA”

Each this cart shows the

light
implementation of a Mac Donald’ s restaurant.
We can see their significant presence of the
territory and understand better the changes of
food habits they have been responsible for[20]

on
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INTRODUCTION

Nowadays, in a competitive context,
many companies should innovate in order to
maintain their own businesses and remain
competitive. Besides, customers are more and
more demanding and it is difficult to meet
customer's needs.
Thus, companies invest huge amount in
Research and Development in order to offer
the best suitable product or service to
customers. They aso have to invest in
marketing because it is one of the best ways to
increase sales.
According to the AMA, Marketing is «the
activity, set of institutions, and processes for
creating,
communicating, delivering, and exchanging
offerings that have vaue for customers,

clients, partners, and society at Iarge."1 In
Traditiona Marketing, the purchasing process
mainly takes into consideration rational
decision through senses such as sight, touch
and taste which are integrated to the product it
selves. In the 80's, new senses (hearing and
smell) had been developed and added to the
products and we can experience it through the
product but also in the stores.

1 American Marketing Association, February 2012.
From
http://www.marketingpower.com/AboutAMA/Pages/De
finitionof M arketing.aspx.
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For instance, experientiad marketing is an
innovative way to appea consumers through
its various elements. Indeed it consists in
bringing consumers into contact with the
product through emotions, logic, senses etc. in
order to create memorable experiences.

But using experientiad marketing requires
precautions because if we have a bad
experiential marketing, it can lead to sales
decrease.

Y et, how do companies innovate and attract
consumer sthrough experiential marketing?
First, we will see strategies, processes and how
to measure experiential marketing in
companies

point of view.

Then, we will focus on customers’ analysis as
how they perceived al information they
experience and also how they could be
influenced in their purchasing behavior.

And finally, we will study the pros and cons of
experiential marketing.

|. COMPANIES POINT OF VIEW

A. Why do many companies chose to use
experiential marketing in their strategy?
Experiential marketing is becoming very
popular in corporate world as a new way to
appea the consumer’s attention. As a unique
approach, companies are using such kind of
tactics because it can appeal many consumers
and create an impulsive purchase. Then, it



could be a way for a company to be known
and recognized thanks to specific things the
customer experienced within the store.

First, many companies chose to use
experiential marketing because it can help to
promote and launch a new product on the
market. Indeed, it can help a product to be
more competitive than the others on the
market (have a competitive advantage). In a
competitive context, companies should attract
their consumers by giving them the
opportunity to try the product in their hand.
Their products should be different from their
competitors and firsthand experience is one of
the best ways to help the consumer to discover
and realy understand the functions of the
product. According to the consumers, it is
easier to understand the functions of a new
technological product when he can experience
rather than read about it.

Besides, such kind of marketing campaign can
create word of mouth about a product which is
a key eement in the product promotion.
Indeed, word of mouth is becoming redly
important thanks to the increase of social
networking websites.

Word of mouth is the most efficient and
credible marketing campaign because satisfied
consumers make recommendation based on
their personal experience to other people.
Friends and acquaintances try the product and
can convey directly their first impression and
information about it. For instance, 90% of
consumers trust in friends or acquaintances
recommendation?.

Finaly, the goal of experientia marketing
campaign is to increase immediate sales given
that consumers can try and use directly the
product before buying it. This kind of tactics
can create impulsive purchase and so increase
sales because the fun and the participation of
trying a product lead consumers to buy.

Thus, for these reasons, experiential marketing
campaign is quickly becoming popular as an
innovative way of promoting brands and

2 Consumer Trust in Advertising by Channel
(Trust Somewhat/Completely) from "Trust,
Vaue and Engagement in Advertising" -
Nielsen Global Online Consumer Survey, July
2009

products to consumers.

B. Implementation of the experiential

marketing: definition of tools.
Experiential marketing focus on creating
strong connections between brand and
customers through senses®.
In order to create these connections with
customers, companies have to apped
customer’ s senses.
The five senses are categorized into different
types of experiential marketing and are used
differently by companies.
Here are the different types:
Visual Marketing: Sight is the sense the most
used in marketing because it is the most
stimulated by
the environment. By this fact companies use
many colors and forms to appeal customers
because
they help to build a brand identity. Indeed,
many brands are associated to a specific color
because it
is memorized more easily in the audience
mind*. Sometimes even if customers do not
know the
name of the brand, they can quickly identify

the product thanks to the color of its
packaging.
The colors of the surroundings, lights,

materials or layout are also important criteria
to take in account in selling points. Visual
marketing is a powerful tool in particular in
the food and beverage industry. Indeed,
everybody aready assmilated the brand
Coca-Cola with its red packaging or Danone
with its blue packaging.®

Auditory marketing: In advertising it is the
use of music or sounds to promote a message
in order to consumer remember it more easily.
But from now on, this technique is aso very
important to create an atmosphere in
adequation with the image of the brand.

For instance a beauty salon will use music

3 “Experiential Marketing, How to Get Customers to

Sense, Feel, Think, Act, Relate” pdf

4

http://www.imaginevisual marketing.com/resources/rep

orts/articles whitepapers/visual_marketing.html

° http://www.danone.com/en/company/global-
presence.html
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without lyrics or with natura sounds more
favorable to the relaxation while a fashion
shop will use more loud and rhythmic music to
attract young people. We can say that music is
an integrant part of the atmosphere in any
selling points or restaurants.

Tactile marketing: Touch isvery important in
marketing. Indeed often the clients need to
touch the product in order to test its texture, its
quality etc... that is why marketers try to take
in considerations these elements during the
conception of the product choosing
appropriated materials but also during the
commercialization by the selection of the
packaging®. For instance restaurants take into
account the weight of the cutleries or the
softness of the napkins because these factors
can have a repercussion on the customer’'s
perception. In selling points, sampling are
aways at the disposition of customersin order
to they experience the products. It is the case
in Apple stores where the audience is free to
test all the products.

Olfactory marketing: Firms use smell as a
key component of the experiential marketing
by the use of natural or artificial sméells.
Indeed, we can notice that smell is connected
with emotions but also according to the Proust
effect, smell spontaneously evoke
autobiographical memories’.

This technique is mostly used in the food
industry by the use of artificial smellsto attract
customers. For instance, even if Starbucks use
the major techniques of experiential marketing
such as music, decoration, and lightings,
Starbucks focus especidly its strategy on the
smell. Indeed, when we enter in a Starbucks
outlet we are directly appea by the coffee

6 The concept of Sensory Marketing, pdf
7

http://chemse.oxfordjournals.org/content/25/1/111.full
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aroma which dominates all the setting®. We
can notice the same fact in supermarkets
where rotisseries or bakeries increased their
sales thanks to the use of artificial aromas that
fills the surroundings of the store.
Gustative marketing: This technique is
mostly used in the aimentary market.
Companies often use gustative marketing to
convince customers to purchase by making
blind - tests or directly with sampling. Indeed
customers are more enthusiastic to buy a
product they already tasted in the past.
Nowadays because of the globalization and the
emergence of news tastes, food industry have
to adapt constantly its offer to meet customer’s
expectations that is why most firms have their
own gustative laboratories to test new trends
and create new savors’.
To conclude we can say that in order to have a
successful implementation of Experiential
Marketing, companies have to understand the
importance of the “total product experience”
by the use of customers’ senses.

C. Measure the impact of experiential

marketing
We have previously seen that companies make
strategies and use different tools to implement
experiential marketing. Above all, to be able to
measure the efficiency of this concept is a
main concern.
Measures of marketing experiential could be
the same measures as traditional marketing as
Web analytics, social media metrics, and
media opinions. According to Craig Wilde, an
experiential marketing expert, we could use

8

http://www.neurosciencemarketing.com/blog/articles/es
presso-sensory-selling.htm
° http://www.netpme.fr/marketing/714-marketing-
gustatif.html



the « ART » approach to measurement™®. First
of al, it consistsin “A” like Activity, meaning
that the company overviews all its marketing
efforts and sees how it is engaged and whether
it reaches its objectives or not. Then, the “R”
remains the degree of Relevance of al the
efforts, if experiential marketing strategy build
by the company is well planned, executed.
Finaly, the “T” (like Target) is linked to the
audience target, which corresponds to the
initial and final target the company aimed at.
This approach is efficient if the company
knows exactly its goals by using experiential
marketing.

The impact have to be measurable, we can
considered in term of human aspect, that is to
say by the company’s staff feedbacks towards
experiential marketing (we mean, how the
tools are perceived from employees point of
view), in term of business, by monitoring the
sales (increase, decrease of sales before and
after using experiential marketing) and
through financial aspect, by emphasizing
return on investment (if the budget and the
investment worth the final result the company
reached).

Staff feedbacks. Employees’ point of view on
the use of experiential marketing could be a
useful tool to know the degree in which they
are comfortable with the different tools. Then,
they could give suggestions to their managers.
A research and a survey leads by Brandweek
in 2006, shows that one third of the
employees surveyed, consider “experiential
marketing as the lifeblood and the core of the
organization”. That means that this kind of
marketing is relatively well accepted by
employees. However, it could not redly
measure the impact of this strategy because it
is more linked with perception and feeling of
the employees.

Monitoring sales. It is a rea tangible
parameter. We have the example of Panasonic,

10 Unknown. 2011. 4dimprint Inc. From web,
http://info.4imprint.com/wp-content/uploads/1P-
06-0311-March-Blue-Paper-Experiential -
Marketing.pdf. February 2012.

Phttp:/www.forward-
fast.com/pictsWP40BrandExp_1008.pdf

in 2007 the company wanted to launch its new
product HD plasma TVs, as it considered that
advertizing only through televisions adds
would not be as efficient as with an
implementation of experiential marketing
strategy. Next Marketing, a consulting agency
proposed a tractor - trailer tour through the
USA™, which is composed by three trucks that
contained a full HD 3D home theater and
could welcome 25 to 35 customers to
experience. Plus, in its media strategy, Next
Marketing planned the tractor tour in
conjunction with sport games periods like
NBA basketball games or baseball games...
According to Next Marketing study in 2007,
60% of visitors purchased Panasonic HD
plasmawithin 30 days after participating to the

tour. Consequently, experiential marketing
could be measured by monitoring sales.
Return On Investment. According to

Investopedia, the Return On Investment (ROI)
can be caculated by divided the gain of
investment minus the cost of investment by the
cost of investment. An example of monitoring
experiential marketing with ROI, is to test the
new marketing approach on a targeting market
and compare the results to a segment of the
market which the company did not use the
experimental approach. Then we could
understand if this technique was more or less
efficient that traditional marketing. Different
software and material are developed to help
company managing and monitoring their
performance. For example, we have
Kneebone™, which is a company that offers
services that help companies to find
parameters to anayze their performance in
their marketing strategies; then provides
customized solutions and developed tools.
Companies like Nintendo and Dell are their
customers.

We have an example of the U.S army
concerning ROI tool to measure experiential
marketing from experientialforum.com™. In a

2 http://everyjoe.com/technol ogy/panasonics-full-hd-
3d-trucks-coming-to-you/

B http:/www.kneebone.com/resources/performance-
agorithm/

Yhttp://experientialforum.com/arti cles’09awbwmwxm.p
df
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few words, the U.S army planned in 2008 a
virtual game project in order to recruit
potential young males. The main goal of the
program was to increase ROI, by adding more
experiences in the recruitment. The U.S army
saw that this process was 10 times more
effective than the traditiona way of
advertising: television. For instance, TV ads
cost $150 million per year. Colonel Casey
Wardynski, director of the U.S Army’s office
summed up very well how TV ads are not
relatively effective: “with advertising you
know what you're spending but you don’'t
know what you're getting”. He compared an
approximately rate to compare the traditional
way with the experiential marketing tool. TV
ads “cost - per - person hour” would cost
$2.50 to $8 whereas the total cost of the game
project would be $7 million, so a
“cost - per - person hour” of 22 cents.
Finally, experiential marketing could really
have an impact on a company, provided that it
manages its strategies, tools and measurement
correctly and pertinently.
Companies find strategies to  attract
consumers;, we will see now how customers
react to all the experiences they face and how
experiential  marketing influence customers
decision making to purchase.
I1. CUSTOMERS ANALYSIS

A. Customers' perception.
The use of Experiential Marketing could
influence perception. According to Stephen
P. Robbins & Timothy A. Judge, from
Essentials of Organizational Behavior,
perception “is a process by which people
organize and interpret their  sensory
impressions in order to give meaning to their
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environment.”® We have some factors that

could influence perception, which are the
situation, the perceiver and the target. When
Experiential Marketing is used, the situation is
the environment where the customers are, the
store, the perceiver is the customers and the
target is the product, the service, the brand or
an experience itself. Based on studies from
Bellizzi, Crowley and Henderson in 1983,
atmosphere and above all, the components of
this atmosphere (like color, music...) could
influence customers' perception of the cost of
shopping. Consumers find pleasing the
aesthetic of the store design, and psychotically
perceive and associate the product as at high
quality and high price. Gordy Players™ aso
underline this constant association from
customers. For example, based on its
researches, classic music could help the
customers perceiving the use of the product as
a soft and with high quality, whereas with jazz
music, customers tend to think that the way of
consuming this product should be like
romantic. Then, customers could perceive the
brand differently.

However, the perception consumers have
about the products within the store is not really
objective. In fact, based on Schlosser
researches, the store is like a socia identity
that attracts consumers not only based on the
products appeal. So, the customers' perception
could aso have a negative consequence on a
brand’s image, because it could give a

1> Stephen P. Robbins & Timothy A. Judge, Essentials
of Organizational Behavior, 11th edition, 2011. Kindle
format. Last reviewed March 2012
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http://mba.tuck.dartmouth.edu/pages/faculty/kusum.aila
wadi/research_articled/jr - retail%20branding.pdf
17

http://www.uclouvain.be/cps/ucl/doc/adcp/documents/1
3-10- 2011_G._Pleyers marketing_sensoriel.pdf



different interpretation from the one the brand
would like to show.

We saw how the atmosphere created by
Experiential Marketing influences customers
perception. Customers have a real need of
experiencing things. That is what we will
explain in the following part.

An important customer’s need: to
experience. We can notice different kind of
needs. The most relevant are physiological and
hedonic needs™.

Drink, and eat are physiologica needs as
individuals all primary need these to survive.
Then, we will focus more on hedonic needs as
experiences are more likely qualify to satisfy a
pleasure. Experience is defined as, according
to the Romanian Economic Journa **(Dainora
Grundey, The Romanian Economic Journal.
Experiential Marketing vs. Traditional
Marketing: Creating Rational and Emotional
Liaisons with Consumers “) a subjective
episode in the construction/transformation of
the individual, with however, an emphasis on
the emotions and senses lived during the
immersion at the expense of the cognitive
dimension.” The experience living is related to
emotional significance. It is like a sensitive
thing called stimuli leads to a persona
satisfaction or dissatisfaction and then to an
experience. The main goa of Experientia
Marketing is to make customers experiencing.
Experiencing lasts from the store's atmosphere
(feeling process), through the decision making
(thinking process), then purchasing process
(the action of purchasing) and the after sale
(customers could memorize the brand). The
roles of emotions in behavior; the fact that
consumers are feelers as well as thinkers and
doers, the significance of symbolism in

18 Martins - Baltar M. La notion de besoin: etude
sémantique et application aladescription
linguistique. N°36, 1977, pages 25 - 39. From
http://www.persee.fr/web/revues/home/prescript/artic
le/lfr_00238368 1977 num 36 1 4839 Last
reviewed March 2012

®Dainora Grundey, The Romanian Economic Journal.
Experiental Marketing vs.Traditional Marketing:
Creating Rational and Emotional Liaisons with
Consumers*® . From

http://www.rejournal .eu/Portal s/O/Arhival JEY2029/JE
%2029%20Grundey.pdf last reviewed, March 2012

consumption; the consumer’s need for fun and
pleasure; the roles of consumers, beyond the
act of purchase, in product usage as well as
brand choice, and so forth”®. We will see
now, how Experiential Marketing could lead
to purchase.

B. How experiences lead to purchase?*
According to a study called “Best experience
brands’ published by Jack Morton Worldwide
and conducted online in 2011 among 1,605
consumers (USA, UK, Asia and Australia) the
brand experience drives consumer purchasing
decisions. Indeed nowadays people are more
exigent and want to buy products that satisfy
personal emotions and also that provide them
the right information. How people experience
and interact with brands can be a critical point
of differentiation from competitors and a
reason for consumers to become customers
and advocates. For instance, 60% of
consumers agreed with the statement “My
overall experience with a brand is the single
biggest factor in whether | decide to purchase
a product or service’” and only 5% were
disagreed. Furthermore, although most of the
survey respondents were living in regions
suffering from economic uncertainty, many
(that isto say 44%) would pay more for brands
that offer a unigue experience. Only 6% were
disagreed. Consumers were asked also to rank
what are the experience drivers that deliver a
unique brand experience. Hereis the result:

1) Initial impression the brand makes on

you

2) Continues to serve and engage you after

you have become a customer

3) Understands your needs

4) Differentiates from similar products

5) Employs people who anticipate your

needs

% Dainora Grundey, The Romanian Economic Journal.
Experiental Marketing vs.Traditional Marketing:
Creating Rational and Emotional Liaisons with
Consumers“. From

http://www.rejournal .eu/Portal s/0/Arhival JE%2029/JE
%2029%20Grundey.pdf |ast reviewed, March 2012

21

http://www.slideshare.net/jackmortonWW/best
- experience - brands - a- global - study - b
y - jack - mortonworldwide - 10365627
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All these data highlight the fact that
experiential marketing plays a key role on
consumer’ s behavior.

The fact that they have the possibility to
discover the product, its characteristics by
touching,

smelling it or that the staff is particularly
pleasant and competent can change
consumer’ s perception

and be determinant factors that can lead to
purchase.

However, even if the influence of experiential
marketing is strong across al groups, the study
demonstrates that there are some demographic
differences.

For instance, women are more responsive and
receptive to experience. 47% of them would be
ready to pay a premium price for experience
against 41 % of men.

As women influence most household purchase
decisions, thisis an important insight to take in
account for marketersin the future.

Same fact for people over 55, they are less
willing to pay a premium for brands that offer
a unique experience (47% of younger and
middle - aged consumersvs. 37% of seniors).
To conclude numerous factors can influence
consumer’s purchase but some targets will be
more

responsive to experiential marketing such as
women and young people.

1. EXPERIENTIAL
PROSAND CONS.

After seeing the different aspects of
experiential marketing through companies
point of view and then in customers

MARKETING:

behavior, both advantages and
disadvantages could be identified.
A. Pros

a. Companies point of view

35

Generate more sales. First, Experientia
Marketing can lead to impulsive purchase and
then create immediate sales.

Differentiation from the competitors: As the
environment is becoming more competitive,
thanks to the experiential marketing, the
product’s company can be realy different
from its competitors.

Measurable results / ROI: A good
experiential marketing can provide measurable
results concerning the Return on Investment.
Enhances brand image: Experientia
marketing can strengthen brand image's
company thanks to supporting brand
positioning by creating presence and
maximizing awareness.

Extends brand advertising: companies can
develop its advertisements and campaigns
through nontraditional marketing channels
which are less used by companies.

Attracts new customers. The creativity and
uniqueness of its various tactics can help
companies to appeal and target new customers.
Long term customer relationship: Thanks to
Experiential Marketing, companies can create
a long term relationship with their customers
as they become more loyal to a brand. Indeed,
customers are directly linked to the product
and the brand.

b. Customers point of view
Comparison between traditional marketing
and experiential marketing in customers in
their decision - making®. This comparison is
based on a French economist Bernard
Schmitt’s research in 2001. In the traditional
marketing approach, customers have tendency
to use rational decision - making process,
where it is said that their main goal is to solve

22

http://www.rejournal .eu/Portal /0/Arhival JEY%2029/JE%62029
%20Grundey .pdf



a problem. Customers are like analyzing the
different process and measuring the
infformation they get to finally make a
decision. So, this approach is a little narrow
minded. In the contrary, with experiential
marketing, the customers are less selective
concerning the products they are looking for.
The emotions tend to affect the customers in
correlation with what they have already
experienced. They could have a better
overview of all the products that are proposed
to them.

Influence. Customers are the direct target of
experiential marketing. Companies need them
to experience to influence them. Then, if the
targets are the customers that are defined as
“influencers’®, they could share their
experiences and use positive word of mouth so
the other customers may not fee as
“influenced” by the company itself but it is
like they have been recommended by their
peers.

Personal experience value. Experientia
marketing could increase customers personal
experience value. From the book Authenticity:
What Customer Really Want (Pine & Gilmore,
2007)?*, the authors identify tha the
environment, the immersion of the customer

into it and the constant stimulation for
participation, have a great impact on
“memorability” of customer. Through the

different senses used during an experience,
customers could relate them with their
previous experiences and could be more or
less, lead to a purchasing behavior.

Brand recognition. People could likely gather
all together and especialy grouped by specific
target when they go through the same
experiences. For instance, in 2009, AmEXx has
launched a new U.S Open iPhone application
and fans were invited to participate to a specia
virtual session “Play with the pros’. The brand
asks for the recognition of tennis fans and
importantly potential future customers. The
company that organized this event was

23
http: //www.destinationcrm.com /Articles/CRM-News/Dai
ly-News/Experience-the-Benefits-of-Experiential-Marketi

ng-47179.aspx
24

http://experientialforum.com/articles/09awbwmwxm.pdf

Momentum, and the manager said that
“Experiential marketing is like any form of
great communication. Unless you truly
understand the needs and desires of your target
audience, then your brand is just ‘there.’
Significantly, a unique experience means a
unique recognition, and then it could lead to
build brand loyalty®.
Above al, experiential marketing brings
satisfaction to customers. As it alows
customers to be directly approached and be a
part of the experience.

B. Cons
Despite of many advantages of engaging in
experiential marketing there are aso some
limits.
Here are the following:
Product or services can be a fail if the
campaign produces a negative experience to
the customer. For instance if a business use
too much tools at the same time such as high
music, strong smell, bright colors, customers
can feel invaded and can leave the shop. So
it can lead to a decline of visits in the
business and aloss of potential customers.

Subjectivity: Determination of positive
experience and negative experience is
subjective and depends on customer

preferences®. Indeed human preferences are
not the same everywhere. People's emotions
and perception are difficult to predict because
their needs and behaviors are not alike across
demographic  boundaries”’. For instance
according to a sensory survey about
McDonalds restaurants, a third of customers
thought that the restaurants smelled like stale
oil. 42% of British McDonalds customers
thought the same, and both groups indicated
that this smell diminished their enjoyment of
the food. To the contrary half of customers
said they liked the smell, and that it made their

25

http://www.destinationcrm.com/Articles’CRM - News/Daily
- News/Experience - the - Benefits - of - Experiential - Mar
keting - 47179.aspx

26

http://www .tutebox.com/3019/busi ness/marketing/experiential
- marketing
27

http://www.martinlindstrom.com/global - brands - a - matter
- of - time/
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mouths water?®.

The consistency: When the experiential
marketing is applied in several locations it is
important that this experience be delivered in a
consistent manner over time and across
geography. However, it is difficult because
people are different and also their way of
working. The staff must be well equipped,
amiable and professional. The best way to
ensure this consistency is through ongoing
training which plays a key role in the
successful implementation of experientia
marketing because at the end it is the staff who
delivers the total product experience to the
customer®.

Expensive: To develop experiential marketing
campaigns involves high costs. Indeed it is
rarely used for large scale campaigns because
there are budgetary restraints. Furthermore
international  campaigns for  experientid
marketing are extremely rare. These larger
campaigns are usually combined with more
traditional campaign to make the most of the
experiential events®.
IV.RECOMMENDATIONS

As we know, the settlement and execution of
an experiential marketing is not an easy task
and companies should be realy careful.
Indeed, using this kind of marketing requires
strong precautions as it is realy difficult to
settle it. Thus, for a successful experientia
marketing campaign, companies should follow
some advice.

28

http://www.neurosciencemarketing.com/blog/articles/does - y
our - marketing - smell.htm Martin Lindstrom, « Brand sense
» 2005, Chapter 4, P67

ne
2 Experiential marketing, p 5, pdf accessed on March 2
2012
30

d

http://ezinearticles.com/?An - Introduction - to - Experiential
- Marketing&id=5190954
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- First, they should hire an agency specialized
in experiential marketing to help the company
for the settlement of the campaign because
experiential marketing agencies have strong
background and experience in this field and
have experts in strategy, planning, creating and
innovating, logistics etc...

- They should clearly identify and know their
target audience and then focus “on the right
program at the right place for the right reason”

- Create an interactive and sensory experience
and encourage hands- on participation

- Differentiate the experiential marketing plan
from the competition’s plan - Pre - promote
the event and create news relevance to attract
media coverage - Create and present a quality
experience with quality people and attention to
detail - Use the latest technology and give
personalized attention to al customers

- Develop afeedback and follow up system to

build brand loyalty and retain customers
- Makeit fun
CONCLUSION
Through our studies, we saw that companies
have to build a whole strategy to implement
Experiential Marketing such as: well define
their target market, which tools to use and
what the impacts they will have on their
business.
Concerning customers point of view, based
on different analyses, we could see that this
marketing strategy has an influence on how
they react and buy things. More importantly,
consumers are looking for experience. It will
lead to an added - value for the customers.
Since they could live a different experience, or
at least identify themselves to the brand, they
will be able to buy and moreover be loyal to a
brand.

However, we should be cautious about




Experiential Marketing as it has both pros and
cons, depending on how it is settle, it will not
have the same consequences.

To conclude, experiential marketing is a
powerful marketing tool which can help the
company to launch a product successfully.
Y et, these tactics requires some precautions as
it is a risky marketing campaign. If campaign
activation and project management failed,
companies can waste time and money even if
they have the most innovative concept and
strategy on the market.

Thus, the company should ensure their events
are well organized and targeted in order to get
rapidly best results. If the marketing campaign
is well run, the firm can have brand advocates
who will convey the company’s brand
messages through word of mouth and become
aloyal customer for life.
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LOGISTICSOPERATIONSAND TEORETICAL CONCEPTS-IDENTIFY
SPHERES OF IMPROVEMENT AND AMELIORATED MANAGEMENT

Jeanina CIRCO (STANCU)

Faculty of Engineering Technology and Industrial Management, Transilvania University of Brasov,
Brasov, Romania

Abstract: Drawing flow value must be a repetitive process in which we all steps including the ordering
process to delivery process. Through a new value will map flows exploit opportunities for improvement
identified in the current map. We will use FIFO and HEIJUNKA method for determining the time of
receipt of order to dispatch them.

Even if you do not purchase new technology that was moving towards standardization, we can optimize
the new procedures appeared in the literature are known internationally but still in the early stdiul for
some companies in Romania. Depending on the decisions of change processes chessboard will ook
different, definitely better on the money and time.

In the following we talk about the logistics systems that are currently in a company that produces bakery-
Vel Pitar and another company EcoPaper SA is a company specialized in producing paper for corrugated
cardboard, using as raw material 100% waste paper and cardboard, thus contributing to environmental
protection.

What | propose, in this article, is to implement Keine Touch technology, computer controlled, as follows:
raw material, paper, already filtered into the production process, noting that the stock of raw material to
be started at the end line and the finally bales and barcode serially taken by crane and then stored.

Types of management used by the two companies are: management by objectives, management and
product management on the budget. The exception is participatory management is today used by the
japanese.

The objectives of each company is different, but the logistics do not break news. | saw that there are two
leading companies, but the stability of the product or range of products.

Keywords: flexible processes, demand for products, material flow, information flow, visual management .

1. INTRODUCTION

The industry Logistics and Supply Chain is
full of dally challenges. As in any field of
activity for Logistics and Supply Chain
information flow is crucia for the proper
conduct of business. For a good and efficient
collaboration between supply chain participants
is necessary for all to speak the same language,
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the same understanding of a particular concept /
term specific when using it.

Survival and growth is dependent on the
existence of a management that is based
exclusively on the use of economic instruments,
for al management decisions as resource
efficiency and profit maximization.

From a macro perspective, due to
international  conflicts (fight for markets,
military conflict), "economic element" or



"economic weapon" has influenced the world of
logistics industry in recent years.

Also at the macro level, influenced as
measured by the financial industry, contribute
to instability and lack of financial assistance
alocated by the IMF and World Bank Group,
which forced managers to loans with high
interest and short repayment terms, payment
rates triggering the growth process.

2. GENERAL AND THEORETICAL
CONCEPTS

Of course, profit and cost efficiency
characterize the products and services a the

microeconomic level.
Logistics direct channel

SUPPLIER
RAW MATERIAL

Logistic indirect channel

SUPPLIER
RAW MATERIAL

PRODUCER

of disrsio
RETAILERS

(STORE)

Fig.1 Logistics Supply Chain variants .

delivery
raw material

purchasing
direct

PRODUCER

delivery
direct

RETAILERS
(STORE)

We speak so much logistics or logistics
function as on the part of the organizationa
structure of companies in an efficient manner,
saving substantial operational costs and that
support is essential to implement the marketing
strategy of the company, alowing to provide
customers with improved service permanently.

Logistics, in an enunciation own, means the
acquisition, movement, storage and delivery
functions including transport, distribution and
storage of materials and stocks. Today is the
strategic management of a supply chain that
transforms any resources.

2.1 The systemic approach.
In this article we contribute to the
clarification of "logistics’ and "supply chain".

We begin with the evolution of logistics
management to better understand current
logistics context. To achieve this objective, we
describe developments and will show little
impact of these changes on logistics
management in the table. There are three
different periods of logistics management: the

period of "logistics separate” from the
"integration” and period "Logistics
Cooperation.”

The systemic approach of the company and
use al the knowledge in the field of logistics,
management of existing resources gives
managers the opportunity to meet objectives,
adlowing them to react quickly and take
informed decisions. Thus there is an adaptation
of the structure and activity of the company to
external environmental conditions, process
ensuring internal stability of the organization.

“Technology is defined by Kragewski and
Ritzman (2000, p. 17) as ‘the know-how,
physical things, and procedures used to produce
products and services. Over the past two
decades, the development of high-technology-
based firms has been actively encouraged by
governments and development agencies
(Westhead & Storey, 1994) as a source of
competitive advantage. In many cases, small
high-technology-based firms have effectively
exploited market opportunities. This has been
helped by the emergence of generic
technologies, most notably  information
technology that is knowledge intensive rather
than capital and labour intensive (Rothwell,
1994, p. 12). Such technologies have been
effectively used to open up new market niches
for smaland medium-sized firms (SMEsS).
Accordingly, high-technology firms have
become well established as sources of both
competitiveness and employment creation
(Oakey, 1991).”

2.2 Improving planning and management,
transparency and simplicity.

What is good in one of them and can
implement the other. Let's take them one by
one:

Vel Pitar Group is the leader of the
Romanian bakery and milling and a major
player in the production and distribution of
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biscuits, wafers,
pastries because:

- Made his presence felt with severd
production centers

- Short production lines

- Integrated  management
implemented

- The first to have invested heavily in new
technologies

- Regular evaluation of customer
satisfaction for continuous quality
improvement and safety products and services

Ve Pitar Group has invested in cutting-
edge production lines, fully automatic
operation from mixing and packing up the
process. Products made on these lines are high
quality (long freshness, color and shape
constant), and productivity isincreased.

Investment in new technologies have
allowed the packaging, the entire process of
production and use K eine Touch technology -
without prejudice (consumer product is the
first person to reach).

This new technology can be implemented
in any production flow.

EcoPaper S.A. is currently the top
corrugated paper manufacturersin Romania.

The basic raw material is the waste of
paper and cardboard. The company has
authorized the recovery and authorization for
the collection of waste. In a short time the
company has gained a well-defined market
segment being number one in top consumer
waste paper and cardboard so.

To efficiency these activities were
conducted:

» modernizing the reception and storage by
computerized tracking

* purchase of scrap balers with a capacity
of 200 tons/ day

* purchase specific equipment for handling

shipping

specialty cakes and

system

and
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* arranging for transportation and storage
platforms paved bales of waste paper

| propose to implement Keine Touch
technology, computer controlled, as follows:
raw material, paper, aready filtered into the
production process, noting that the stock of
raw material to be started at the end line and
the finally bales and barcode serially taken by
crane and then stored.

Another proposal is to build it and loading
ramps for trucks, a more efficient work and
time by the warehouse workers.

The man suppliers are companies
producing waste, corrugated cardboard
packaging and companies dealing with the
collection of domestic waste paper.
Was necessary to introduce a clear and well-
founded strategies to ensure appropriate
quantities of waste in the production process,
and a minimum stock. Therefore the company
is situated in a table 1, at INTEGRATED
LOGISTICS, that production from the bakery
found at the LOGISTICS COOPERATION.

Today the situation presented in table 2,
the production of bread is found in the last
section where there is cooperation between the
manufacturer-supplier-customer and paper
production is found in the first column where
manufacturer is king.

Processes used in food production is the
methods FIFO and HEIJUNKA because the
products are perishable.

Control method called flow quantity of
products in terms of specialized Kanban (the
stock) with push production system is used for
paper manufacturing industry, and JT, pull
production system by the bakery. "Transition
from the old way of development and
production to the new is available everywhere
at the same time" japanese experts say when
are required changes for the better.



e The main objective is profit, not
market share growth
Traditionally, operations and logistics

activities anticipated future transactions. It is
recommended to use real-time logistics, a

strategy to reduce risks of anticipation of

demand.
Finally, the performance analysis, consists

of the analysis of final results, analysis of

leading indicators, indicators decomposition
depending on what interests us and draw

action plan.
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This paper is supported by the Sectoral

Control method called flow quantity of
products in terms of specialized Kanban (the
stock) with push production system is used for
paper manufacturing industry, and JT, pull
production system by the bakery.

3. CONCLUSIONS

Today, especialy in future socio-economic
and natural environment in which firms
operate is increasingly complex and uncertain
risks generator. In terms of logistics
organization, surpassed other food processing
industries, it was always one step ahead.

If we tak about flexibility, fewer
manufacturing operations to manufacture
paper, in food flexibility is varied on request.

In terms of visual management can say that
in the paper manufacturing industry is till
room for improvement.Such developments
occur against a background of significant
movements in economic activity: the tendency
of economic globalization, accelerating the
pace of change, transforming knowledge into a
great resource on which competitive
advantage.

The decisions of managers are given by:
Priority on the organization, considered
essential criterion of profit
Integrated management reins in
knowledge related to immediate needs
No confidence in competition

Operational Programme Human Resources
Development (SOP HRD), 1D76945 financed
from the European Socia Fund and by the
Romanian Government under the contract
number POSDRU/107/1.5/S/76945.
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INCREASING EFFICIENCY CUSTOMER SERVICE BY
LOGISTICSMANAGEMENT OPTIMIZATION
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Faculty of Engineering Technology and Industrial Management, Transilvania University of Brasov,
Brasov, Romania

Abstract: Implementation of Lean principles has become a survival strategy in a production environment
where cost reduction is an uncertain state of affairs on the market of the 21st century. So we use new
methods of production management in the long term, to help us to identify losses and increase production
capacity while reducing costs.

This article reveals the problem confronting the insurance on logistics activities. My objective is to bring
value to these activities by attaching the device to the entire computer network.

In the following | will detail the benefits seen from puncture of logistics (the time), which will be obtained
after implementing this system.

It will propose a reorganization of the production.Solving problems is based on several principles of

Lean manufacturing concepts and methods by which we get the expected results and profit.

Keywords. Logistics insurances, customer service, industrial optimization, cost profitability,

1. INTRODUCTION

In thisarticle I will show you how to make
an insurance integrated system, seen in
logistical point of view.

Follow the solution through process
optimization, better management of activities
and obtain business information in real time.

Because | worked in their interna system,
and now | work still in the insurance system
but from outside, not as an employee, | can say
| know the gaps or problems involved in
logistics insurances of Romania.

In the insurances are two categories of
people who have this occupation: one that is
employed (insurance inspectors) and other
agents (the brokers).

Logistics is a rea time strategy to reduce
risks of anticipation of demand. To expect as
much as performing operations and logistics
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activities a proportional reduction risk can be
determined, but we face stockouts and possible
delays of orderings. This leads us to improper
customer service.

We depart from their development strategy
and long term is to make profit.

The proposed solution integrates both
existing modules (financia  accounting,
management, logistics, sales) and other
additional  features such as  supply
management, advanced production planning
combined with traditional planning of the
necessary raw materials and monitoring the
workload devices.

In the organizing production, we are
interested in the planning and production

programming.
Very unstable and  unpredictable
environment is many times negative

consequences. The adjustment process is not



simple, if not fit into a plan to prefigure the
way forward and the consequences.[3]

STRATEGY

NATIONAL AND INTERNATIONAL —
LOCAL LOGISTIC SYSTEM

POLICIES AND STRATEGIES

< INTEGRATED ™ ]
LOGISTICS L
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-if_l.EMENTATI_Qi’ '
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=

[MPLEMENTATION -  EVALUATION [

Fig.1 The strategies

The concept of serving customers is to
ensure chain actions and satisfying customer
needs to start receiving orders and continued
with post-sell services.

The insurance agents often happens that
the area remained without products for sale, so
that new technology helps to sell the place,
what the client wants.

The methods used here: Just-In-Time (JIT),
pull production system, OTED method - One
Touch Exchange of Die.

Just-In-Time (JIT): A production system
that produces and supplies only as needed,
only when necessary and only in the amount
necessary, as requested by the client. JIT is
one of the fundamental concepts of the Toyota
production system. JIT includes three
components. pull production system, the total
available production and continuous flow. The
goal JIT is to eliminate al losses, to achieve
the best possible quality, lowest possible cost
and lowest terms of production and delivery.
Although simple in principle, JT system
requires discipline and sustained effort of
anaysis and synthesis of data related to
production processes for effective
implementation. The concept belongs to
Kiichiro Toyota JT system, the founder of
Toyota Motor Corporation in 1930.[1]

We meet terms like PULL, which means

“that no one upstream should produce a good
or service until the customer downstream asks
for it, but actualy following this rule in
practice is abit more complicated.” [4]
For knowledge of the whole process, | can say
that we solve this problem by SMED method -
Single Minute Exchange of Die, that is
"manufacturing change within 10 minutes".
This is a fast and effective way to change the
manufacturing. SMED method is used for
setting and adjusting process of bringing up to
normal operation with minimum loss. Last
version of the method, the literature is OTED -
One Touch Exchange of Die (manufacturing
change of a single touch), to another
production in less than 100 seconds.
In thislast version | developed this idea where
the followed operations are measuring
individual and total time. | can tell that we do
a standardization of products by introducing
barcodes.

CENTRAL STRUCTURE

LOGISTICS
ONAL STRUCTURE SPECIALIZED
LOGISTICS LOGISTICS
STRUCTURE
TERRITORIAL STRUCTURE
LOGISTICS

Fig.2 Actua logistics structure.[2]

The structure can be reduced only in the
CENTRAL STRUCTURE LOGISTICS. This
new organization is currently wused in
transportation in the form of flowers with a
single command center.

In the present, al the system of insurance
production, distribution materials is required
by an employee specialized on serving
inspectors and agents.
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This structure will be detailed in a next
article.

The problems faced by retailers and
distributors are:

e Availability only during working
hours

Frequent calls to checks managements
L osses of time to this checks
Uncontrol in the real time

We can not know the stock actualy
used

Fractures of stock due to lack of
materials

Inefficient orders

Quality of service

Costs repeated with movements

Cost effective and asmall profit

Few sales

2. THE IDEA, IMAGE AND PLAN

2.1 Theidea

The idea described in this article is to
attach a device (a box) found in the products
box that will work during 24/24 hours. This
device lets us imagine that a reduced deposit,
which will be linked to the central server, will
be operated by one person who will have
remote access at any time to view the stocksin
certain locations.

The Enterprise Resource Planning - ERP
system, will alow only certain people
depending on where it occupies in the
company hierarchy. These devices will be in
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each branch or agency and will serve both
professional staff and collaborators.

2.2 Diagrams and charts.

In real time logistics strategy to reduce
risks to anticipate demand, according to
classical theory, is to establish and define the
relationship between consumer-price-income.

See customer at the heart of all actions,
according to figures:

<>

INC OME CONSUMPTION
CUSTOMER

AS) e VY

Fig.4 Customer surrounded by various factors

ﬂLES (:’}EQUESQ

ouaLTyCUSTOMER oppep

V2

SATISFACT TIME

Fig.5 Logistics function perceived as a global
function.



The circles are valid for only if it sees the
interests of both parties, the client and the
company. The further directions will be to
improve each function of the flow showed.

3. CONCLUSIONS

My knowledge is based on my studies in
logistics of specialized acquired, which
allowed me to make these claims and propose
these optimizations.

The solution to this problem will connect:
distribution, production and sales. Thus we can
say we have a continuous flow manufacturing,
control quickly, perhaps even a integrated
supply chain.

The company will have tools which
controls and blocks access to the network.

The solution described in this article does
not exist in the insurance field, it's in
manufacturing industries (eg: food industry,
automotive parts production)

The solution will be offered to all
insurance companies in the country and
foreign country.

In the future we plan a patent system, but
in the part of monitoring and control.
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Abstract: This paper aims to analyze the value of insurance premiums underwritten on the insurance
market in the European Union in general and in 3 countries of the Union in particular, namely: Belgium,
Hungary and Romania. It was analyzed if and how much the economic crisis had influenced the value of
life and non-life premiums, during this period of time. From the analysis of financial results of the three
countries we found several common features such as. concentration of insurance markets in the three
countries. We also noticed that insurance premiums for motor insurance class hold an important placein
the total underwriting of insurance premiums in the three countries reminded above.

Keywords: insurance market, evolution, insurance premiums, market concentration

1. INTRODUCTION

The insurance marketisa  significant
component of financial markets in any country.
Both in economic growth conditions and
international financial markets crisis, the
financial founds of the insurers represent an
important element for the national economies.
We follow the dynamics of underwrite
premium volume for different classes and
types of life and non-life insurances, from
economic area such as European Union
focusing on the example of three countries
belonging to it.

In our study we had analyzed the value of
insurance premiums underwritten by the
European insurers. The analyze period is
between 2007 till 2011 for the life and non-life
insurance sector. In these periods we can
observe aso the financial crisis effect on the
insurance market.
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From the 27 European Union states, we have
analyzed the achievements of Belgium,
Hungary and Romania insurance markets. For
each one of these counters we encounter
certain features of subscription.

We have selected Romania and Hungary as
countries that joined European Union structure
in different periods of economic development.
Belgium was included in our study because is
a member state from the beginnings, since the
establishment of the European Union. She is
the country with economic stability and with a
high rate of people information and education,
regarding the need of protection against risks
through insurance policies.

In al this three countries, the motor
insurance represent a significant percentage
from total subscriptions. This percentage is
between 10% in Belgium, and 78% in
Romania.



2. INSURANCE MARKET EVOLUTION

2.1 Evolution of European Union
insurance market. Analyzing the value of
written insurance premiums by the insurers of
European Union countries from 2007 to 2011,
we have found that on all European markets
the volume had decrease with 11,3% from
2007 to 2008. The largest decrease was
resisted on the life insurance sector. For 2009
the market maintained its downward trend, but
in a small percentage, compared to 2008 this
was 0,5%. From 2010 the European Union
market began again to grow, but at the end of
2011 the value of written premiums didn’t
reach the amounts from 2007.

Table 1.1 shows the evolution of European
Union insurance market. The evolution was
not presented in al European Union countries,
in Romania and Hungary insurance markets

continued to declinein 2010 and 2011.
Table 1.1 Evolution of European Union insurance

Chart 1.2 Evolution of European Union auto
insurance markets
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2.2 Evolution of Romanian insurance
market. At is results from the table 4.1, in the
period 2007-2010 the number of insurance
companies hasn't change significantly in
Romania and Hungary, and in Belgium it had
remain the same. Regarding their activity by
analyzing the value of insurance premiums

markets.

- Millions Euro-

underwrite by insurers in each country in the

2007 % | 2008 % | 2009 % | 2010 % | 2011 %
Total 1.182.000 | 100 | 1.060.000 | 100 | 1.058.000 | 100 | 1.115.000 | 100 | 1.140.000 | 100
market
Life 765.000 65 | 642000 |61 | 648000 |61 |688.000 |62 |691.000 |61
Non life | 416.000 35 | 418000 |39 |411.000 |39 | 428000 |38 | 449.000 |39
Source:  Authors  processing of informarion  same period we made the following findings:
1 1 * .
provided by  www.insuranceeurope.eu for - |n Romania between 2007 and 2009 there are

2011estimates based on insurers report

Chart 1.1 Evolution of European Union

insurance markets.
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two insurers who have over 10% from the
market share ant the top four over 50% so,
10% from the insurance companies own over
50% from the insurance market. In the same
time, on the first place was one of the largest
European insurers, Allianz that in the
following years, 2010-2011, went to the
second position, the first being taken over
ASTRA Asigurari whose capital is entirely
Romanian. This is aso the first Romanian
company that had extended the activity
abroad, opening a first branch Romanian
office in Hungary. During the analyzed period
the second and the third place where occupied
also by ASIROM and OMNIASIG, companies
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that have the same main stakeholder, the VIG

Austria
Chart 2.1 Evolution of Romanian insurance
mar ket
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2.3 Evolution of Hungarian insurance
market. In Hungary during 2007-2011, top 3
insurers have market shares above 10% and
top 5 market shares above 65%. This indicates
that 12% of insurance companies own more
than 70% of the market. In the same period, on
first place was one of Europe largest insurer —
Allianz and on second place was the European
Group Generali. For the analyzed period third
place was own two years on the row by the
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Holland financial group ING, and in the last 3
years by the French group Groupama. Ranking
top three insurers in Hungary and market
shares are shown in table 5.2.

Chart 3.1 Evolution of Hungarian insurance
mar ket
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24 Evolution of Belgian insurance

market. We find significant stability on the
Belgian insurance market. During 2007 to
2011 the number of insurers had encounter no
change, top three insurers have market shares
between 10% and 54%. These insurers have in
total over 65% from the market shares. In this



period on first rank is the insurer Fortis,
followed by the French AXXA on second.
They haven't change position in five
consecutive years. Top three Belgian insurers
from 2007 to 2011 and their market shares are
presented in Table 5.3.

Chart 4.1 Evolution of Belgian insurance
mar ket

3. CONCLUSIONS &
ACKNOWLEDGMENT

The financial market crisis had a different
manifestation on the insurance market of
European Union countries. Overal in 2008-
2009 was registered a market decline, after
that the market started to grow but widowth
reaching at the end of 2011 to the market
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levels of 2007. In some countries such as
Romania and Hungary the crisis effects from
the insurance market where felt since 2009 and
decline further till the end of 2011.

We have seen, in the analyzed countries
that we have an insurance market
concentration. From 2007 to 2011 this
concentration  has  maintained.  Greatest
concentration is encountered in Belgium
vhere firs insurer, from the total of fifteen
authorized, takes market shares of 25%. In
Romania, compared to Belgium, the insurance
market is ten times smaller and the insurance
companies are three times bigger. Top five

Chart 4.2 Evolution of Belgian auto insurance
mar ket

insurers have over 52% market shares.
Motor insurance rates are between 10% in
Belgium, 25% Hungary and 72% in Romania.
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Since the beginning of the financia crisis
in Romania and Hungary the auto insurance
market decreased and in Belgium increased.
On average the life insurance represent
65% of European Union insurance market.
Written premiums from this category declined
vith the onset of financial crisis, after that they
began to grow annually, but at the end of 2011
didn't reach the 2007 values. They represent
20% of Romanian insurance market, 55%
Hungarian market and 65% for Belgium.

From these three countries, Belgium is the

only one where the life, non-life and motor

vehicles insurances are maintained in medium

2.1.Evolution of Romanian insurance market

percentage.

As follows we present the tables used in
our analysis. The Source for all tables is
authors processing from the European
Insurance Database presented in references. *
unaudited data or estimations based on reports.

Millions Euro
2007 % 2008 % 2009 % 2010 | % 2011* %
Total Market | 1.987 100 2.226 100 2.097 100 1951 | 100 1.839 100
LIFE 401 20 451 20 452 385 18 388 20 403 22
NON LIFE 1.586 80 1.775 80 1712 82 1563 | 80 1.436 78
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Millions Euro
2007 % 2008 % 2009 % 2010 % 2011* | %
Total Market | 3.672 100 3.372 100 | 2978 | 100 2934 100 | 2.639 100
LIFE 2.007 55 1.743 52 1474 | 49 1.495 51 1414 54
NON LIFE 1.665 45 1.629 48 1504 |51 1.439 49 1.225 46
2.3. Evolution of Belgian insurance market Millions Euro
2007 % 2008 % 2009 % 2010 % 2011* %
Tota 31.192 100 | 29.278 100 | 28.385 100 | 29.414 100 | 30.752 100
Market
LIFE 21.683 70 19.352 66 18.371 65 19.103 65 20.297 66
NON LIFE | 9.509 30 9.926 34 10.068 35 10.311 35 10.455 34
3.1 Evolution of Romanian auto insurance market
Millions Euro
2007 % 2008 | % 2009 | % 2010 | % 2011* | %
Total Market | 1.987 | 100 |2226 |100 |2097 |100 | 1951 | 100 | 1.839 100
Auto 1141 | 72 1356 | 76 1321 |78 1154 | 74 944 66
3.2 Evolution of Hungarian auto insurance market Millions Euro
2007 % 2008 % 2009 % 2010 % 2011* %
Total Market | 3.672 100 3.349 100 | 2.978 100 2934 100 | 2.621 100
Auto 922 25 881 26 759 25 717 24 509 20
3.3 Evolution of Belgian auto insurance market Millions Euro
2007 % 2008 % 2009 % | 2010 % 2011* %
Total 31.192 100 | 29.278 100 | 28.385 | 10 | 29414 100 | 30.752 100
market 0
Auto 3.088 10 3.144 11 3.206 11 | 3.326 11 3451 11
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4The evolution of insurance companies in
Romania, Hungary and Belgium
Country /No. Of Insurance | 2007 2008 2009 2010 2011
Companies/ Year
ROMANIA 42 44 46 44 44
HUNGARY 31 31 32 32 32
BELGIUM 15 15 15 15 15
5.1 Market share of top three Romania
TOP3 2007 2008 2009 2010 2011
1 Allianz Allianz Allianz Astra16,10% | Astra15,99%
19,86% 18,09% 14,50%
2 Omniasig Omniasig Omniasig Allianz Allianz
15,43% 16,78% 12,56% 14.,3% 10,44%
3 Asirom 9,35 Asirom 9,30 | Astra9,13% Omniasig Omniasig
13,79% 10,06%
5.2 Market share of top three Hungary
TOP3 | 2007 2008 2009 2010 2011*
1 Allianz Allianz 21% Allianz 19,90% | Allianz 19,80% | Allianz
19,7% 17,50%
2 Generali Generdi Generdli Generdi Generali
Providencia | Providencia Providencia Providencia Providencia
14,90 % 15,10 % 15,40 % 15,20 % 14,55 %
3 ING 13% ING 10,9% Groupama Groupama Groupama
10,50 %
10,82 % 10,81 %
5.3 Market share of top three Belgium
TOP3 2007 2008 2009 2010 2011*
1 FORTIS FORTIS AG Insurance | AG Insurance | AG Insurance
24,7% 22,3% 24,2% 22,8% 21,9%
2 AXA 16,7% AXA 16,1% AXA 16,4% AXA 15,7% AXA 13%
3 ETHIAS ETHIAS KBC 13% KBC 12,7% KBC 12,25%
12,9% 12,6%
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HOLIDAY EFFECTSDURING QUIET AND TURBULENT TIMES

Ramona DUMITRIU*, Razvan STEFANESCU*, Costel NISTOR*

* Faculty of Economics and Business Administration, University “ Dunarea de Jos”, Galati, Romania

Abstract: The objective of the paper is to examine the possible holiday effects in the stock returns from a
group of 28 countries. In our investigation we employ daily values of some representative indexes from
January 2000 to December 2011. We split this sample in two sub-samples. before and during the global
crisis. We identify the pre or the post holiday effects using regressions with dummy variables. The results
indicate significant changes from the pre-crisis period to the crisis period. We find that such changes
were more consistent in the case of emerging markets in comparison with the advanced financial markets.

Keywords. Calendar Anomalies, Global Crisis, Holiday Effect

1. INTRODUCTION

In the last decades, the presence of
calendar anomalies was largely approached in
scientific papers for practical and theoretical
reasons. The knowledge about the financial
markets evolution regularities could be
exploited by the investors. The calendar
anomalies were often used in theories that
opposed the Efficient Market Hypothesis
(EMH) which stipulated that past evolution of
stocks couldn’t serve to predict their future
evolution.

The holiday effects are among the best
known calendar anomalies consisting in
significant differences between the stock
returns of the days that precede or follow the
public holidays and the rest of the working
days. There are two forms of the holiday
effects:

- the pre-holiday effect, which refers to
the days before the public holidays;

- the post-holiday effect, which refers to
the days after the public holidays.
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Empirical researches discovered evidences
about the holiday effects presence on several
stock markets. Lakonishok and Smidt (1988)
found for the daily values of Dow Jones
Industrial  Average (DJIA) returns a
pronounced pre-holiday effect for a long
period of time [12]. Pettengill (1989)
identified significant differences between the
pre-holiday returns and the rest of the working
days for US both large and small firms [18].
Ariel (1990) investigated the returns of indices
provided by the Center for Research in
Security Prices (CRSP) and he proved the
existence of a significant pre-holiday effect
[1]. Cadsby and Ratner (1992) studied
calendar anomalies for the capital markets
from ten industrialized countries and they
found significant holiday effects for five of
them [5]. Kim and Park (1994) identified
holiday effects in the United States, in Japan
and in United Kingdom [11]. Tan and Wong
(1996) analyzed the Singapore capital market
and they concluded that in pre-holidays the
returns were significantly higher than in other
working days [19]. Arsad and Coutts (1997)



studied prices anomalies on the London
International Stock Exchange and their results
supported the holiday effects presence [2].
Meneu and Pardo (2004) analyzed the most
important individual stocks of the Spanish
Stock Exchange and they discovered high
abnormal returns on the trading days prior to
the public holidays [16]. Lucey (2005) found
a significant pre-holiday effect on the Irish
equities evolution [13]. Hansen et al. (2005)
tested the calendar effects significance for
capital markets from ten industrialized
countries and their results indicated that pre-
holiday returns were among the best five for
the United States, for Norway and for Italy,
while the post-holiday returns were among
the best five for Norway [8]. Marrett and
Worthington (2007) investigated twelve
indices from the Australian stock market and
they found pre-holiday effects for three of
them [15].

There were, however, researches which
failed to provide any evidence of the holiday
effects. For example, Blandon (2010) analyzed
calendar anomalies for the LATIBEX market,
formed by Latin-American companies quoted
in the Spanish Stock Exchange, finding no
holiday effects [3].

Several attempts were made to explain the
holiday effects since their discovery. Some of
them are based on the behavioral finance
approaches and on the investors’ psychology.
The optimism that animates investors in the
days that precede public holidays is considered
responsible for high returns, while the lower
performances from post-holidays are viewed
as corrections after these shocks [4, 20]. There
are also theories that contest the independence
of the calendar anomalies. For example,
Pearce (1996) revealed that almost half of the
public holidays occurred on Monday [17].

For the investors which intend to exploit a
form of seasonality in the stock prices
evolution it is important to analyze its
persistence in time. As Dimson and Marsh
(1999) concluded in their seminal study, the
publication of an anomaly could cause its
disappearance or reversal [7].

Several papers revealed, for many stock
markets, changes in time of the holiday effects
[6, 14, 19, 21]. Sometimes, these changes were

provoked by dramatic events such the financial
crises [9].

In this paper we investigate the holiday
effects presence before and during the global
crisis for a group of 28 countries. We use daily
values of representative indexes from the stock
markets of these countries and we try to
identify pre or post-holidays effects by
regressions with dummy variables.

The rest of the paper is structured as it
follows: the second part describes the data and
the  methodology employed in our
investigation, the third part presents the
empirical results and the fourth part concludes.

2. DATA AND METHODOLOGY

In our investigation we employ daily
closing values of the stock market indexes
from 28 countries for a time period between
January 2000 and December 2011. Based on
MSCI Index Base Dates we split this group of
countries into two broad categories: developed
markets and emerging markets.

In order to identify the changes induced by
the global crisis we divide our sample in two
sub-samples:

- first sub-sample, corresponding to a pre-
crisis period, from 1* of January 2000 to the

15" of September 2008 (when it was
announced the bankruptcy of Lehman
Brothers);

- second sub-sample, corresponding to the
crisis period, from the 16™ of September 2008
to the 31* of December 2011.

We calculate the returns of the indexes
using the formula:

R=In(P)—In (P.)

where:

- R¢is the return on the day t;

- P, is the closing market index price on the
day t.

We identify pre or post-holiday effects
performing regressions with dummy variables:
Ri=vo+ v,PRE_HOL + y,POST HOL +¢g, (2)

where:

- PRE HOL is a dummy variable taking the
value one for the trading day before a public
holiday and zero otherwise;

- POST HOL is a dummy variable taking
the value one for the trading day after a public
holiday and zero otherwise.

(1
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We test all the time series for
heteroskedasticity and autocorrelation. In the case
we identify only heteroskedasticity we apply the
White’s corrections to standard errors and p-
values. When we detect both heteroskedasticity
and autocorrelation we use the Newey - West
corrections.

3.EMPIRICAL RESULTS

The Table 1 presents the regressions results
for the developed markets. We found no
evidence of pre or post-holiday effects, before
or during the global crisis, for seven indexes:
AEX General, Hang Seng, Straits Times, S&P
TSX Composite, Swiss Market, Standard &
Poor’s and All Ordinaries. Three indexes
exhibited before the crisis pre-holiday effects
which disappeared during the crisis: ATX,
CAC 40 and FTSE 100. For Taiwan Weighted
the pre-holiday effect appeared only during the
crisis. Before the crisis we found post-holiday
effects for four indexes: BEL-20, ATX, CAC
40 and Nikkei 225. During the crisis this
anomaly disappeared for Nikkei 225 but it
appeared for FTSE 100.

The results of regressions for the emerging
markets are presented in the Table 2. Four
indexes: CROBEX, BSE 30, KLSE Composite
and TA 100 exhibited no holiday effects
before or during the crisis. We identified pre-
holiday effects before the crisis on four
indexes: BET-C, Bovespa, Seoul Composite
and IPC. For all these indexes the pre-holiday
effects disappeared during the crisis. Instead,
these anomalies appeared for other four
indexes:  Jakarta  Composite, Shanghai
Composite, BUX and Athex Composite Share
Price Index. Two indexes, PX Index and BET-
C, exhibited before the crisis post-holiday
effects which disappeared during the crisis.
For other two indexes, Jakarta Composite and
MerVal, these calendar effects appeared
during the crisis.

4. CONCLUSIONS
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In this paper we studied the holiday effects
from 28 stock markets for two periods: the
first from January 2000 to September 2008,
when the financial markets experienced
relative quiet evolutions and the second one
during the actual global crisis. Our
investigation revealed significant changes in
pre and post-holidays effects from quiet to
turbulent times.

For many countries, the holiday effects
identified on quiet times disappeared during
the global crisis. We could link this evolution
with the decline of pre-holiday euphoria,
which is one of the main explanations of the
holiday effects. Instead, during the turbulent
times, many investors are probably worried
about the changes that could occur during the
public holiday and they prefer to sell the high
risk assets. There are also some countries
where the holiday effects, which hadn’t been
identified in the quiet times, appeared during
the global crisis. Some of them, as Hungary
and Greece, are European countries highly
affected by the global crisis. Others, as
Indonesia, Taiwan and China, are countries
from the South-East Asia with high economic
growth in the last years. In such economies, in
the turbulent times, the investors’ behavior
could be very sensitive to expectations about
events that could occur during the public
holidays.

We found significant differences in the
holiday effects evolutions between the
developed markets and the emerging markets.
On developed markets, the holiday effects
experienced much more stability in
comparison with the emerging markets. This
situation could be explained by the fact that in
general the impact of the global crisis was
more consistent on the emerging markets than
on the developed markets.

REFERENCES



1. Ariel, R., High stock returns before
holidays: Existence and evidence on possible
causes. Journal of Finance 45(5): 1611 - 1626.
(1990).

2. Arsad, Z., Coutts, J. A., Security price
anomalies in the London International Stock
Exchange. Applied Financial Economics 7(5):
455 - 464 (1997).

3. Blandon, Jose Garcia, Return’s
Seasonalities in the LATIBEX Market. Revista
de Analisis Economico, Vol. 25, No. 1, pp. 3-
14. (June 2010).

4. Brockman, P., Michayluk D.. The
persistent holiday effect: additional evidence.
Applied Economics Letters 5(2): 205 - 209.
(1998).

5. Cadsby, Charles Bram, Ratner Mitchell,
Turn-of-month and pre-holiday effects on
stock returns: Some international evidence.
Journal of Banking & Finance, Volume 16,
Issue 3, Pages 497-509 (June 1992).

6. Chong, R., Hudson, R., Keasey, K., and
Littler, K. Pre-holiday effects: International
evidence on the decline and reversal of a stock
market anomaly. Journal of International
Money and Finance, 24, 1226-1236. (2005).

7. Dimson, E., Marsh, P. Murphy‘s law
and market anomalies. Journal of Portfolio
Management, 25, 53-69. (1999).

8. Hansen Peter Reinhard, Lunde Asger,
and Nason James M., Testing the Significance
of Calendar Effects, Federal Reserve Bank of
Atlanta, Working Paper 2005-2 (2005).

9. Holden, Ken, Thompson, John,
Ruangrit, Yuphin, The Asian crisis and
calendar effects on stock returns in Thailand.
European Journal of Operational Research,
Elsevier, vol. 163(1), pages 242-252. (2005).

10. Keef, S.P., Roush, M.L. —Day-of-the-
week effects in the pre-holiday returns of the
Standard & Poor‘s 500 stock index. Applied
Financial Economics, 15, 107-119. (2005).

11. Kim, Chan-Wung and Jinwoo Park,
1994. Holiday Effects and Stock Returns:
Further Evidence. The Journal of Financial

and Quantitative Analysis, Vol. 29, No. 1. pp.
145-157. (Mar., 1994).

12. Lakonishok, J., Maberly, E.. The
weekend effect: Trading patterns of individual
and institutional investors. Journal of Finance
45(1): 231 - 243. (1990).

13. Lucey, B.M., Are local or international
influences responsible for the pre-holiday
behaviour of Irish equities?. Applied Financial
Economic (2005).

14. Marquering, W., Nisser, J., Valla, T.
Disappearing anomalies: A dynamic analysis
of the persistence of anomalies. Applied
Financial Economics, 16, 291-302. (2006).

15. Marrett, G. J., Worthington, A. C., An
empirical note on the holiday effect in the
Australian stock market, 1996-20006,
University of Wollongong. School of
Accounting and Finance Working Paper
Series No. 07/11. (2007).

16. Meneu, Vicente and Angel Pardo, Pre-
holiday Effect, Large Trades and Small
Investor Behaviour. Journal of Empirical
Finance, Volume 11, Issue 2, March 2004,
Pages 231-246. (2004).

17. Pearce, Douglas K., The robustness of
calendar anomalies in daily stock returns.
Journal of Economics and Finance, Volume
20, Number 3, 69-80 (1996).

18. Pettengill, G.N., Holiday Closings and
Security Returns. Journal of Financial
Research, 12, 57-67. (1989).

19. Tan, R., Wong, N.T., Calendar
Anomalies In The Singapore Stock Market.
Sngapore Journal of Stock Exchange, June, 6-
13. (1996).

20. Vergin, R. C. and J. McGinnis
Revisiting the holiday effect: Is it on holiday?.
Applied Financial Economics 9(3): 477 - 482.
(1999).

21. Wing-Keung Wong, Aman Agarwal
and Nee-Tat Wong, The Disappearing
Calendar Anomalies in the Singapore Stock
Market. The Lahore Journal of Economics 11
: 2 (Winter 2006) pp. 123-139 (2006).

60



“HENRI COANDA”
AIR FORCE ACADEMY
ROMANIA

“GENERAL M.R. STEFANIK”
ARMED FORCES ACADEMY
SLOVAK REPUBLIC

INTERNATIONAL CONFERENCE of SCIENTIFIC PAPER
AFASES 2012
Brasov, 24-26 May 2012

APPENDIX

Table 1 - Estimated coefficient of regression for developed markets

Index Beforethecrisis Duringthecrisis
const pre hol post_hol const pre hol post_hol
AEX -0.0326075 0.126011 0.42162 -0.0487961 0.578339 1.68807
General (0.0314608) | (0.155799) | (0.315495) | (0.0660461) | (0.644339) | (1.03018)
[0.30011] [0.41872] [0.18156] [0.46022] [0.36967] [0.10167]
BEL-20 -0.0140631 | 0.0436764 0.569178 -0.0626982 | 0.439873 1.50304
(0.0259824) | (0.1791) (0.254351) | (0.0597737) | (0.399067) | (0.630492)
[0.58839] [0.80736] [0.02534**] | [0.29451] [0.27067] | [0.01735%**]
Taiwan Weighted | -0.0215681 | 0.0793878 0.092035 -0.0103438 | 0.771576 0.43046
(0.0354362) | (0.197617) | (0.283748) | (0.0536593) | (0.303215) | (0.475395)
[0.54282] [0.68793] [0.74570] [0.84719] | [0.01112%*] | [0.36548]
ATX 0.0243068 0.212556 0.289749 -0.100213 0.46745 0.433921
(0.0243393) | (0.110614) (0.157816) | (0.0836856) | (0.402354) | (0.656797)
[0.31807] | [0.05479*%] | [0.06650*] | [0.23146] | [0.24566] | [0.50902]
Hang Seng -0.0036987 0.0920851 0.179194 -0.0356625 0.435673 0.598024
(0.0320519) | (0.169028) (0.242752) | (0.0745747) | (0.468409) | (0.45073)
[0.90814] [0.58595] [0.46049] [0.63263] | [0.35258] | [0.18494]
Straits Times -0.0058228 0.031657 0.146481 -0.0066412 0.139749 0.546956
(0.0261801) | (0.139893) (0.182831) | (0.0530025) | (0.355163) | (0.677707)
[0.82401] [0.82099] [0.42311] [0.90032] [0.69407] [0.41986]
S&P TSX 0.010084 0.0037797 0.283012 -0.0293777 | 0.0773305 0.538173
Composite (0.0227573) | (0.111773) | (0.200373) | (0.0622735) | (0.214469) | (0.363856)
[0.65773] [0.97303] [0.15797] [0.63723] [0.71852] [0.13950]
Swiss Market -0.0131117 0.163237 0.227362 -0.0106538 | -0.142735 | -0.457011
(0.0261949) | (0.123567) | (0.190292) | (0.0517575) | (0.419136) | (0.674614)
[0.61674] [0.18663] [0.23229] [0.83697] | [0.73353] | [0.49831]
CAC 40 -0.0278097 0.440745 0.593794 -0.0546225 | 0.698159 1.35683
(0.0306059) | (0.13241) (0.286582) | (0.0682985) | (0.52379) | (0.722814)
[0.36364] | [0.00089***] | [0.03838**] | [0.42407] | [0.18293] | [0.06084%*]
DAX -0.0145083 0.464072 0.0894356 -0.0049968 0.528084 -0.366427
(0.0332359) | (0.18767) (0.437846) | (0.0658933) | (0.407144) | (0.661704)
[0.66250] | [0.01348**] | [0.83817] [0.93957] | [0.19497] | [0.57989]
FTSE 100 -0.0235883 0.276294 0.175264 -0.0146677 0.291387 0.7106
(0.0254844) | (0.148398) (0.20347) | (0.0592876) | (0.21087) (0.37173)
[0.35476] [0.06276%] [0.38912] [0.80466] [0.16740] | [0.05627%*]
Standard & Poor's | -0.0091456 0.0144746 -0.025141 0.00186778 0.240503 -0.106702
(0.0253619) | (0.113843) | (0.142653) | (0.0674073) | (0.423348) | (0.38972)
[0.71843] [0.89884] [0.86012] [0.97790] [0.57012] [0.78431]
Nikkei 225 -0.0504494 | 0.0462626 0.576414 -0.0767815 | -0.205473 0.761613
(0.0319163) | (0.110951) | (0.200604) | (0.0708407) | (0.327461) | (0.539121)
[0.11410] [0.67675] | [0.00410%**] | [0.27875] | [0.53053] | [0.15813]
All Ordinaries 0.017687 0.0580814 0.0464089 -0.032376 0.31268 0.221229

61




(0.0184754)
[0.33851]

(0.103652)
[0.57530]

(0.181663)
[0.79839]

[0.51684]

(0.0499242)

(0.333134)
[0.34821]

(0.246595)

[0.36991]

Note: Standard Errors are within round brackets, while p-values of the statistical tests are within
the squared brackets.

Table 2 - Estimated coefficient of regression for emerging markets

Index Beforethecrisis Duringthe crisis
const pre hol post_hal const pre hol post_hol
CROBEX 0.0677542 0.117473 -0.060608 -0.0862212 0.493399 -0.190338
(0.0295166) | (0.118059) (0.133376) | (0.0645811) | (0.491361) (0.389321)
[0.02180%*] [0.31983] [0.64958] [0.18222] [0.31560] [0.62505]
PX Index 0.00143294 0.262531 0.417237 -0.0627432 0.416841 0.400434
(0.0289779) (0.1742006) (0.195973) (0.0744568) | (0.566706) (0.501889)
[0.96056] [0.13191] [0.03333%%] [0.39965] [0.46221] [0.42518]
BET-C 0.0728586 0.587697 1.06965 -0.0390125 0.594205 -0.629303
(0.0295037) (0.188711) (0.431443) (0.0742) (0.369483) (0.676777)
[0.01361*%*] | [0.00187***] | [0.01324%%*] [0.59919] [0.10817] [0.35272]
Bovespa 0.0325835 0.486912 -0.0846322 0.0117187 0.00713362 0.271723
(0.0413507) | (0.195716) (0.206955) | (0.0810892) | (0.25647) (0.336854)
[0.43079] [0.01293%*] [0.68262] [0.88513] [0.97782] [0.42010]
Seoul -0.0111984 0.369656 0.317084 0.0276231 -0.0535583 -0.0099817
Composite | (0.0405356) | (0.138206) (0.317084) | (0.0632281) | (0.372066) (0.599474)
[0.78237] [0.00754***] [0.21384] [0.66231] [0.88558] [0.98672]
BSE 30 0.0293893 0.16382 0.217843 -0.0168153 0.100154 0.483848
(0.036513) (0.146796) (0.217395) | (0.0673484) | (0.332232) (0.410215)
[0.42097] [0.26456] [0.31643] [0.80290] [0.76314] [0.23855]
Jakarta 0.0514878 -0.0131068 -0.102612 0.0848183 -0.385688 0.692518
Composite (0.0325847) (0.135775) (0.170296) (0.0643783) | (0.212886) (0.339438)
[0.11423] [0.92311] [0.54687] [0.18805] [0.07041%] | [0.04166**]
Shanghai 0.0182577 1.34147 -3.12918 -0.0218391 0.511231 0.514976
Composite (0.0331412) (3.886) (11.3067) (0.0619656) | (0.227886) (0.586386)
[0.58175] [0.72997] [0.78199] [0.72460] [0.02515%*] [0.38009]
0.0352781 0.0482806 -0.0311874 -0.000043 -0.790729 0.199966
BUX (0.0309973) | (0.127249) (0.210172) (0.07967) (0.371243) (0.82732)
[0.25520] [0.70442] [0.88205] [0.99957] [0.03347**] [0.80907]
MerVal 0.0278962 0.192684 0.318763 -0.00805019 | 0.0667229 1.23216
(0.0474027) | (0.232422) (0.248613) (0.085836) | (0.217448) (0.593753)
[0.55626] [0.40718] [0.19992] [0.92530] [0.75904] [0.03829%*]
KLSE 0.000987126 0.0471481 0.19824 0.082899 -0.131166 -0.569805
Composite | (0.0209674) | (0.115402) (0.165212) | (0.0541508) | (0.206108) (0.574474)
[0.96245] [0.68291] [0.23031] [0.12619] [0.52470] [0.32156]
Athex 0.234809 -0.354297 0.0849023 -0.228943 1.15126 0.30388
Composite (0.267227) (1.77006) (3.40889) (0.0833038) | (0.499368) (0.60522)
Share Price [0.37967] [0.84137] [0.98013] [0.00612%%*] | [0.02139%%] [0.61573]
Index
IPC 0.0718107 -0.320249 -0.106727 0.0335757 -0.0681973 0.536675
(0.0307048) (0.179795) (0.20727) (0.0588002) (0.24576) (0.447604)
[0.01944%%] [0.07502%] [0.60666] [0.56815] [0.78147] [0.23087]
TA 100 0.0263518 -0.0245662 0.0713 0.0788864 -0.239756 -0.13197
(0.034578) (0.0997893) (0.205461) (0.0750868) | (0.157033) (0.247619)
[0.44610] [0.80557] [0.72861] [0.29379] [0.12725] [0.59422]

Note: Standard Errors are within round brackets, while p-values of the statistical tests are within
the squared brackets.
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ACTORSINVOLVED IN PROJECT MANAGEMENT

Vasile DUMITRU

”Spiru Haret” University, Brasov, Romania

Abstract: The internal organization of project management implies both the actors

that

take part in it and other specific connected elements pertaining to the project development. By the manner
in which activities within the project are conducted, performance of the system is identified. The actors
involved in project management include the project manager, the project team and the secretariat of the
project and all of them hold specific competences and responsibilities. The connected elements are
identifiable with those people affected by the development of the project results, those that promote the
project, governmental agencies, mass media, citizens and others.

Key words: Project, project management, actors involved in the project.

During the course of the project, both
private individuals and legal individuals
representing  firms and  organizations
participate. These people may influence either
positively or negatively the project in motion,
as a result of the position they take in relation
with the actors or the connected elements.

1. The project management

The project manager is assigned the
project by the top management, so that he or
she can access and understand the inclusion of
the project within the general framework of
the primary organization. The project
manager’s Curriculum Vitae is one of the
most important among the documents required
for funding; therefore the CV needs to include
such elements requested by the funds
provider, and mainly proofs of his or her
experience in running projects. Thus, it is
interesting to present certain pre-activities
regarded as projects.

63

The term °‘official’ project manager is often
used in reference to the project manager who
is not the same with the real initiator of the
project, due to such credibility and experience
issues which may later on enhance the chances
for the project to be accepted and funded. Two
major threats result from such an instance,
and, unfortunately, they are frequently met':

- the ‘puppet’ manager risks not being able
to manage with his/her partner contacts and
fund providers because he or she is not updated
with regard to the project in motion, or does not
know all details, whereas the project initiator is
the person who takes care of such details;

- the project manager, after the project is
approved, may not accept his or her status of a
‘puppet’, and wishes to impose his or her
authority; in this case a de-motivation of the
mitiator and of the team occurs; moreover the
project manger may not understand the goal of
the project since the project is not his or her
own concept; as a result wrong research

! Irina Manolescu, Managementul Proiectelor, Editura
Universitatii “Alexandru Ioan Cuza”, Iasi, 2005,p. 50



directions may appear, alongside with other
types of conflicts.

The project
include:

- preparation of a budget and an activity
schedule on various intervals of time;

- selection of team;

- providing necessary resources;

- other routine details that contribute to
the project development.

The description of the manager’s
responsibilities must be achieved in accordance
with the type of project and the organization
that selected it. there are differences between
the project manager and the ‘functional’
manager’:

- the former focuses on synthesis,
whereas the latter stresses upon analysis;

- the functional manager is a direct,
technical supervisor; the project manager is a
‘facilitator’.  The latter detains detailed
knowledge in two or three areas of expertise,
yet rarely does he know any of them in depth.
In conclusion, the project manager is rather a
generalist than a specialist. Although he is
responsible for the project, the functional
manager makes a series of decisions: who the
people included in the project are; technical
details such as how the project or the use of
resources are going to be accomplished.
According to the project administration, this
functional manager may as well not be directly
responsible for the final results.

- the project manager holds greater
autonomy upon the top management of the
company. The direct superior of the project
manager may apply a strict supervision upon
any action and may impose on him what
exactly he or she needs to do. The entire
authority, which normally should be delegated
to the project manager, is hold, in this case, by
the superior — a situation known as
‘micromanagement’. The system blocks
creativity and initiative of the project’s team,
and usually only mediocre results if not a
failure are produced. There is not an efficient
method for annihilating micro-management.

manager’s responsibilities

?Idem, p.51

The project manager’s responsibilities
are divided into three main areas’:

- in relation with the organization he or
she belongs to; administration of resources;
meeting terms and a correct communication, as
well as a careful management of the project;

- in relation with the project; the
manager has to make sure that the integrity of
the project is secures, despite conflicting
requests made by any of the interested parties;

- in relation with the members of the
project’s team; since the team works for
somebody who is not their direct boss, thus, the
relationships among the team’s members are
tighter than expected, especially in situations
when the team members are full timers in the
project. The project manager’s responsibility
toward the team is dictated by the finite nature
of the project and by the specialized nature of
the team.

The key abilities of the project manager
are*:

- communication (listening to and
persuasion);

- organization (planning, establishment
of objectives and analysis);

- team building (empathy, motivation);

- leadership (energy, delegation of
authority, positive attitude);

- adaptation (flexibility,
patience, perseverance);

- technical skills (experience, project
know-how).

The project manager may be elected
and named as soon as the project has been
selelcted for funding, but in most cases the
manager is selected prior to this moment.
Sometimes, during the last stages of the
project, the manager is changed. The transition
is difficult and the results are sometimes
unsatisfactory.

The most desired attributes of a project
manager are: a complex professional
experience; maturity; availability;  good
relationships  with the top management;
motivating for and able to keep the team
united; prior experience in working with more
than one departments.

creativity,

*|dem, p.51-52
* Idem, p.52

64



“HENRI COANDA”
AIR FORCE ACADEMY
ROMANIA

s I
- 7

&

“GENERAL M.R. STEFANIK”
ARMED FORCES ACADEMY
SLOVAK REPUBLIC

INTERNATIONAL CONFERENCE of SCIENTIFIC PAPER

AFASES 2012
Brasov, 24-26 May 2012

The selection of project managers often implies
such criteria as’:

- credibility —
administrative;

- sensitivity — in both political and
technical acceptance;

- leadership — in tight connection with
the ethical component;

- ability to face stress.
The success within a major project may
promote the project manager to one of the top
management positions of a company.

technical and

2. The project’steam

The project’s team consists of selected
personnel, in relation with their project
responsibilities; its members belong to a variety
of fields of expertise and specializations; the
team is subordinated to the project manager.
The members of the team need to be motivated,
involved in the project, to possess aptitudes for
working in a team, to have communicative
competences, to be creative, and to display
strong personalities so as each may contribute
to the project’s successful accomplishment.

The project manager needs to bear in
mind that, usually, a team is established ad-hoc,
but its members must possess knowledge in
specific areas. Within new teams, there is an
evolutionary process made up of specific
stages, as follows®:

a. Stage I — Orientation, characterized
by: limited engagement in relation with
considerable expectations; a lot of fears (what
is expected from an individual; which is his or
her role in the system etc.); exploration of the

> Idem, p.53
® Wolfgang Lessel, Managementul proiectelor-cum si
planificam eficient proiecte si sd le transpunem cu

succes in practica, Editura Bic All, Bucuresti, 2007,
p.90-91
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environment; individuals depend largely on
authority and hierarchy; the need of belonging
to a group/team and to occupy a specific
position.

b. Stage Il — Frustration; consists of
actions of the kind: discovering discrepancies
between hope and reality; dissatisfaction
caused by own dependence on authority;
arguments on objectives; tasks and action
plans; the feeling of lacking orientation and
competence; negative reactions related to
leaders and participants; competition for key
positions and/or drawing attention;
manifestation of some polarized feelings —
dependence and independence.

c. Stage Il — Taking a new path;
includes reception of dissatisfactions; building
a new bridge over the gap between
expectations and reality; annihilation of
polarization and discovery of guilt;
development of harmony, trust, availability to
provide help and respect; development of self-
trust and optimism; open relationships among
the team’ s members and gradually increased
feed-back; distribution of responsibilities and
control; establishment and use of a team’s
own communication.

d. Stage IV — Production; aims at
establishing co-operation within the team,;
collaboration with the entire team and sub-
teams; living the sensation “together we are
strong”; the feeling of own value (accepting
duties without fear); alternative management;
pride of having accomplishing tasks
successfully; an increased level of production.

During the on-going process of the
project, the project team is subjected to a
series of perturbing factors that slow down its
evolution. Among the perturbing factors, we
can mention cultural, organizational and



individual factors, grouped according to the
following statements’:

- lack of communication or defective
communication; the team members that hold
weak rhetorical skills cannot communicate
and abandon their attempt at expressing
arguments, thus leading to the information and
justification loss;

- inadequacies related to authority;
attention is paid in accordance with the
speaker’s position; if issues are not clearly and
objectively  stated, the decision-making
process deteriorates, whereas motivation and
communication are inhibited;

- troublesome relationships; if
relationships between the team’s members are
not based on reciprocity principles,
information and arguments may not be
accessed or taken into consideration;

- decisions; sometimes, attention is
focused on decisions that are less important, to
the detriment of essential ones;

- stating creative opinions; futuristic
opinions and genial ideas are often mocked at
by the members of the team; thus leading to a
lack of motivation in their initiators and
further decreasing the creativity potential,
occasionally conflict may emerge from such
instances.

A presentation of the perturbing
factors highlights the fact that steps must be
taken at the level of the project’s team, in
order for simple rules of engagement and co-
operation to be established.

3. Theproject’ssecretariat

By the term ‘secretariat’, one
understands ‘“an office within an institution,
company or political or mass organization
meant to deal with and solve current issues
pertaining to its management”®.

The secretariat is a direct and indispensable
auxiliary part of the management, whose
major role is to ease the management in its
evolution, thus creating its proper conditions

for accomplishing its main tasks: planning-

’ Rupert Eales-White, Cum si formezi echipe eficiente,
Editura All Beck, Bucuresti, 2004, p.21-32
® Secretariat-definition/DEX online

organization-command-coordination-control.
The specialized literature defines the
secretariat as a nucleus (a grouping of
positions and personnel that occupy them)
involving complex activities, characteristics
and individual tasks. This group of specialized
people are gathered under a hierarchical
authority (secretariat directors, heads of
departments, chiefs of secretariat), which is, in
its turn, directly subordinated to the
management and whose duties implies tasks
specific for the secretariat job. Inside a
secretariat, work is related to complex
activities such as:

- activities specific to the secretariat
(taking and transmitting telephone messages,
shorthand writing, photocopying of materials,
typing of documents dictated by chiefs,
documents classification, correspondence
administration );

- activities leading to tasks and duties
accomplishment, as they were stipulated in
one’s job  description (documentation,
correspondence, protocol, organization of
events etc.);

- activities decided on and initiated by
secretariats  (training of  subordinated
secretaries);

- activities on behalf of the managers

(official guests, participation at talks with
business partners etc.).
Activities include specific tasks and tasks need
specific skills to be achieved. The task
represents one department’s area  of
responsibility and accomplishment of tasks by
a department implies the competence of the
department’s members to fulfill duties
resulting from these activities.

The secretariat holds global tasks that
are further detailed for each of the person
working there. The secretariat activity
includes the following tasks and duties’:

- executing general recording activities
(sorting, recording, dating, and distribution of
documents) whenever there 1is not a
specialized department of records;

- correspondence activities, for both
received and sent documents; reading of
received correspondence, notification of

? ebooks.unibuc.ro/Stiinte ADM/secretariat/8.htm
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management regarding the correspondence, its
recording, distribution and  monitoring
received correspondence, drawing of replies
based on prior analysis, their typing,
presenting replies to chiefs for signatures,
preparation of correspondence for mailing, its
delivery to the department of records or
sending it, and wherever the case is,
facilitating correspondence transportation by
organizing the couriers’ tasks;

- documentation activities: detection of
internal and external sources; selection of
materials; presentation of resulting materials
in tables, charts, statistics etc., classification of
documents, organization and ensuring the well
functioning of the project archives;

- shorthand writing of the minutes of
meetings, conferences, business meetings,
transcription of dictated materials, either
orally or over the telephone;

- multiplication of materials: typing
using either a typewriter or a computer (using
the blind method), use of a printer or
photocopiers, correcting typing  errors,
familiarization with error correction systems
for editorials;

- translations in and from the language
of specific documents, correspondence,
documenting materials, knowledge of a
foreign language in its written and verbal
form;

- protocol and public relations issues:
drawing of plans for the well going of
meetings with people other than the
institution’s personnel, reception of guests and
business partners, knowledge regarding
behavior specific to the visitor’s country of
origin, preparation of protocol correspondence
on occasion of various events;

- keeping record of necessary
secretariat stationery articles and personnel
(record of supplies for the secretariat
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department), record of extra-hours, leaves,
business travels, delegations and professional
events;

- preparation of business travels,
booking of tickets, hotel rooms, obtaining
visas, documents preparation, establishing
contacts with people whom the manager is
supposed to meet and drawing the schedule;

- knowledge of and use of modern
office devices (computers, photocopiers, fax
machines, recording-classification devices,
interphone etc.) ; good skills for computer
typing and computer’s programs destined to
such operations;

- organization of the informational
system:  reception, administration and
transmission of data;

- drawing basic accountancy of the
project;

- reception
telephone messages;

- organization of meeting and materials
to be used for meetings;

- following labor rules;

The project secretariat is an ad-hoc
organism meant to manage activities and
documents resulting from the project in
motion. The secretariat is subordinated to the
project manager or to the department assigned
to monitor the on-going process of the project
within the primary organization. The activity
performed within the secretariat of the project
may lead to an increased efficiency of
activities of the whole project or may foresee
possible  drawbacks. Therefore, special
attention should be paid to the organization of
the secretariat’s space, equipment and quality
of personnel.

The secretariat focuses its attention on
the following main activities:

- a centralized administration of
documents;

and transmission of



- a centralized monitoring of costs;

- drawing reports.

The project secretariat may be
established within an already existent
secretariat, in case of small projects, or by
setting a distinct secretariat, able to serve one
(in case of large projects) or more than one
projects.

For a normal development of activities
within the project, it is imperious for the
project to be well documented. By this, we
understand “the totality of data and documents
with regard to a specific aspect or a specific
area”'’. The project documentation
refers to the totality of documents and data
that was or will be available for one or more
people from the project’s managerial team or
their hierarchically positioned superiors.

Data and documents include: an
exchange of correspondence with customers
or suppliers; an exchange of correspondence
between the company’s departments; contracts
and annexes to contracts; specifications; goods
orders; notes of telephonic conversations;
minutes; graphics and technical documents.
For a good preservation of the projects’
documentations, the company’s archive
should be used; in the absence of such a
department, other organizations of this type
may be contracted.

'® documentatie-definitie/DEX online
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Abstract: This paper is a contribution to a further development of logistic support and planning
of the Czech Armed Forces. Main idea is to promote and deliver a proper operations research framework
into the operations planning process and into the entire environment of military missions and operations.
From the point of view of the decision making process the Czech armed forces widely employ empiric
approach and on site solutions. This paper promotes scientific methods to the system of logistic support
enabling the army to operate both effectively and economically. Our proposal includes a research of
mathematical methods and heuristics being used by NATO countries
and/or in the civilian sector. Integrating such methods into the military decision making process chain
may largely contribute to support fundamental decisions in a more accurate and sophisticated way with
potential economical side effects.

Keywords. operation research, decision making, logistic support, planning

countries employ a skilled operations research
(OR) staff to carry out more advanced analytic
1 INTRODUCTION and evaluation methods and procedures. This
paper outlines some ideas considering certain

Par.adi'gm shift in the North Atlantic Treaty improvement possibilities for the decision
Organisation’s (NATO) and the European  gupnort and planning.

Union’s (EU) security and defense policy,

comes along with new challenges and tasks 2 SYSTEMS FOR DECISION

for the armed forces (AF), while making it SUPPORT

necessary to modernize and reform logistics

systems. Limited budgets require military The systems for decision support include a

commanders to implemept eponomic austerity  wide variety of models, simulations and other
measures  at .a_ll' orgamzat{o_nal levels and  goftware applications that are designed to
among all activities. The Military Strategy of  facilitate and improve decision making. These
the Czech Republic mentioned the need to systems simulate various operating
ach‘1e\./e greater efficiency ~especially N environments and may include conditions of
logistics. Efficiency goes together hand in  yncertainty and analysis of "what happens,
hand  with rlght de01§19ns. Thp NATO-  when ..." used algorithms or heuristics. [1]

standard operational decision-making process The decision support systems, which may

(ODMP)  clearly ~ provides a. complex include decision analysis systems, predictive
framework to enable proper decisions to be  odels,  simulation  models  or linear

made. However still only few NATO
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programming models, can integrate tools of
the artificial intelligence. [1]

2.1 Using the simulation for decision
support

The simulation is a method that creates
models of the situation and may determine the
likely  changes  that occur  during
the implement of an alternative or a change of
variable. [1]

The computer simulations allow users to
overcome the problems of implementation of
dynamic programming module random effect
andthe need for a large number
of calculations. The computer simulation can
be characterized as the display
of the behaviour of the real object
on the computer. Using simulation provides
many advantages such as the simulation time
can run faster than real, so it is possible to
evaluate a large number of alternatives [2] and
the cost for changes of the test options are
a fraction of the cost than if the change was
implemented in the process.

Computer simulation is only a tool
for decision support and can not find
an optimal  solution of the problem.

Decision-maker must change the structure of
the system, changing the variables that can
affect the real environment and using model
chooses the best combination of the variables.
[3]

For the correct functioning
of the application of simulations is observed
these follows rules [3]:

e knowledge of the modelled object or

process;

e cffectiveness of the design;

e collection of the

information;

e identification of the variables;

e review of the changes that occur in the

real system.

For computer simulation is possible used
countless of the software applications, as well
as spreadsheets (e.g. MS Excel).

necessary

2.2 Supply Distribution Model — software
application designed for the computer
simulation for decision support

In the process of planning and the various
stages according to the requirements are
presented information and intentions of in
logistics assessment and analysis of the
options activity. The planning process is
always directed to accept of the decision and
issued tasks to subordinates.

During the planning process is prepared
necessary documentation for the organization
and management of logistics support. The
decision making and the planning processes
are running concurrently, in which authority
and logistics commander thoughtfully prepare
future operation and logistics support of this
operation. [4]

The part of logistics information system of
NATO LOGFAS (Logistics Functional Area
Services) is a simulation tool for decision-
making support in the supply process. This is
SDM (Supply Distribution Model), which

allows test and simulate the situation
for the replenishment  of the  generated
scenarios, identify bottlenecks and other

problems in the supply chain, and then analyze
the outputs. The scenarios that are created for
modelling supply chains, based on defined
parameters and factors that affect the
calculation of the inventory.

Using SDM in the process of planning and
decision-making is shown in Figure 1.

70



“HENRI COANDA”
AIR FORCE ACADEMY
ROMANIA

\Q'f"s'"az@pmzi-‘;

“GENERAL M.R. STEFANIK”
ARMED FORCES ACADEMY
SLOVAK REPUBLIC

INTERNATIONAL CONFERENCE of SCIENTIFIC PAPER
AFASES 2012
Brasov, 24-26 May 2012
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planning planning
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The complete The method of The shortened |
decision-making[®— decision-making [ decision-making
process process process

The realization
of combat
operations and
logistics support

Using the simulation SDM
in decision-making process

Figure I planning and decision-making process
with the involvement of SDM

In the decision-making and planning
process are prepared the alternative solutions
of logistics support. These options can be used
to test and evaluate SDM simulation outputs.
Supply Distribution Module provides two
types of outputs. One of them is the indicator
of inventory when inventory items do not fall
to below Reorder Level or on Zero Level.

This information can be read from graphs
or Shortfall of Commodities Report. The
second indicator is the capacity utilization of
transport assets. This information is provided
by the Transportation  Asset  Utilization
Report. It follows that the simulation of SDM
is the support for decision making; it is shown
in Figure 2
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Figure 2 Scheme decision making for supply

The advantages and the disadvantages are
assessed for each option. The Pre-established
criteria and priorities can be used of selecting
the best solution. In the process of comparing
alternatives is possible to use a variety of
methods, such as the method of weighted
correlation tables. The evaluation of criteria is
relatively objective expressed in terms
of numbers, which are the result of subjective
assessment. For each numerical expression of
the value criteria is assigned so-called the
weight. [4]

Supply Distribution Model can be used as
a support tool in planning and decision
making in the phase of preparation operations,
but also during the operation. When working
with a model during the operation it is
possible set, edit and change the input
parameters and evaluate the situation - "what
happens, when ...".

It is possible to test events that occur with
a probability based on developments in the
area of operation. From the simulation outputs
is possible to adopt measures that would
mitigate the adverse impact on the entire
supply chain.



2.3  Finding the entry point for
operations research methods

Optimization effort is a logical result
of efforts made to more efficient spending of
resources, especially financial, and working
time. If a better solution than the current one is
found, it is possible under given conditions to
maximize logistical support.

The ODMP is taught to officer cadets of
all military services in many nations,
including the Czech. It 1is designed
for hierarchical organisations, clear goals, and
rational decision makers. Characteristics of the
ODMP are [5]:

e [t emphasises the planning process

before an operation begins.

e [t assumes a hierarchical organisation.

e It is a successive, top-down
decomposition process.

e Planning at each level
of decomposition is largely linear; see
Figure 3.

e Planning at any given level can only
begin when planning is complete at the
next level up.

Warning orders allow some overlapping.

Step 2: Mission analysis | \
/ \
/
|
|

Step 3: Commander's guidelines
I

[ 1] | '|

PHASE II: EVALUATION OF FACTORS

| A\

PHASE I: MISSION ANALYSIS

Step 1: A new situation?

Step 4: Intelligence preparation of the battlefield N ‘
Step 5: Friendly assets | @
@D
— <
a
) PHASE lll: CONSIDERATION OF COURSES OF ACTION ‘ l?r
Point of = — 5
proposal e °
H H Step 6: Development of Courses Of Action
IS Step 7: Consideration of Courses Of Action g
— 5
PHASE IV: COMMANDER'S DECISION ‘ =]
\_‘\ I =

Step 8: Commander’s decision

= _

= - = =

Di of
plan / order

‘ e

planning

-

’ CONTROL

Figure 3 NATO-standard operational decision-
making process

Czech army does not systematically
employ OR specialists even on a strategic
level. The whole ODMP as shown above is
typically run according to doctrine however
with only standard tools relating to decision-
making such as risk and centre of gravity
analysis and limiting factors evaluation. Phase
3 of the ODMP is anideal time for OR
implementation (assuming trained and skilled
Operations Research/System Analyst (ORSA)
with appropriate  knowledge of military
logistics).

In US Army the ORSA, Functional Area
49 (FA49) for military, Career Program Series
1515 for Army Civilians, is a science
professional who produces analytic products
(e.g. decision aids, models) to underpin
decisions by Commanders and to enable
solutions of varied and complex strategic,
operational, tactical and managerial issues.
ORSA personnel use quantitative and
qualitative analysis throughout the decision-
making process. ORSA personnel are adept at
problem solving, identifying risk, and
communicating results and recommendations.
Some of ORSA’s Unique activities:

e Data analysis;

Decision models;

Nodal or flow modelling;
Qualitative assessments;
Probability assessment;
Trending and forecasting;
Geospatial analysis;
Effects assessment;
Logistic support analysis.

ORSA techniques help to allocate scarce
resources, and to prepare, plan, analyze, and
assess operations. [6]

Project management implementation:

All military plans consist of a certain time
scale. There is chain of activities to be done
subsequentially or simultaneously each with
duration. There is a deadline as well. For a
reasonable decision-making a time
management is something not to be omitted.
The Critical path method using a Gantt chart is
one of a many possibilities how to plan and
watch your project. The Program (or Project)
Evaluation and Review Technique, commonly
abbreviated PERT, is a statistical tool, used in
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project management, that is designed
to analyze and represent the tasks involved in
completing a given project. Knowing the
likelihood of a project (or a plan) being
finished in a certain time might be a strong
argument in COA decision briefing (ODMP
phase 3).

Optimization of supply chain in the area of

operation:
It can be viewed as an effort to find the
best distribution solution. The level

of logistical support generally depends on time
and resources as key factors for optimization.
The Operational Decision
-Making Process (ODMP) should include an
appropriate design of an optimal distribution
model before the courses ofaction are
presented to the commander. In case the
distribution dependent system components are
stationary (e.g. bases, security stations) the so-
called ex-post optimization has to be put into
consideration. If the system elements are
movable (e.g. new operation) from the point
of view of distribution strategy optimization
the OR provides two applicable methods:
e Method for optimal distribution system
structure (Object Localization models
— e.g. distribution centre localization);

e Method for transportation routes
optimization (Optimal distribution
chain between system elements —
typically Travelling Salesman
problem).

The result of an optimal placement of the
distribution centre (DC) is an area defined by
boundary lines. That particular area shows
where the cost function is minimized - the cost
of potential supply will therefore be
minimized. As mentioned above, the
deployment of this model must be preceded by
consideration about how the distribution will
be done. Whether supply will be transported
on roads or, for example air (mostly straight
line flight — e.g. helicopter dropping material).
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This decision will set conditions
for the problem formulation.

Optimal distribution chain between system
elements:

If it is not possible for any reason to use
the services of a distribution centre (typically
the deteriorated security situation in the
neighbourhood), it is essential to find another
way to supply. Usually it is necessary to get
along with a limited transport capacity. For an
optimal distribution chain in some cases
a Traveling salesman problem (TSP) might be
employed. The problem belongs
to the category of Non-linear programming
with a typical computational complexity.

Clearly there are other various OR
methods or special heuristics which have
a potential to be involved in the ODMP.

3 CONCLUSION

Together with the rise of importance
of simulations provided by the SDM module
the OR research methods mean areal
challenge for the planning staff. The authors
propose the ideal theoretical entry point for
most OR methods the Phase 3 of the standard
ODMP. The ORSA personnel are actively
involved in the whole ODMP and increase
the effectiveness of this process by ensuring
analytical rigor and continuity throughout
mission planning, execution, and assessment
though.

The ORSA helps Commanders to derive
maximal benefit from its skills. With more
ORSA positions among NATO countries and
complex interoperability issues the Czech

Armed Forces need toconsider the
implementation of such staff into its
structures.
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Abstract: For now, the forecast growth in terms of Romania for 2012 remains 3.5%, but is likely
to be revised down, IMF experts believe.

Current domestic and international situation still remains, a difficult and requires high-order
budget constraints. Add to these difficulties related to the need to adjust the budget deficit and current
account values that make it possible to finance them.

In this context, the new Government will promote a coherent set of policies and macroeconomic
adjustment measures, coupled with monetary policy, to ensure sustainable economic growth, maintaining
the investment attractiveness of Romania, and a favorable business devel opment, market employment and
living standards. During the high economic growth, fiscal policy was expansionary type and is
inadequate. Construction budget and execution for 2008 have encouraged unwarranted increase
spending on goods and services at the expense of investment. Reduced administrative capacity has led to
low absorption of structural funds.

All this has led to slippage of the objectives set by the convergence program.

Keywords: financial crisis, economic, obstacles, weather,

individually and, especidly, to stat a
competition of subsidies to support their
companies. Experience shows that such

1. INTRODUCTION:

On November 26, 2008, the individua actions can not be effective and
Commission adopted the Communication "A  could seriously affect the domestic market.
European  Economic  Recovery Plan® When granting support, taking into full
("Recovery Plan") to act to exit Europe in the  account the specific economic situation today,
current financia crisis. itiscrucia to ensure alevel playing field for

Recovery Plan was based on two mutualy
reinforcing main elements. First, short-term
measures to boost demand, save jobs and
restore confidence and secondly, "smart
investment” to yield higher growth and
sustainable prosperity in the longer term.

In the current financial situation,
Member States have been tempted to act
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European companies and to avoid a situation
where Member States would start a competing
grants, which would not be sustainable and
would be detrimental to the Community.
Competition policy has exactly that role.



2. EFFECTS OF FINANCIAL
CRISISON EUROPEAN STATES.

In the 10 years of EMU, significant
economic differences between Member States
were masked and recedes by European
leaders, but fully settled by people exposed to
further austerity measures. Efficiency and
sufficiency of the nominal convergence
criteria set by the Maastricht Treaty, the main
conditions for joining the euro zone, have
been shaken by economic developments in
recent years. Gaps between euro area
countries have been placed in the spotlight of
international  crisis, which deepened the
financial problems and macroeconomic
imbalances in poorly performing countries.

Even now, European leaders
acknowledge the existence of a partia
economic and monetary union with two
speeds, ignoring causes deepening gap
between the core of the euro area and the
periphery. European policymakers have
finally understood the importance of resolving
the causes of disparities and imbalances in the
euro area and acted. Many will say enough,
but they acted. Was built, finally a preventive
mechanism to monitor and aert for the
European states.

Alert mechanism is the main tool of
analysis built a dashboard based on 10
macroeconomic indicators. They capture both
external imbalances and competitiveness, and
those internal guidelines setting thresholds
that serve as warning levels. Any deviation
from the range indicator set indicates high
risk.

Firsst.  Annual Report of the
Commission on the alert mechanism was
published in the February 14, 2012 and

identified 12 member states of EU
macroeconomic  risks  require  thorough
anaysis.  Belgium, Bulgaria, Cyprus,
Denmark, Finland, France, Itay, United

Kingdom, Slovenia , Spain, Sweden and
Hungary. States receiving financial assistance
program of the EU and the IMF - Romania,
Greece, Ireland and Portugal - are already
under an enhanced economic surveillance.
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Scoreboard emphasizes the loss of
competitiveness and the risk of imbalances in
weaker European economies over the past
decade. In Ireland, for example, housing
prices have increased by 55% before the
international crisis, signal overheating real
estate sector. Private debt has doubled,
reaching in 2010 highest in the EU, 341% of
GDP, and wages have increased annually by at
least 10% by 2009. Greece has high trade
deficits and spent more than disposable
incomes constantly missing ranges for exports
and debt. Public debt increased to 104% of
GDP in 2001 to 145% of GDP in 2010,
standing now at over 160% of GDP. In
addition, unemployment was around 10%
since 2001. So precarious situation of the
Greek economy is not known vyesterday,
today, but there were clear signas, but
neglected throughout the past decade. Portugal
has the same problems and with high trade
deficits and high levels of private debt, as it
ranks 3rd in EU, after Ireland and Cyprus.

Scoreboard and the evolution of strong
economies. In the 10 years of Economic and
Monetary Union, Austria has never achieved
the public debt limit of 60% of GDP - whichis
the one of nominal convergence criteria
Instead, Germany has missed it in nine years,
and France in eight years, emphasizing more
conceptual than practical character of the
Maastricht criteria, included in the Stability
and Growth Pact. In addition, France has
consistently failed criterion of export market
share dynamics, losing ground to other
countries every year since 2001.

3. EFFECTS OF FINANCIAL
CRISISON EUROPEAN STATES.

THE CASE OF ROMANIA

Beginning (pre) visible current
financial crisisare still in 2007.

Specialists have started from a fall in
U.S. housing market. But no one was able to
show the time derivative imminent crisis.

Understanding springs that caused the
financia crisis is  dill  incomplete.
Like derivatives, is already hard to identify
source, to reach base and tangible arguments
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can supports a theory which tends increasingly
to the theory of relativity.

Now there are two basic manifestations
of the crisis, visiblein the U.S. and the West:

(1) assets "toxic" invested in but

which are capable of producing
income and

(2) liquidity crisis based, above all,

confidence.

These two factors are sufficient to start
a spiral in which an element is an obstacle to
solving the other and can pull drift and others
(being, from this point of view, things are
almost unpredictable).

For Romania, the issue of "toxic
assets' is less important but the liquidity
problem has aready been imported and is
manifested clearly. And here the big problem,
liquidity, is that increased interest and that
there are problems with loans. The big
problem in Romania are older: chronic
external deficit. And lack of liquidity makes it
just very difficult to finance. Romania is now
a family situation, metaphorically speaking,
that constantly and kept postponing debt to
pay its debts, always turned to credit cards and
now the credit limit is aready reached, in this
case, the family can not reach by credit card or
can not receive money from another bank. The
only solution is to make financia savings,
otherwise it will go into default, with painful
conseguences.

Therefore, the main financial problem
is the external deficit of Romania
This is the problem and the solution to saving
or expenditure restraint can not be avoided, it
is clear that spending restrictions ahead.

Government will try (which is already)
to limit those expenses which immediately
turns the application, and private companies,
affected both by the lack of liquidity and the
declining demand will try to turn a reduction
in expenditures. In this way, family, aready
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indebted and poor funding opportunities will
be faced with real crisis, one different than the
TV. But one aspect worth discussing is the
measure adopted by central banks to cut
interest rates near zero funding. This should
solve the problem of funding, banks now
having access to amost free money.
Technically, it probably is, but basicaly, the
psychological factor (you can read: disbelief)
seems to play a blocking role. And this
distrust will continue as long as the crisis
mechanism is not clear and will not be public.

Analysis of the 10 indicators in the
year 2011 shows that Romania has no internal
macroeconomic imbalances, falling within the
proposed economic parameters, but identified
two potential external imbaances and
competitiveness. The first is the current
account deficit averaged over the past three
years, of -4.1% of GDP, dightly below the
range of variation of -4% to +6%. The second
is the net investment position of -63% of GDP
which puts us beyond the maximum number
of 35% of GDP.

In this context, the alert mechanism of
the imbalances that occur in the European
economies is more than welcome. The
existence of such a mechanism during the last
decade we would be protected from loans and
speculation puzzling brutal austerity measures
and would be significantly reduced global
crisis impact on European countries. The
presence of this European mechanism alert,
Romanians will be better protected from
economic measures bad, populist politicians.

4. CONCLUSIONS:

About Romania, IMF representatives
said they till maintain the 3.5% growth
forecast for 2012, but representative for
Romania and Bulgariathe IMF, Tony Lybeck,



warned that in any revision of the agreement
that we have completed IMF and European
Commission are reviewed and the economic
forecasts and that most likely they will be
revised down.
Financia crisis are felt strongly in developed
European countries, aready faced with
significant slowdown of global economic
growth or even recession.

The main effects of financial and
economic crisis currently facing Romania are:

» reduce liquidity in the banking sector,

while increasing internal and external
financing costs;

e access to credit crunch the
population, economic agents and public
sector;

* increasing the number of persons
unable to repay bank loans and interest rates;

* lower domestic production with
negative effects on wages, keeping the number
of jobs and the profitability of companies;

* lower rate of growth in government
revenue caused by the decrease in generd
activity in the economy (automotive, stedl,
nonferrous metals, construction, furniture,
textiles, etc..)

* loss of purchasing power and quality
of life;

* slowing GDP growth.

Effects of the crisis occurred and
strong general government revenues, by
reducing them even amid economic growth.
Genera government deficit estimated for this
year will be over 3.5% of GDP, with negative
implications on the macroeconomic balance,
especialy the current account deficit, which
remains a high - around 13% of GDP . The
public deficit is above limits set by the
Maastricht Treaty (3% of GDP).

The crisis will end, according to
European Commission representatives that
only when all European countries will
implement macroeconomic and structural
policiesright after they start to show the fruits.
Items as labor market flexibility, market more
competitive, more educated workforce and
more effective ingtitutions can help restore
sustainable economic growth, says Bas
Bakker, one of the IMF report on economic
developments in European countries. "One of
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the lessons we learned from the past is the
difference they can make policies even if
financial markets are sometimes pessimistic, a
good combination of economic policies can
make a difference. Our current forecast is that
it will reduce economic growth in Europe
from 4.4% to 3.4% in 2012. This is a slow,
true, but not a disaster. Of course there are
risks and it is possible for growth to be even
lower, but the correct economic policies We
believe that these risks can be controlled, "said
Bas Bakker.

The collapse of government in
Romania increased uncertainty, threatening
the reforms and may therefore negatively
impact the country's financing capacity,
according to credit rating agency Moody's
(note signed by analyst Atsi Sheth). "Although
the new government announced that continued
support from the IMF / World Bank / EU is a
priority, the rhetoric of the past and
unpopularity of austerity measures reduce the
likelihood that the government in Romania to
continue reforms before elections. Blocking
reforms would worsen conditions obtaining
loans by the government, which must
refinance the 2012 debt of 13 billion dollars,
"according to Moody's (Moody's is a rating
agency, and one of the major rating agencies
who kept Romania in the category of rating

recommended investments throughout the
financia crisis).
The politica situation  affecting

financia soundness of Romania by three
factors.

The first of these is the reduced likelihood of
implementation of structural reforms that
would boost GDP growth to 1.9% located in
the fourth quarter of last year compared to
annual average of 6.6% recorded in the five
years preceding the crisis financial crisis.
Moody's expects GDP growth to continue to
dow in the first half of this year, due to
difficult economic conditions on domestic and
regional market.

The second factor is the increasing
probability that some fiscal consolidation
measures implemented in the last three years,
as tax increases, pay cuts and benefit increases
to be reversed before the election. Any
reversal of fisca consolidation measures
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would delay reducing the budget deficit to
5.2% of GDP in 2011 to 3% in 2015, in
accordance with the Maastricht criteria.

The third negative factor mentioned by
Moody's political instability is likely to
continue to discourage foreign investment,
which depends Romania to finance the current
account deficit (of about 4.7% of GDP in
2011) and the budget deficit.

Immediately after the fall of
Ungureanu, analyst Atsi Sheth told AFP that
Romanias rating stable outlook already
includes political uncertainties will persist
during the election, and any government, new
or interim, will make the effort to maintain
support from the IMF and EU. Sheth noted
that the baseline then considered the rating
agency, even before the vote of no confidence
in Parliament, was that this year will be
difficult fiscal consolidation, the impacts of
economic contraction in the euro area on
exports Romania and investment perspective.
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Abstract: The data recorded on the front fighting the global economic crisis are contradictory:
while some, especially from overseas, already singing funeral European Union, leading EU leaders to
calm us, speaking of a new rescue strategy, the re main banks and by removing 60% of Greece's debt to
private banks.

The danger of a new recession till haunts, the old continent.

Earlier last year, international institutions forecast growth for the country of 0.2% and 2.6% for
2011. Currently estimates indicate a growth around 2%. Is a result that shows that we succeeded. |
managed to set realistic goals, and they have achieved. | emerged from recession. We have four
consecutive quarters of growth. Without an action plan courageously and well done, this was not
possible. The fight was given on several fronts that targeted 11 key reforms and much needed for the
Romanian economy. It's about the budgetary reform, including staff salaries budget, internal
administration, the labor law and social dialogue, the fiscal framework, the public pension system, social
support, but also in education, health, justice and not Finally, reform of state enterprises.

Keywords: economic indicators, developments, undershot, economic crisis, financial crisis

given on severa fronts that targeted 11 key
reforms and much needed for the Romanian
economy. It's about the budgetary reform,
including staff salaries budget, interna
administration, the labor law and social
dialogue, the fiscal framework, the public

1. INTRODUCTION:

Earlier last year, international
institutions forecast growth for the country of
0.2% and 2.6% for 2011. At present, 2012,

estimates indicate a growth around 2%. Is a
result that shows that we succeeded.

Ministry of Finance and Economy
Ministry experts argue strongly that we
managed to establish redlistic goals, and
they've achieved. | emerged from recession.
Based on financial indicators registered, we
have four consecutive quarters of growth.
Without an action plan courageously and well
done, this was not possible. The fight was
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pension system, social support, but also in
education, health, justice and not Finaly,
reform of state enterprises.

Forecasts in the last months of 2011
the 6th position Romania among the countries
with the highest growth, after Lithuania
(3.4%), Estonia (3.2%), Latvia (2.5%), Poland
(2, 5%), Bulgaria (2.3%) and above the EU
and the euro area to 0.6%, 0.5% (according to
recent estimates by the  European



Commission). In this case, the 2012 budget
was built on an economic growth of 2.1%,
considered tangible, realistic, supported by
industry with export potential, the service
sector and construction sector recovery, driven
by public investment infrastructure and
housing.

To do an analysis of financia
indicators during the crisis that affected the
whole world need to start from the evolution
of these indicators over the last year but it is
envisaged and their forecast for next year.
This evolution can be studied in the following
table:

2. DEVELOPMENTS AND
FORECASTS OF ECONOMIC AND
FINANCIAL INDICATORS IN CRISIS
CONDITIONS.

To do an analysis of financia
indicators during the crisis that affected the
whole world need to start from the evolution
of these indicators over the last year but it is
envisaged and their forecast for next year.
This evolution can be studied in the following
table:

Developments and forecasts of key
macroeconomic indicators of Romania

Indicators Unit 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014

GDP Mild.lei | 62,9 60,4 71,8 | 821 | 916 |101,0|110,8
Consumer price index %

- Average of 112,7 | 100 | 107,44 |107,2|106,9| 105 | 105

- Endof year 107,3 | 1004 | 1081 | 108 | 105,7| 105 | 105
The exchangerate of leu | Lel/USD
- Annual average 10,39 | 11,11 | 12,37 | 11,73 | 11,93 | 12,00 | 12,00
- The end of Euro 104 12,3 | 12,15 | 12,00 | 12,20 | 12,10 | 12,10
Export Mil.USD | 1591 | 1283 | 1541 | 1875 | 2100 | 2350 | 2625
|mport Mil.USD | 4899 | 3278 | 3855 | 4650 | 5150 | 5650 | 6200
Trade balance millions Mil.USD | -3308 | -1995 | -2314 | -2775 | -3050 | -3300 | -3575
Industrial production Mild.lei | 30,0 22,6 271 | 314 | 353 | 40 | 443
Agricultural production Mild.lei | 16,5 13,3 19,7 | 21,7 | 234 | 248 | 259
Investmentsin fixed Mild.lei | 18,2 10,9 129 | 159 | 182 | 20,6 | 22,7
capital
Average nominal lei 2530 | 2748 | 2972 | 3300 | 3650 | 4000 | 4400
monthly
Labor remuneration fund | Mild.lei | 194 19,9 208 | 240 | 269 | 298 | 32,8

Sour ce: Ministry of Economy

These data are based either on actual
developments or estimates and forecasts.
According to current actual data provided by
the Ministry of Finance and Ministry of
Economy, Section economic reports and
financial analysis, the main domestic sources
of investment and consumption growth
remain. Exports and imports will experience a
slowdown in growth around a still double-
digit positive rate of about 11% in 2012.
Government decided to continue boosting
public investment, both covered from interna
resources and, especially in external grants.
Real growth of total investment in the
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economy for 2012 is estimated at 4.5%,
double the projected growth. On the one hand,
public investment will amount to 38.1 billion
lei, namely 6.6% of GDP, more than 2 billion
from 2011. If in 2010 we ranked first in the
EU as a share of public investment in GDP, a
level of 5.8% of GDP, the budget allocation
for public investment in growth, there is every
chance to maintain our leading position in
ranking this year. On the other hand, private
investment will fall at least as of 2011. Also
there were opportunities created by public-
private partnerships.

Opportunity of economic growth in
Romania (2.1%), four times the EU averagein
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2012 (0.6%), you capitalization of European
funds by attracting at least 6 billion, so the
degree absorption to significantly exceed 20%
at the end of 2012, compared to 5.5% in late
2011.

Agriculture contributed substantially to
growth in 2011, recording the most
spectacular increase in the third quarter,
exceeding 22%. Although agriculture is
heavily dependent on weather conditions and
growth seems impossible to repeat this year,
the good news is that we can turn to export
pork to give one example. At the end of 2011
we obtained the right to export pork and pork
products in the EU and third countries, the
European Commission's decision.
Gross average wage in the economy will be
greater than 4% this year, generating an
increase in household consumption by 2%. On
this projection for 2012 forecasts show an
increase in household consumption by 2%.
Romanians living standards, so it will
improve. Average salary will increase by 4.5%
more likely to reach 2,117 lei in 2012, while
average consumer price index will be about
3% in 2012. Unemployment continues to
decline in 2012 to about 410,000 people.
Socially assisted persons, but able to work,
will have to return to work for a living, after
reorganizing and transparent system of social
assistance. GDP per capita at purchasing
power parity estimatesin 2011 to 11,400 euros
by the European Commission is projected to
grow by 5.3% to around 12,000 euros per
capitain 2012.

The main signals indicates a 2012 year
stable macroeconomic our country. Currently,
stability is the watchword and the European
level, knowing that in the last quarter of 2011
and first quarter of 2012 the euro area will
experience a recession despite German
economic strength to resist the effects of
shocks generated by sovereign debt crisis. The
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measures adopted in Romania and fiscal
targets in the budget strategy for next three
years and protect us from economic shortfalls
us responsible, so we fit in parts from 2012
Maastricht Treaty. First, Romania will exit the
excessive deficit procedure, having a budget
deficit of 1.9% of GDP on cash, safe under
3% in terms of commitment.

We proved we are capable of such
performance. In the first 11 months of the year
just ended, the budget deficit reached 2.98%
of GDP, and estimates for the entire year we
sit very close or slightly below the 4.4% target
set in early.
Second, public debt will remain well below
60% of GDP set by the Maastricht Treaty. We
had the 5th lowest in the EU public debt,
35.8% of GDP in 2012 under the European
Commission forecast in November 2011.

Third, after 22 years of losing battle
with inflation, the central bank gives us a
reasonable fit to the target of 3% this year.
Efforts we have been sprinkled with feedback
only noticed in the press, but valuable to
encourage investors to evaluate the
responsibility we acted: in July 2011, rating
agency Fitch revised the rating positively
Romania, in the category recommended for
investment, while Portugal, Italy, Greece and
Spain have been downgraded.

Export oriented industry maintained
strong growth in 2011. The state aid schemes
have facilitated the transition from intensive
speciaization in labor intensive specialization
in technology, and support exports of
technology intensive products, particularly in
the automotive sector. The main government
programs supporting business and stimulating
access to finance, ad and state guarantees,
still more than budgeted in 2012.

We can not ignore the fact that we are
in the digital age, information technology and
energy efficiency. Romania has competitive



advantages in these areas. For example, the
infrastructure and communication technology
is attractive because of the global recognition
specialists and energy mix is the envy of many
other states.

At European level see a 2012 year of
austerity. Tough measures to reduce public
debt and deficits too high and the challenges
raised by healthy economic recovery have
made their mark on each European country.
Recently, Angela Merkel, referring to the
sovereign debt crisis, emphasize that we are
witnessing "the most difficult hours of Europe
after the Second World War". Uncertainties in
the EU are the main risks to which we remain
vigilant, as the degree of interdependence
between countries is a reality that can not be
ignored.

Thick ropes that are tied to the EU - in
particular trade and foreign direct investment,
to give a few examples - are the main sources
that will hinder growth. In addition, Romania
could be affected indirectly by the turbulence
on international financial markets by
increasing investors risk aversion on our
entire region.

Therefore, the first development in
2012 is possible moderating the growth of
exports, 11%, as noted above. The slowdown
Is visible since the end of 2011. The decisive
moment to reorient our exports to emerging
markets, where opportunities are huge, but
very sharp price competition to compensate
for the Community's external demand.

Romanias long-term priority remains
eliminate the development gap with the EU
average. At 5 years after joining the European
Union, Romania performs mediocre in the
race to catch up economically among the 12
new Member States. We recovered 8
percentage points of the distance to the
European average in terms of GDP per capita
in 2006-2010. So far we have reached 46% in
European average, equivalent to a GDP per
capita of 11,400 euros. By comparison,
Estonia (64% in 2010 compared to 66% in
2006) and Slovenia (85% in 2010 compared to
88% in 2006) have departed from the
European average and the Czech Republic
(80%) and Latvia (51%) gaps have kept
constant.
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Moreover, Romania has recovered 6.8
percentage points of the gap of labor
productivity per hour worked compared to the
EU, currently reaching 42.3% of the EU,
unlike Slovenia (-4 pp 79 5% of the EU at
present) and the Czech Republic (-0.6
percentage points, 67.8% of the EU at present)
who have distanced themselves from the EU
between 2006 and 2010. Although we handle
comfortably in May in the European Union
with the lowest public debt, remain vulnerable
to the implications of international market
turmoil on the cost of externa borrowing.
Romania's foreign debt amounted to 97 billion
euros in first 10 months of 2011 and was
dightly up by 4.9%, to end of 2010. Three
quarters of the foreign debt is private and
should be honored by business and in fourth is
public (16.2% of GDP in 2011). If we add
domestic debt, total debt amounted to 33.4%
of GDP in 2011. Over 77% of total externa
debt on medium and long term, and the
remaining about 23% should be honored in the
short term.

Any blockages in international
financial markets will mean higher interest
payable. The cost of external funding can
fluctuate strongly correlated with international
sentiment. However, total public debt
(external and internal) will not increase more
than 34% of GDP in 2012. Foreign direct
investment hit by financial crisis, has not yet
returned. In 2010, FDI volume was 37% lower
than the previous year, amounting to 2.2
billion. The negative trend continued in 2011:
the first 10 months, FDI were 43.8% lower
than the same period of 2010, reaching 1.3
billion euros, two times more than Bulgaria
CNP forecasts indicate a negative trend
reversed in 2012, the FDI estimated at around
3 billion euros, about two times higher than in
2011. Banking assets are held in high
proportion, 85% foreign capital. Therefore, if
the parent banks of major difficulties, they are
likely to significantly reduce their exposure to
lending subsidiaries. The risk is doubled by
late Romania in developing alternative
financing mechanisms, for example stock
market, mutual funds or venture capital funds,
and low saving rate. Very poor economic and
financial culture resulted in a reduced
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interaction between the public and the
financia system. Half of Romanian have no
relationship  with  financia  institutions.
Romanians appetite for saving is 2.8
percentage points below the European
average.

If we save more we less vulnerable to
adverse external devel opments.

In fact, the population of Romania has
a savings rate of 9.8% in the third quarter of
2011, below the European average of 12.6%
(according to the latest data available from
2nd quarter 2011). Moreover, the share of
nonperforming loans increased by 1
percentage point between June and October
2011, reaching 14.4%, which embarrass
availability of financing the real economy. In
June 2011, our net non-performing loan
portfolio from Poland (8.7%), Hungary (8.5%)
and Czech (6.4%).

3. CONCLUSIONS:

Romania ranks 13th in top 35 most
attractive countries for investors in renewable
energy sector, before the Netherlands, Japan
and Denmark, according to Ernst & Y oung.
Sectors of interest to investors are the oil,
steel, electrical and electronic, pharmaceutical
and neglected agriculture.

Currently,  short-term  focus on
investment in industries that create jobs in
order to create preconditions for wellbeing.

Long-term vision but the Romanian
economy's competitiveness is a complex
subject that | addressed in the National
Competitiveness Council meetings (CoNaCo)
dialog with our partners in academia, public
and private. Creative industries have been
identified as another magjor focus of Romania's
development in this decade.

The world economy is entering a new
stage of development more dynamic and
creative. It is certain that the new economy
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will be a creative decade. Romania has the
advantage of human resources to be part of
this wave. Human capital position us among
the richest countries in terms of ingenuity and
creativity. A country can not develop the
routine, but based on creative ideas. If
Romanians can boast of something, that's
creativity. Nobody can deny or minimize this
advantage!

Issues that should be taken
account are:

- Competitiveness, driven by
increasing productivity without losing jobs,
and economic integrity;

- Competence and integrity among
political candidates in the election campaign
will be included regardiess of their political -
or do not see how you could be avoided the
trap of populismin afierce electoral race;

- Righteous judgment in court.

In short, judgment and performance in
key areas of social life.

Much of our efforts can fails if we fail
to change the mentality of civil servants.
Incompetence, detachment and lack of
immediate reactions to keep up with political
will and citizens, with our politica and
economic objectives, no longer find their
place in a competitive economy.

It would be great to have the media not
to cultivate public ignorance, but the high
quality of public debate. Catastrophic or
hesitant approaches, even when in the service
of the opposition, no longer justified. In fact
do nothing to undermine the most important
ingredient of economic growth: confidence.
Investor confidence and trust employees.

Together, with all we can fulfill the
promise of prosperity for Romanian!

into
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Abstract:

The current article is intended to be a synthetic presentation of a comparison

between the internal/managerial control and public internal audit, in an attempt to comprise similarities
and differences, based on the premise that both functions used by the manager have the same general
objective, namely the attainment of the entity’s goals under conditions of economization, efficiency and

effectiveness.

Keywords: audit, internal control, public institutions, risk management

1.INTRODUCTION

We began our approach from the finding
that, unfortunately, in current practice, the
confusion between the concepts of internal
control and internal audit still persists among
military organizations. This confusion has
been fueled by the frequent use of the term
internal control instead of audit, and vice-
versa, which introduced the idea that the two
concepts are similar. Dealing with the
persistence of such contradictory realities,
Jacques Renard, in his book entitled “The
Theory and Practice of Internal Audit" (p. 15),
formulated the following explanations which
we share in full, namely: on the one hand, the
audit is suffering from an excess of media
coverage of the term "audit", and, on the other
hand, internal audit is not always and
everywhere called internal audit, being
confused with terms like *“inspection”,
“financial control”, “internal verification”,
and “ internal control” .

Therefore, even though both activities
include elements that make them similar, there
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are more features that differentiate them from
the point of view of the concepts, the legal
framework, the organization, the methodology,
the use of findings and the way of reporting
within the public entities.

2 DEFINING INTERNAL /
MANAGERIAL CONTROL

The Romanian expression “control intern”
derives from the English term “internal
control”,  which  received the most
inappropriate translation, as it was not taken
into account that, for the Anglo-Saxons, “to
control” mainly means, “to own the control /
to keep under control”, and only secondarily
“to check”. In Latin countries it is exactly the
opposite way. Consequently, the meaning of
the expression “internal control” being much
wider, it cannot be assimilated to a form of
traditional inspection, verification or control,
but it does not exclude it either. Therefore, in
its widest acceptation, internal control is the



answer to the question “what can there be done
to keep the best control of the activities?”

After the transition to the market economy,
the control activities were fundamentally
reorganized, and, step by step, there was a
switch to a new system of control having a
new basis and new tasks, a system which was
flexible and efficient, focused on the risks for
the institution and in support of the
management. Thus, “since 1999, the following
have been introduced in the Romanian control
system by law: the concept of internal control
and the concept of internal audit only for
public institutions, which has imposed the
need for the clarification of the concepts and
practices in the field. Through this law,
internal control is proposed in a European
manner, meaning that only its general and
specific functions are provided, the way of
organization and exercise being settled by the
general management of the public institution
“[4].

The organization of the system of internal
control is the task of the management of the
institution which updates it continuously
according to the evolving risks and the
emergence of new situations within the
institution. It has been gradually understood
that internal control is a process and not a
function and each activity must have its
control component, which helps it be effective.
Lately, the “control has evolved, and is still
evolving, through continuous improvement of
the organization and the management systems,
as well as of the environment in which they
work and which, in turn, is in continuous
motion”[4].

The general objectives of the internal
control are the following: to achieve, at an
appropriate level of quality, the goals of the
public institutions in accordance with their
own mission, under conditions of regularity,
efficiency, economization and efficacy; to
safeguard public funds against losses due to
error, waste, abuse or fraud; to respect the law,
the regulations and the management decisions;
to develop and to maintain some systems for
the collection, storage, processing, updating
and  dissemination of financial and
management data and information, as well as
some systems and procedures for information.

The internal control, regarded as a
manager’s activity, is a dynamic process,
permanently adapting its tools and techniques
to the cultural changes of the institution which
are determined by the level of the competence
of managers. It is not an end in itself, but a
means created to support management
processes through the use of specific
procedures, techniques, and tools.

In accordance with the normative acts in
force, internal control should be organized for
each activity and must be made clear in formal
written procedures, in the job descriptions, as
well as in the regulations for the organization
and functioning of the institution.

The activities through which the objectives
(general, individual, and derived) are attained
are transformed into tasks (basic components),
responsibilities and functions (aggregate
components) and are assigned to be carried out
by the structural components of the public
entity (positions and departments). This leads
to the definition of an organizational structure
which is appropriate to the objectives. The
managerial control cannot operate in the
absence of a plan and an organizational
structure.[19]

The activities that are carried out in an
institution can be divided into two categories
from a procedural point of view: the procedure

of execution and the procedure of
management.
The execution procedure focuses on

fulfilling the functional duties of the institution
according to its established mission, while the
management procedure focuses on managing
the execution procedure well and on reaching
the main aim of the institution. At the same
time, the management procedure ensures the
functioning of the institution and its success in
the external environment, by using most of the
management  functions for:  predicting,
organizing, commanding, coordinating and
controlling. Life has shown that managers do
not think the same way, which also causes
different attitudes in tackling and solving
problems. There may be so big behavioral
differences in  management that the
consequences of the attitudes can lead to
totally different views on management.
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Along  with governance and risk
management, internal control is the third
component of the governance of institutions.
Good governance depends on  risk
management to understand the problems faced
by the institution and by internal control in
order to achieve its objectives.

The general requirements of internal
control relate to: ensuring the fulfillment of the

general  objectives  through  systematic
evaluation and maintenance at a level
acceptable to the risks associated with
structures,  programmes,  projects  and

operations; ensuring a cooperative attitude of
the management and execution staff, the staff
having the obligation to resolve requests of the
management at any time and to entirely
support the internal control; ensuring the
integrity and competence of the management
staff, their knowledge and understanding of
the importance and role of the internal control;
establishing the specific objectives of the
internal control, so that they can be
appropriate, comprehensive, reasonable and
integrated to the mission of the institution and
within its overall objectives; continuous
supervision of activities by the management
staff and the materialization of the obligation
of the staff to act correctively, promptly and
responsibly whenever there are infringements
of the legality and regularity which apply to
carrying out operations or activities at high
costs, ineffectively or inefficiently.

The requirements specific to internal
control relate to: the mentioning, in written
documents, of the organization of the internal
control, of all the operations of the institution
and of all significant events, as well as the
recording and preservation of the documents in
an appropriate manner so that they are
available at any time to be examined by those
in power; immediate and correct registering of
all significant operations and events; ensuring
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approval and conduct of operations only by
individuals with special training for these
purposes; sharing the responsibilities for the
conduct of operations by the same people, so
that the approval, the control and the
registration are appropriately assigned to
different individuals; ensuring competent
leadership at all levels; the use of resources
and documents only by responsible and
authorized individuals; the safety of resources
and documents. The literature in the field
reveals five functions of management, which
is also regarded as the art of leadership. They
are the following: predicting, programming-
organizing, coordination, command-training
and control.

The essential elements of the control in any
institution are the following: purpose,
engagement, monitoring, and learning. The
control is made up of the elements of an
institution, i.e. the resources, the systems, the
procedures, the culture, the structure and the
tasks, all of these collectively helping the
people and fulfilling its objectives. The
following concepts are important in
understanding the nature of the control:

= the control is achieved by people from
across the entire institution, including the
board of directors, the management staff and
other personnel (the individuals are
responsible for the design, implementation,
monitoring and protection of the control,
which depend on many organizational factors
that influence their behavior and motivation);

= the people who are responsible,
individually or in a team, for the reaching of
the objectives must also be responsible for the
effectiveness of the control contributing to the
attainment of these objectives (those people,
managers or not, have a duty to assess the
effectiveness of the control in terms of the
tasks, the team or the unit for which they are
responsible, as well as to communicate the



results of these assessments of individuals
whom they must report to);

= the institutions are in a constant process
of interaction and adaptation. To achieve
effectiveness of the control, its elements
within an institution must correspond to the
objective; they must be consistent and
systematically updated. This means that, if we
want to change a particular aspect of the
institution, we must also take into account
what the consequences on the control would
be;

= the control needs to provide reasonable
assurance, not absolute assurance. Even when
evidence of prudence and understanding is
given, absolute assurance is not possible for
two reasons, namely:

v firstly, there are inherent limits of the
control which refer to the possibility of the
appearance of errors of judgment in decision
making, the malfunctioning due to human
errors, secret agreements between personnel
which may lead to failure of the control
activities or can make the management staff to
pass over the control. Control may reduce the
number of errors and failures, but can provide
absolute assurance that there will be none of
them,;

v'secondly, we can and must take into
account the cost-benefit balance when creating
the control within the institution. The cost of
the control must be judged in relation to the
benefits, including the decrease of the risks
involved. The decisions made when creating
the control require the acceptance of certain
levels of risks. Not even results or actions can
be predicted for sure.

The assessment of the control
necessarily involves an analysis, even if
partial, of the administration of an institution.
However, the control is not the only element
of the administration of an institution and that
is why it does not recommend the objectives to
be settled but it favors the reliability in
reaching them as it follows: it ensures the
individuals responsible for monitoring and
decision-making that they have accurate and
reliable information which allows them to
track the results of the actions or of the
decisions and to report them; it does not
interfere ~ with making strategic and

operational decisions which will later turn out
to be wrong because the decisions related to
the course of action and to the way of taking
action are administrative aspects, which are
not part of the control.

3.DEFINING INTERNAL AUDIT

In 1941, J. B. Thurston, the first president
of the International Institute of Internal
Auditors, amazingly foresaw that the most
brilliant prospect of internal audit would be
“the management assistance”. In 1991,
Joseph j. Mossis — the president of the Institute
of Internal Auditors of the United Kingdom -
made the same remark, but in more precise
words: “it is clear to those who work as
Internal Auditors that Internal Audit has a
vital role to play, as it helps the management
to take thereins of the internal control.” [8]

Before the concept of internal audit gained
stability, several definitions of it had
succeeded each other throughout time.

The official definition of internal audit was
adopted by LILA. in June 1999 and is as
follows:

“The internal audit is an independent and
objective activity which ensures the level of
control an organization holds over operations,
which guides it in improving operations and
that contributes to adding extra value.

The internal audit helps the organization to
attain the objectives by assessing, through a
systematic and methodical approach, its
processes of risk management, control and
management of the enterprise, at the same

time making proposals to enhance
effectiveness’ [8].

Additionally, the professional norms
developed by IFACI ( the International

Federation of Automatic Control), define the
internal audit as “‘an independent and objective
activity which ensures the level of control an
organization holds over operations, which
guides it in improving operations and that
contributes to adding a plus of value” [6].

In our country, at a first stage, the internal
audit was defined by Law 672 of 2002 as “a
functionally independent and objective activity
which offers assurance and counseling to the
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management staff for the proper management
of public revenue and expenditure while
perfecting the activities of the public entity; it
helps the public entity to carry out its
objectives through a systematic and
methodical approach which assesses and
improves the efficiency and effectiveness of the

management  system based on risk
management, control and administration
procedures’ .

Later on, through the amendments by Law
191 of 2011, public internal audit is redefined
for achieving coordination with international
standards as follows: “functionally
independent and objective activity with the
purpose of assurance and counseling and
designed to add value and improve the
activities of the public entity; it helps the
public entity to fulfill its objectives, through a
systematic and methodical approach, it
assesses and improves the efficiency and the
effectiveness of the risk management, of the
control and of the governance procedures” .

Within the new approach, one can identify
the basic direction of action of the internal
public audit:

e assurance and counseling;

e adding value and improving
entity’s activities;

e helps the entity to fulfill its objectives;

e improves the effectiveness and the
efficiency of the risk management, of the
control and of the governance procedures

This new approach expands the
competence of the audit function on all the
activities of the audited entity, but, at the same
time, raises issues of competence and
credibility of the auditors in carrying out the
tasks.

This way, the function of audit is at the
highest level of the entity - in the area of
management and governance. This positioning
creates special expectations from the audited

the
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entity in terms of support for achieving the
objectives. The function of “ error hunter” of
the audit can no longer be accepted as it must
make its own contribution to attaining the
objectives of the entity.

At the same time, the former action
limitations induced by Law 672 of 2002 have
disappeared. Law 672 of 2002 regards “the
proper administration of public revenue and
expenditures, which perfects the activities of
the public entity.”

The internal auditors and the manager must
be considered partners and not adversaries, as
they have the same objectives, including the
effectiveness of management and to reaching
the proposed targets. The managers must
understand the recommendations of the
auditors and welcome the aid they receive for
the mastery of the continuously occurring and
evolving risks. [5]

The way of organizing and functioning of
the public internal audit includes both
regularity (compliance) and quality, aiming at
the functioning of the systems of management
and of internal control as well as their
performance (system audit and performance
audit).

Additionally, according to the standards of
the internal control, the internal audit involves
three main activities for the proper
understanding of its own function:

- the internal audit provides independent
and objective assessment of the internal
control system of the public entity;

- the internal auditor completes his actions
through audit reports, which list the
weaknesses identified in the system and make
recommendations for overcoming them;

- the director/the manager has the
necessary measures, in the light of the
recommendations of the internal audit reports,
to eliminate the weaknesses detected through
the auditing missions.



4.THE RELATIONSHIP BETWEEN
THE PUBLIC INTERNAL AUDIT AND
THE INTERNAL/MANAGERIAL
CONTROL

The internal control and the internal audit
activities are two activities which approach
totally different procedures and which include
elements that make them similar but also
differentiate them. The standards of good
practice in the field highlight that each
employee with internal control duties is
responsible for his own internal control within
the institution. The responsibility is to the
management staff that has organized and
implemented the control. To this respect,
“internal control is found in the internal
structure of each management function, of
each activity and is the responsibility of each
employee. Therefore, the organization of a
distinct department within the institution is not
recommended.

Besides own internal control, the
management has other control responsibilities
which can evolve, decrease or develop
according to the risks existing in the
department that coordinates it. [5]

The internal audit is intended “to assess
and ensure the management regarding the level
of functionality of the system of internal
control, separately, on each form of its
manifestation. [4] “If the original purpose of
the audit was the detection of fraud, it has
evolved in time so that it currently represents
the functionally independent and objective
activity of assurance and counseling of the
manager of the public institution for proper
risk management, internal control and
management processes, but it does not assume
managerial responsibility[7].

Internal audit and control activities within
public entities are related to their management
- the process of achieving organizational
objectives through engaging and involving the
four main functions: planning, organizing,
training and motivating, and control. Both
activities are organized and conducted in
public entities, including public authorities,
public institutions, national companies or

societies, autonomous public entities and
commercial societies in which the state or an
administrative-territorial unit is the major
shareholder.

Unlike the internal control, the internal
audit is an independent activity for objective
assurance and counseling intended to add
value and contribute to the improvement of the
business of an entity, by supporting its
objectives in a systematic and orderly
approach to the assessment of the processes of
risk management of control and governance.

The internal audit, unlike the internal
control, is organized as a distinct structure
subordinated to the general manager of the
entity, being part of the functions of the

enterprise.

A synthetic parallel between internal
control and internal audit may be the
following:

- The internal control is integrated in the
organization, while the internal audit is an
Independent structure;

- If the internal audit is organized at the
highest level of the organization’s
management, the internal control is organized
at each level of management;

- The internal control is a continuous
process while the internal audit is a planned
mission;

- The internal control states findings,
settles responsibilities and watches over the
improvement of findings, while the public
internal audit states findings and issues
recommendations and conclusions;

- The findings of the internal control are
mandatory unlike the recommendations of the
audit, which are optional ;

- If the results of the control are reported
to the hierarchical superior and not to the
highest level of management, the public
internal audit has got its own way of reporting
to the highest level of management.

S. CONCLUSION

In conclusion we can say that the audit is
not a type of control “disguised” in a different,
more modern form. Its role is to be a
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correction factor for the adjustments required
by the evolution of the entity, so as to ensure
organizational efficiency.

The ultimate objective of the audit is to
identify results and recommend solutions
based on feedback from staff and managers.
The audit also involves a systematic
examination of the practices and policies
implemented in an organization in order to
highlight the gap between “what is being
done” and “what is necessary to be done”
This is achieved by identifying weak and
strong points, as well as by identifying areas
that you can improve.

It can also be concluded that the
implementation of the control system within
the institutions of the Ministry of Defense is
the responsibility of the management of the
institution, and that the monitoring of the
functioning and the efficiency of the system is
the task of the internal audit. Internal auditors
and managers must be regarded as partners,
not as opponents, because they have the same
goals, including the effectiveness of
management in order to achieve the proposed
aims in terms of performance.

The internal audit will attain its objectives
only if the system of internal control is well-
organized, formalized and periodic, but also
endowed with the most complete standards,
procedures, guidelines and codes of
professional conduct (not ethical codes). These
are meant to support the audit morality, taking
into account that the auditor must not be
subject to any suspicion. The internal audit is
considered to be the last level of the internal
control system of the institution. It does not
carry out activities or inspections, but it
evaluates the internal control system and
provides the general management with a
perspective on its functionality within the
institution.

93

10.

1.

REFERENCES

. Craciun St., The Internal Audit, The

Economics Publishing
Bucharest , 2006;

Dascalu E., Nicolae F., The Internal
Audit in the Public Institutions, The
Economics Publishing House,
Bucharest, 2006;

Ghita E., Public Internal Audit, Sitech
Publishing House, Craiova, 2007;
Ghita M., The Internal Audit, The
Economics Publishing House,
Bucharest, 2004;

House,

. Ghita M, The Internal Audit, Second

edition, The Economics Publishing
House, 2009

A. Gisberto, C.Ioanas, The Audit in the
Public Institutions, CECCAR
Publishing House, Bucharest, 2005
Morariu A., Suciu Gh., Stoian F., The
Internal Audit and the Corporation
Governance, the Publishing House of
the University , Bucharest, 2008;
Renard J., Theory and Practice of the
Internal Audit, the Publishing House of
the Organization, Paris, France, 2002,
translated into Romanian through a
PHARE project, under the coordination
of the Ministry of Public Finance,
Bucharest;

Robert de Koning, Bugd D. G,
Compendium of PIFC: Internal Audit
Legidation in applicant countries,
European Commission, 2002;

**¥*  The Audit of Performance.
Guidelines, The Court of Auditors of
Romania, Bucharest, 2003;

*** | aw no. 672 of 2002 regarding the
public internal audit, published in



12

13.

14.

15.

16.

17.

Official Monitor no. 953 of December
24, 2002;

¥k Financial Audit and Regularity

Handbook, The Court of Auditors of
Romania, Bucharest, 2003;

*** Basic Norms of Audit,
Economics Publishing
Bucharest, 2001;

***QOrder of the Minister of Public
Finance no. 1702 of November 14,
2005 - Norms regarding the
organization and exercise of the
counseling activity performed by the
auditors within public entities;

*** Order of the Minister of Public
Finance no. 252 of 2004 for the
approval of the Code regarding the
ethical behavior of the internal auditor;
*** Order of the Minister of Public
Finance no. 423 of March 15, 2004
regarding the amendment of and the
additions to The General Norms
regarding the exercise of public
internal audit activities;

*** Government Ordinance no.37 of
January 1, 2004 for amending and

The
House,

94

18.

19.

20.

21.

22.

23.
24.

adding to the regulations regarding the
internal audit;

*** Law no. 672 of 2002 regarding the
public internal audit, Official Monitor
no. 953 of 2002;

*** Order of the Minister of Public
Finance no. 946 of 2005 for the
approval of the Code of Internal Audit,
including the internal
management/control  standards  for
public entities, and for the development
of managerial control systems, Official
Monitor no. 675 of 2005, amended and
completed through Order of the
Minister of Public Finance no. 1389 of
2006, Official Monitor no.771 of
2006;

*** International Standards of Audit,
2005 - www.cafr.ro;

kkok
http://www.actrus.ro/biblioteca/cursuri/
finante/mare/a2.pdf;

*** http://www.ifaci.com;

*** http://www.tribunaeconomica.ro.
*4% http:// www.presamil.ro.




“HENRI COANDA”
AIR FORCE ACADEMY
ROMANIA

“GENERAL M.R. STEFANIK”
ARMED FORCES ACADEMY
SLOVAK REPUBLIC

INTERNATIONAL CONFERENCE of SCIENTIFIC PAPER
AFASES 2012
Brasov, 24-26 May 2012

TOOLSAND TECHNIQUESUSED FOR PERFORMANCE EVALUATION
OF REVERSE LOGISTICSSYSTEMS

Adriana FOTA*, Adela Eliza DUMITRASCU*, Sorin Adrian BARABAS*, Flavius
Aurelian SARBU*

*Faculty of Technological Engineering and Industrial Management, Transilvania University of Brasov,
Brasov, Romania

Abstract: This paper presents the main matters of Reverse Logistics as the modern tool used in enterprise
management. It is very important to understand the power of Reverse Logistics, because nowadays
traditional logistics are not enough in dealing with all the environmental problems companies are facing.
Also, you will read about the contribution of Reverse Logistics and supply chain competitiveness, delivery
and customer satisfaction, modern techniques and management strategy flows and functional integration
within enterprises, and between enterprises. The purpose of quality management systems in Reverse
Logisticsisto systematically improve the quality of products and business operations through continuous
refinement. A quality management system has been established and put into practice according to
documented procedures, and based on practical results. In this manner is obtained the system

effectiveness.

Keywords: reverse logistics, management, systems

1. INTRODUCTION

Reverse Logistics is defined as “the set of
logistics management skills and activities
involved in reducing, managing, and disposing
of hazardous waste from packaging and
production”, [4]. It includes reverse
distribution, which causes goods and
information to flow in the opposite direction
compared to normal logistic activities. From a
commercia perspective, Reverse Logistics is
the process of moving products from their
typical final destination to another point, for
the purpose of capturing value otherwise
unavailable, or for the proper disposa of the
products.

The evolution of Reverse Logistics for
manufactured  products is  developing
proportionally with the rapid advancements in
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technology as well as with the subsequent
product price erosion, as new and improved
products enter the supply chain at a faster
pace, [1, 3].

As technology and features improved, price
and demand for aging products diminished, as
did the ability to recoup costs from returns.
Speed to return to market could be measured
inresalevalue.

The strategic objectives in the field of
quality are maintaining and continuing the
improvement of the Quality Management
System (QMS) in accordance with the SO
9001:2008 quality standards requirements, in
all domains of activity, [5]. The increasingly
competitive environment requires companies
to review, restructure and redirect activities in
order to obtain the competitive advantage.



Reverse Logistics, through its activities, is
vital in creating such an advantage. If it is seen
as a strategic resource, not only as a simple
task, it can positively influence the market
share and enterprise profitability. Logistics
must be seen in context of the evolution of the
international business environment. As the
awareness of the importance of logistics for a
competent organization has increased, so did
the need to acquire in-depth knowledge in the
field of Reverse Logistics.

2. REVERSE LOGISTICS PROCESS

2.1 Returns planning process

Reverse Logistics, a fairly new concept in
logistics, has gained increasing importance as
a profitable and sustainable business strategy.
The strategic factors consist of strategic costs,
overall quality, customer service,
environmental concerns, and legislative
concerns. The operational factors consist of
cost-benefit analysis, transportation,
warehousing, supply management,
remanufacturing  and recycling, and
packaging. Insights about these factors
together form the state-of-the-art knowledge
about the keys to successful design and use of
Reverse Logistics systems.

Today, logistics have gone from the so-
called traditional approach, focusing on
targeting the point of consumption, to
addressing the reverse flow and storage
(Reverse Logistics) which arise at the point of
consumption. The modern concept of logistics
covers al activities in the supply- delivery
chain until products return - Reverse
Logistics. Reverse Logistics should receive
increasing attention now that we see the
increasing profitability of online purchases.
Another aspect to be emphasized is the flow of
information which needs to be integrated with
the physical flows. Given the multitude of
definitions and the experience of the
successful  firms, logistics, or logistics
management, include the following activities:
customer service; command process and batch
delivery preparation; information distribution;
supply forecasting; control and stocks
inventory;  transportation, storage, raw
materials and services acquisition; aftermarket

services, packaging, and goods return
(Reverse Logistics), [4, 2].

Reverse Logistics is a process in which a
manufacturer systematically accepts
previously shipped products or parts from the
point for consumption for possible recycling,
remanufacturing, or disposa. A Reverse
Logistics system incorporates a supply chain
that has been redesigned to manage the flow
of products or parts destined for
remanufacturing, recycling, or disposal and to
use resources effectively. Reverse Logistics
has received a great deal of attention from
operations managers and company executives.
The effective use of Reverse Logistics can
help a firm to compete in its industry,
especially  when  confronting  intense
competition and low profit margins. The
outputs of marketing logistics include not only
the distribution (the movement of goods from
factory to intermediaries, vendors, and
ultimately, to customers), distribution of
inputs (the movement of goods and materias
from suppliers to the factory), but the reverse
distribution (the movement of goods damaged,
unwanted or excess, returned by customers or
intermediaries). Regardless of whether the
product is old or new, the customer will
request either an exchange or a refund. An
advantage of planned-returnsis that it is much
easier for the organization to know what is
coming back. Developing a comprehensive
and cost-effective approach to handling
returns is a daunting challenge that reaches
well beyond the operational level. Thus, a
well-developed Reverse Logistics and
management plan can be avital strategic asset.

The management staff of any organization
considers all aspects of Reverse Logistics,
including (Figure 1):

» Returns management authorization;

» Collection of products;

» Defect screening;

» Re-flashing and reconfiguration;

» Track and traceability;

* Reassembly and repack;

» Supplier returns and credit.
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Fig. 1 Reverse logistics process

2.2 Reverse logistics cost. Reverse
Logistics programs include:  customer
retention or satisfaction; container reuse,
recycling, damaged materials returns, asset
recovery or restock, downstream excess
inventory, hazardous material programs,
tracking obsolete equipment and recalls. The
trade literature has especially touted Reverse
Logistics as a primary method of improving
efficiency and reducing costs in the for-profit
arena.

Reverse Logistics strategy for end-of-life
product take-back models were also developed
to alow the user to determinate the optimal
amount to spend on buy-back and the optimal
unit cost of Reverse Logistics. Companies
focusing on their core competencies are
reluctant to pursue Reverse Logistics
strategies and traditionally use third-party
providers.

Many companies do not have an awareness
of the current costs associated with Reverse
Logistics. The reasons for this may include
poorly defined processes and lack of system
support. Due to the variable nature of returns,
both processes and systems must maintain a
degree of flexibility to manage the returns
process.
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In many companies, the cost of logistics
activities reaches and exceeds 20% of the total
cost of production, fact which could transform
logistics into important source of costs.
Logistics costs reduction can be made only by
ensuring an effective and efficient relation
between the service level for consumers and
costs. The goa is to create logistics supply
chains, namely physical flows of materials and
finished products to end users, with low-cost,
knowing that these companies share in total
product cost is 30-40% for processed
products, [4].

Leading companies today are recognizing
the damage that hidden costs of Reverse
Logistics are having on their profitability.
Increased profits and excellence in the returns
management process is found once companies
focus on Reverse Logistics. With a logistics
team ’’thinking in reverse’”’ and the process
automated at the industrial level, an effective
Reverse Logistics operation offers a
significant opportunity to recover returned
goods and money that can dramatically impact
the bottom-line of a company of any size and
structure.

The areas of hidden labor cost include:
customer relations, customer service, finance,
traffic and  shipping, receiving and
warehousing and asset management.
Descriptive statistics were collected for two
response variables. average inventories and
lost sales. These two response variables are
chosen as performance measures for cost, and
therefore simplifying the need for a cost
objective function. The assumption is that
significant reduction in average inventory is a
reduction in holding costs and a significant
reduction in lost sales aso represents a
reduction in the lost saes cost. Economic
incentives to stimulate/enforce the acquisition
or withdrawal of products for recovery are:



Buy back options. Numerous examples of
buy back options for unused products are
presented in literature. At the moment when a
product is sold, the buyer is offered the
possibility to sell the product to the seller for a
preset price when the product meets some
preset requirements at the moment of return
which either is based on the use of the
product, like kilometers driven, or based on
expected possibilities for selling the returned
product via a preset last moment of return, for
which the option holds.

Costs. This value is paid when a person
delivers a product for recovery. Usually the
cost depends on the condition and
configuration of the product delivered, but
sometimes also on the moment when a
product is delivered because this may
determine the possibilities to reuse it. Well-
know examples of companies using fees to
simulate the acquisition of products for
recovery are car brokers and '’ second hand’’
shops. Some retailers may take advantage by
returning goods to manufacturers for credit in
order to enhance their cash flow position.
Customer returns are driven by customers
taking goods back for exchange, credit or
refund.

Reduced new price. A buyer gets a
reduction on a similar or different product
when he or she delivers a used product
fulfilling certain requirements during a certain
period of time. A well known example are car
dealers, offering a higher refund depending on
what is delivered and what is asked for by
other potential customers of the deder. The
majority of the transportation costs incurred
result from transporting the goods back to
suppliers. At a store level, there is no budget
to deal with an operation based on the level of
sdes and therefore there is a potential
dysfunctional effect associated with returns
since no alowance is made for dealing with
return.

2.3 Quality management systems in
reverse logistics. A company that holds SO
9001:2008 certifications tells its customers
and the world that it has a top QMS and is
totally committed to quality products and
services, [5]. Companies that go through the
process find that profits increase thanks to

opening up market opportunities. Moreover,
costs decrease due to improved efficiency.
The control operation of the materials flow
and information from the retailer back to the
warehouse is an essential process for any
organization. The supply chain system
according to ISO 9001 will improve the
guality services to customers. The quality
management system (QMS) is ensuring, in
detail, that all work required for concept
design, development (application
consultancy), structural design,
procurement, production, sales, delivery,
service, and disposal is correctly put on
record and carried out in compliance with
the given stipulations. As is shown in detail
in the 1SO 9001:2008 requirements for
implementing an efficient and effective
quality management system, mainly refer to a
range of issues such as purchasing,
production, delivery, post-delivery, service.

A QMS for any organization is more vita
than a customer's perception of quality
because of the intimate relationship it has to
every aspect of the business, yet it is
constantly given second class treatment with
external and manufacturing processes taking
precedent in a crowded environment of scarce
resource.

3. REVERSE LOGISTICSSYSTEMS
EVALUATION

Performance evaluation of a Reverse
Logistics systems based on a series of tools
and methods that aim to:

e Minimizethe total logistics cost;
e A more accurate approximation of the
delivery process during the estimated time;
e Monitor and minimize the costs of returns
processing;
e Cost reduction of acquisition
transportation for returns product;
e Minimizethetotal recycling time;
Total resale revenue; Profitable fees for
processing;
e Highlevel of customer satisfaction.
In the following subchapters are detailed
severa methods used for Reverse Logistics
systems evaluation.

and
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3.1 Sendtivity analysis. Sensitivity
analysis, which refers to the study of how
important results change with changes in
estimates, is a “what-if” technique that looks
at how a result will be hanged if assumptions
change or original estimates are not achieved.
It is applicable in any analytical technique
involving uncertainty in their underlying
assumptions. It is recognized as an aid for
validating the model and for identifying model
improvement possibilities. Sensitivity analysis
may be carried out numerically or by
differentiation.

Numerical sensitivity analysis can either be
displayed as an absolute amount, or as a
percentage of changes from the base
estimates, or both. Sensitivity analysis is a
method that aims to assess how the output of
the model is influenced by changes in input
variables. “Sengitivity” or model response to
different levels of variability of input variables
is emphasized, usually by two graphica
methods, namely:  “Spider”  diagram;
“Tornado” diagram.

X, with Aa certain ratio in minus, and in
addition to the nominal values, the variation
that can be expressed as a percentage.

The matrix follows the variation of input
values, like (1), (2), (3). A “Spider” diagramis
obtained by a linear graph representing the
values matrix VF. Figure 1 is a “spider”
diagram in which i1=10%and 1=5. One has
therefore obtained a variation of the values of
the input variables of
+500,+40%,+30%,+20%,+#10%  compared  to
nominal values (100%).

From Figure 1 one can see that the
variables with the increasing trend (V2 and
V1) have adirect impact (or a positive impact)
on the fina variable of the model, meaning
their increase determines the increase of the
value of the final variable, where the variables
with the decreasing values (V4 and V3) have
an indirect impact (or negative impact) on the
fina variable of the model, meaning their
increase determined the decrease of the values
of the final variable, in vice-versa. At the same
time, one can notice a higher, direct impact of

variable V1 and the accentuated, indirect
impact of variable V3.
For “spider” diagram it consider first the
change in values for each random variable x;
I (1_ /1)\/1@1 (I - 1)(1_ /1)Vk+1 (1_ /1)\/1@1 Vi (1+ ﬂ’)vk-ﬂ (I - 1)(1"' /1)\/1@1 I (l+ /1)\/1@1
VI = I(l_ 2’)Vk+2 (l - 1)(1_ /1)\/1@2 : (l_ A)Vk+2 Viso (1+ ;L)\/k+2 . (I - 1)(1+ l)vk+2 I (1+ l)Vk+2 1)
I(l_ﬂ)vn (I _1)(1_ ﬂ’)vn (1_ﬂ)vn Vi (1+ ﬂ’)vn (I _1)(1+ ﬂ’)vn I(l+ ﬂ’)vn
_ka+1,-|(1—/1) ka+],-(|—1)(1—/1) ka+],-(1—/1) v ka+1;(1+/1) ka+1;(|—1)(1+/1) ka+1,-|(1+1) |
Vziar) Viea(-naa) Voo Vi Vikowa - Voo Vi
VF =
. 2
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Fig. 2“ Spider” diagram
4. CONCLUSIONS REFERENCES

The Reverse Logistics process can have a
significant bottom line impact for an
organization, and the ability to take
advantage of these opportunities may
depend on implementation of a proper QMS.
Reverse Logistics process presents a lot of
advantages, amongst them: a very proper
customers service planning; bottom line
profits; competitive advantages.

The modern role of Reverse Logistics and
materials management requires. qualified
collaborators, an efficient integration into
the organization's flow chart, and an
interested management team. The process of
product return and recycle is efficient when
it succeeds in satisfying the customer’'s
expectations, no matter if we talk about the
productive department of the organization or
about the end user in a commercial
organization. A qualified supply brings an
important contribution to the company’s
benefits and places the organization's
strategy among its competences.

Organizations have developed such
coordination in their logistic chain and
reverse logistic system, and they have
become models for many managers, willing
to improve their organization’s performance
and profitability.
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TRAINING ASAN IMPORTANT PREREQUISITE FOR THE EFFECTIVE
SOLUTION OF CRISISSITUATION

Viera FRIANOVA*

*Department of Management, Armed Forces Academy of General M. R. Stefanik in Liptovsky Mikulas,
the Slovak Republic

Abstract: The article deals with the issues of training of the Armed Forces of the Slovak Republic for the
deployment in the disaster and providing assistance to the population during crisis situations arising in
the territory of the Slovak Republic. The author's attention is focused in particular on the area of training
of professional soldiers in this type of deployment. In the article are also presented the results of
empirical research carried out for detection of views and experience of professional soldiers for their

readiness to fulfil the tasks of this kind.

Keywords: crisis situation, armed forces, training, readiness, survey

1. INTRODUCTION

As a result of changes in the security
environment the significance of the national
crisis management is being more and more
emphasized in Slovakia. An important and
irreplaceable role within the national crisis
management is also played by the Slovak
Armed Forces (hereinafter referred to as SAF).

The adaptation to the new security
environment also means that the SAF have to
be involved more in non-combatant
operations, e. i. in providing crisis and disaster
relief.  Experience indicates that the
accomplishment of crisis management tasks
requires preparation of commanders and
headquarters for crisis management as well as
preparation of troops for carrying out the tasks
related to crisis management throughout the
Slovak Republic.
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2. PREPARATION OF THE ARMED
FORCESFOR NATIONAL CRISIS
MANAGEMENT DEPLOYMENT

Activities and issues related to preparation
for crisis situations and their management are
regulated by the Directives of the Ministry of
Defence of the Slovak Republic (hereinafter
referred to as MoD). These directives are
applicable for the Slovak Armed Forces, the
Ministry of Defence of the Slovak Republic,
offices and installations of the ministry, non-
profit and allowance organizations under the
competence of the MoD, military prosecution,
organizational elements of the Military
Intelligence and Military Police, public
enterprises and join stock companies which
were founded by the MoD.

Preparation for the crisis management
throughout the country requires performance
of a number of different activities, such as [5]:
- monitoring and analysing risks and threats

which may cause a crisis situation,



- assessment of the security environment in
the Slovak Republic,

- coordination of the crisis management
tasks with the ministries and other state
administration central bodies,

- supporting other control and executive
elements of the national crisis management
in eliminating security risks and threats,

- providing specialised crisis management
training for soldiers and civilian personnel,

- development of crisis management plans,

- coordination of preparation, performance
and assessment of crisis management
training, etc.

The above-mentioned activities are carried out

by individual organizational units of the

ministry, depending on their competences.

2.1 TRAINING OF SOLDIERSFOR
NATIONAL CRISSSMANAGEMENT
DEPLOYMENT

Effective and efficient deployment of the
armed forces in non-combatant  crisis
management operations in the Slovak
Republic is dependent upon effective logistic
support and adequate technology (available
modern and functional armament, technology
and material [1], including adequate
equipment and suitable protective devices, too)
as well as sufficient and adequate readiness of
individual members of the SAF.

,»When being deployed, the soldiers may
face dangerous situations they must be able to
face. This, however, is not possible without
adequate training. The SAF crisis management
deployment experience shows that if the
soldier who is deployed is not familiar with the
legislature, the research system elements,
cooperation principles, protective equipment,
safety rules, life threatening objects and
dangerous substances, self-protection and self-
rescue techniques as well as escape
procedures, he may endanger himself, his team
as well as health, life and property of the
people he is supposed to protect or rescue [2]*.

That is why the Chief of the General Staff
of the SAF (hereinafter referred to as GS)
specified the priority for the training year 2011
the aim of which was to “reinforce readiness
and capabilities of the SAF troops assigned to

perform the crisis management tasks according
to situational plans. These tasks are aimed at
providing support to public authorities in crisis
management and at monitoring the nuclear and
chemical situation“[2]. It is important to [3]:
,maintain necessary strength and capabilities
of the SAF at the readiness level, which allows
them to carry out the national crisis
management tasks, including readiness of
headquarters to manage these tasks according
to situational plans. Performance of these tasks
should support public authorities in crisis
management and monitoring of nuclear and
chemical situation”. Following the above-
mentioned priority, the Chief of the General
Staff issued an ordinance (November 2011)
regarding the SAF crisis response operations
deployment. This ordinance includes the
methodological  instructions  aimed  at
unification of processes and activities the SAF
members may conduct during their
deployment.

2.2SURVEY OF VIEWS OF
PROFESSIONAL SOLDIERSON THEIR
DEPLOYMENT READINESS

The research and development project
called “The Potential and Limits of the SAF
Logistic ~ Support in  Non-Combatant
Operations” developed by the Department of
Management of the Armed Forces Academy of
General Milan Rastislav Stefanik included also
a questionnaire survey which was conducted in
November 2011. The objective of the
questionnaire survey was to find out the
professional soldiers” opinion on their
deployment readiness. The questionnaire was
anonymous so that the respondents could be
more candid. It was completed by 106
professional soldiers (89.6% man, 10.4%
women) of different appointments and
postings from 22 SAF units, offices and
installations. The respondents were chosen on
purpose. 47% of the respondents (50
professional soldiers) attended the 3-month
Junior Command and Staff Officers Coursel,

! Note: Course is a part of the SAF officers’ lifelong
education and is organised by the Lifelong Education
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the rest — 53% of the respondents (56
professional soldiers) were members of the
Training Battalion Martin®.

The information obtained from the
questionnaire was statistically processed and
evaluated by means of descriptive statistics
tools in the Microsoft Excel spreadsheet
application. The results were presented in text
and graphs.

The survey results revealed that up to
54.7% of the respondents have served in the
SAF more than 15 years (35.8% from 10 to 15
years, 7.5% from 5 to 10 years and only 1.9%
less than 5 years). A sufficiently long period of
operation in the SAF creates a presumption for
getting rich personal experience that allow the
respondents to have not only more
professional but also more objective attitude to
the researched issue.

Almost 92% of the respondents answered
“Yes* to the question whether the -crisis
response training and disaster relief exercises
are necessary for professional soldiers. See
Figure 1 for more details.

Fig. 1 Is the crisis response training necessary for
professional soldiers?

Centre at the Armed Forces Academy of Milan
Rastislav Stefanik in Liptovsky Mikulas.

* Note: Battalion is a unique body, which carries out all
important trainings. It organizes and carries out the
initial vocational training of professional soldiers, as
well as the specialization courses. Battalion also
conducts basic training and further training for non-
commissioned career.
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3%_ 2%

B definitely yes
B probably yes

probably not
1 definitely not

B not sure

Since we wanted to keep the research
results as objective as possible, we decided to
obtain the opinions on this issue only from
those respondents who already had experience
with this kind of deployment. Our set of
respondents so narrowed to 69 professional
soldiers, who made <cca 65% of all
respondents. In our next question, we asked
the remaining respondents to specify the crisis
response operations they have been deployed
in. When formulating this question, we
followed the crisis typologies presented in
specialized literature [4]. Having compared the
number of answers, we found out that the
professional soldiers are most commonly
deployed in disaster relief operations (the most
in floods). The survey results revealed that
respondents from this sub-group have been
assisted in the civil unrest inside the Slovak
Republic quite often. Respondents have been
deployed in industrial disasters and aviation
accidents, too. See Figure 2 for more details.

Fig. 2 The crisis management operations the
respondents have been deployed in



d @ SS) o S VoW 5 & P
§ Q;} R N A A S O
& h g Y i S o o W

V@ ¥ £ &y F &g
& ‘\b 2 AR » N & &
L 8 &N 9 I\ 3
AL T O R Y A
PESE TS §
R XA A\ &
¢ A\
¢ 8 ¢ g 9
< ) . N
& W P
) & Az X
¥ N ¢
& 4 X
§ o %
00 &
& & S
AR R
&8 N
&

According to further research results, only
62.3% of the respondents from this sub-group
have completed the disaster relief training.

The research also shows opinions of the
respondents on the SAF members® deployment
readiness. We suppose that respondents’
opinions would be markedly influenced by
their personal experience. Only 29% of the
respondents think that the SAF members are
fully ready for deployment. On the other hand,
37.7% of the respondents stated that they were
not fully prepared for deployment and the
remaining 33.3% were not able to express their
opinion on this issue. In our next question, we
asked the respondents to determine the areas in
which soldiers are not sufficiently trained
(once again, we assumed that the views of
interviewed soldiers will be influenced by their
personal  experience). The respondents
mentioned the following areas: personal safety
training (e. g. use of protective equipment
during rescue operations, self-protection and
self-rescue procedures), lack of general
information related to deployment of the SAF
members in crisis management operations (e.
g. knowledge of particular legislative) and
insufficient psychological preparation of
soldiers. On the other hand, the respondents
feel confident and trained enough in the field

of nuclear, biological and chemical (NBC)
protection. See Figure 3 for more details.

Fig. 3 Areas which the respondents regard as not
trained sufficiently

30

25
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general - psychological generalised  medical
information preparation SAF previous training
related to deployment
deployment experence

nucleer,  general  specialised  persoral

biological  deployment deployment  safety
and chemical ~ safety safety training

potection  training  training
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3. CONCLUSIONS

One of the significant factors which have
an impact on effectiveness and efficiency of
the SAF deployment in non-combatant crisis
response operations and disaster relief
operations is an adequate preparation for this
type of deployment, an inseparable part of
which is also training of personnel to be
deployed.

The SAF training systems and programmes
significantly enable also the SAF crisis
response operations training. Despite it, the
results of the conducted empirical survey
showed that the readiness of professional
soldiers for national crisis response operations
needs to be improved especially in the
personal safety training and the psychological
preparation of soldiers. The survey also
showed that soldiers suffer from the lack of
general information related to deployment. On
the other hand, we can be satisfied with the
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preparation of soldiers in the field of nuclear,
biological and chemical protection.

1.

2.
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A MILITARY APPLICATION OF HUMAN CAPITAL MANAGEMENT:
MILITARY PILOT TURNOVER
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*Turkish Air Force Command and Staff College, Istanbul, TURKEY

Abstract: The issue of employee turnover has been the subject of various theoretical and
empirical studies. Employee turnover is intimately related to human capital management.
Soecific and general training in human capital mostly increases marginal productivity of a
worker in any organization. Most of the firms are having difficulties to retain and attract
productive and qualified workers.

From a military aspect, pilot turnover, as a result pilot shortage, emerges as one of the
most challenging problems for decision makers. Military pilots are obviously crucial to any
mission employing of air power. A poor retention rate for senior pilots, however, is one of the
biggest concerns of military organizations. Military invests a considerable amount of money
both in human capital and in the training of a pilot. The training of a pilot also takes a
substantial amount of time. It is always difficult for the militaries to keep experienced pilots in
the service. Experienced pilots frequently separate to fly in the civilian airline sector after their
initial commitment period. High attrition rates waste training investments and reduce
effectiveness.

It is critical for policy makers to know the reasons for high attrition rates and how they
are related to human capital management. Policy decisions may be based on variables that
significantly affect retention. In this study, the basic factors affecting the decision of pilots
through separation are analyzed. As a theoretical approach, results of other related cases are
surveyed and reflected to current study. According to findings both from literature survey and
this study, several policy recommendations are presented considering human capital
management.

Keywords. employee turnover, pilot separation, human capital management.

1. INTRODUCTION

Organizations have begun to recognize
human resources as one of the most important
issues for competitive advantage. Today,
human capital that represents an organization’s
stock of knowledge, technical skills, creativity,
and experience is becoming more and more
important. It is considered that the collective
attitudes, skills and abilities of employees
contribute to development and growth in a
similar way to physical assets such as
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machines and money [1]. So, it is acceptable
that organizations invest their resources to
acquire, develop, and enhance their stock
human capital in order to increase their
productivity and so that the income of the
organization. Considering human capital as a
productive asset, human capital management
emerges as one of the most challenging issues
for any organization. The success of the
organizations, now, depends on their ability to
understand how human capital related with
their performance and their wealth. The most



competitive organizations applying human
capital management well will have the best
strategies and methods for attracting, hiring,
managing, developing and retaining their
human capital. Every environment is unique,
that’s why, and policy makers need to know
how to apply human capital management
principles and methods regarding the needs of
the organizations At this point, Human Capital
Theory helps decision makers to understand
employee behaviors within the organizations.

2. HUMAN CAPITAL THEORY AND
PROBLEM STATEMENT

Human capital theory assumes that
the individual is logical and methodical, and
tries to maximize his lifetime earnings by
making individual decisions to invest his
resources in education. The theory also
assumes a link Dbetween education,
productivity and increases in earnings.
Essentially, human capital theory assumes
that the stock of human capital is directly
correlated to productivity, and the individual
worker 1s compensated for increases in
productivity. Since investments in education
and training are direct ways to increasing the
stock of human capital, the individual will
make investment decisions by comparing the
costs of those investments to the present
value of the increase in income stream they
produce. Investments will be undertaken if
the present value exceeds the associated
costs and the rate of return is greater than
that from other available alternatives.

Military organizations invest human
capital by giving both general training and
specific training. General training refers to
basic training that builds skills, which are
portable from one organization to another.
This form of training is clearly desirable for
the employee because it enhances his stock
as well as his mobility. Employers need
workers who have either received the desired
general training from another organization,
or will receive it from themselves. For the
former, organizations are willing to offer
better employment terms to attract them. For
the later, the general training is financed by
reduced earnings during the training and
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contractually obligated periods.
Consequently, the employer will need to
offer improved terms to match other
potential employers to retain the services of
their trained employee. Specific training, on
the other hand, refers to specialized skills
training that provide employees the skills,
which the employer requires for the
organization’s unique operations.
Organizations provide this form of training
to the extent that productivity is enhanced
[1]. Military organizations, as well as
civilian organizations, also offer specific
training. Military offers training in a variety
of skills that are very useful in the civilian
sector such as piloting. Mostly, return on
investment is questionable since military
personnel with these skills leave military
more readily because they can earn more in
the civilian sector. Military pilots are maybe
the best examples that receive specific
training, which costs a lot.

Military pilots are obviously crucial
to any mission employing of air power. A
poor retention rate for senior pilots,
however, is one of the biggest concerns of
military organizations. Pilots usually have
five- to ten-year service obligations
depending on countries and services. After
this service obligation period, they are
eligible to separate from service. After the
initial obligations expire, the military accepts
that it is difficult to retain pilots, who are
usually attracted by the job offers of civilian
airlines. It is important, for policy makers, to
know the factors that explain the separation
behavior of the pilots.

3.METHODOLOGY

The study utilized logistic regressions
models to measure the determinants of
separation by using the sample data [8]. As
explanatory variables, the logistic regression
model included age at commissioning,
gender, race, education level, marital status,
number of dependents, commissioning
source, and months in grade. Since the
dependent variable used in the separation
model in this study is binary, which is
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retention, logistic regression models are
appropriate as a tool for analysis. In this
study’s model, the dependent variable
“Separate” is a binary variable. To overcome
the limitations of the Linear Probability
Model (LPM), the logistic regression
(LOGIT) model was used. The LPM is easy
to use, but it has some disadvantages. For
example, in LPM, the estimated predicted
probabilities can be less than zero or greater
than one. Also, in LPM, the partial effects of
independent variables are constant. In a
LOGIT model, the dependent variable is
binary and the general equation may be
written as follows:

P(y=1|x) = P(y=1[x1, X2,...., Xx),

In this model, x represents explanatory
variables and y represents the dependent
variable. It was assumed that the response
probability was linear. To avoid the
limitations of LPM, a class of binary
response models of the form was considered:

P(y=1|x) = G(Bo + Pix; + B2 X2 +.....+ Pk Xk =
G(Bo + xB),

where G is a function taking on values
strictly between zero and one. 0<G(z)<I for
all real numbers z. This ensures that the
estimated response probabilities are strictly
between zero and one. In the LOGIT model,
G is the logistic function, which is the
normal cumulative distribution function for
a standard logistic random variable:

G@=exp(@/][1+exp (2]
=A (2
which is between zero and one for all
real numbers [17].

This case is referred to as a LOGIT
model or, sometimes, as a logistic
regression. The function has an increasing
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curve in z. Since it is nonlinear, the LOGIT
model requires maximum likelihood
estimation (MLE). In Maximum likelihood
estimation computes parameters that
maximized the probability of observing what
was actually observed.

The estimated coefficients of the
explanatory variables give the magnitude
and the sign of the partial effects of each
explanatory variable on the dependent
variable. A positive sign of a coefficient
indicates that an increase in x is associated
with an increase in the probability of
separation. Conversely, a negative sign of an
estimated coefficient indicates a decrease in
the probability of separation as x increases.
The partial effects were found by using the
results of the logistic regression. The
STATA data analysis program was used to
run the regressions and estimate the partial
effects.

4. FINDINGSAND PILOT RETENTION

The regression model helped to
understand how the chosen independent
variables affect pilots’ separation decisions.
According to the model, the effects of
chosen variables are as follows; an increase
in age increased the probability of separation
decision after the initial service commitment.
Considering gender, being female increases
the probability of leaving. The study
indicates that pilots who are not married are
less likely to stay in the service. This study
reveals that advanced education has a
negative effect on separation of pilots. In
particular, pilots possessing an advanced
degree, either a Master’s Degree or a
professional degree, tend to stay in military
compared to their peers who had only
Bachelors’ Degrees. And also, pilots with



more dependants (spouse or children) are
more likely to stay in the military. The effect
of commissioning source was specifically
examined in the model and it is analyzed that
pilots having a deeper military background
are less likely to leave the service.

There are several other reasons that a
pilot chooses to separate from the service.
Dissatisfaction about career in military is
one of the most crucial factors as well as pay
differential in  separation  decision.
Separation from family, overall -career
dissatisfaction, inadequate career counseling,
unattractiveness of some duties, not enough
chances for further specialization, inflexible
assignment, promotion policies, decreased
chances for advanced education and benefit
and retirement uncertainties are found to be
the reasons of dissatisfaction [6].

The factors mentioned above are
obviously trigger pilots to leave the military
service. After the initial obligations expire,
the military accepts that it is difficult to
retain pilots, who are usually attracted by the
job offers of civilian airlines. To induce
pilots to remain in the service, the militaries
had previously developed various pay
incentive programs. These programs pay an
annual bonus to pilots who commit to certain
terms of service. Thus, if pilots choose to
stay in the military under an agreement, then
they are giving up the opportunity to fly for
civilian airlines for that time period.
However, for most military organizations,
pay incentive programs seemed not enough
to keep experienced pilots.

Individuals’ behavior is the key to their
retention decisions. It 1is obvious that
compensation policies affect a pilot’s
decision to stay or leave. On the other hand,
the effects of those policies differ from
person to person. For instance, one pilot who
really enjoys military service may choose to
stay in the service for less compensation than
another one who doesn’t enjoy military

service as much. Besides individuals’
characteristics and behaviors, external
influences are important in retention

decisions, too. For example, if the civilian
job market for pilots were strong, then the
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motivation to leave would be relatively
greater than if the market is poor or the pilots
are not needed by civilian airlines.

4. RECOMMENDATIONS

There is no specific way to predict
the personal decision of a pilot, but the
results of the studies may have some
beneficial effects on policy decisions in
terms of managing the human capital of
military organizations. Civilian and military
sector pay differential seems like one of the
most challenging problems, revising the
current incentive programs may help to
reduce attrition and increase motivation. For
example, pilots at their early career earn
enough parallel to their experience;
furthermore, military pays their education
and training costs. However the income level
doesn’t increase much with the experience
level increases by time in contrast to civilian
sector. While civilian sector offers are
important on separation decision, policy
decisions on incentives must be revised
considering civilian sector.

Being away from family frequently and
being stationed in different cities are other
problem areas. Policy makers need to
evaluate the hardship associated with being
away from family while working off base
and either increase incentives or improve the
quality of life where pilots are stationed.

As this study and human capital theory
dictates graduate education is beneficial to
both the pilots and the military
organizations. Militaries should search for
new ways to expand advanced education for
pilots. Since advanced education has a
significant negative effect on separation of
pilots, Militaries should support all its pilots
to obtain higher education, such as Master’s
Degree or an advanced professional degree.
This is important since it may be considered
that providing education could be difficult
during active duty. Advanced education
choices for both in-residence and off- duty
programs may be diversified for pilots who
are deployed in different workplaces. Thus, a
pilot may have an opportunity to select an
advanced education program that fits his/her
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work schedule. It seems that properly
arranging and  encouraging  graduate
education for pilots might decrease

separation rates through the additional
service commitments. Most of the military
organizations have advanced graduate
education schools, the usage of education
programs can be expanded by increasing the
number of pilots in those schools. To do so,
military organizations can expand its
capabilities by investing in the educational
capabilities of their pilots.

As mentioned earlier, pilots having a
deeper military background are less likely to
separate. Policy makers should take the
positive affect of military academies as
commissioning source into consideration
while selecting pilot candidates from
different sources. The given motivation,
encouraging and teaching the aviation
lifestyle to cadets while they are studying at
academy, could explain why military
academy graduates are more likely to stay in
the organization after their initial service
commitments.

Another problem area seems like the
dissatisfaction about career paths of pilots.
The militaries might consider alternative
career paths for pilots. Military pilots mostly
considered as the future managers for the
organizations that they are in. Militaries treat
all pilots as potential leaders and assign them
throughout their careers to both flying and
non-flying jobs. At the other end of the range
would be a career track that allowed pilots to
spend all of their service time in flying
assignments. Between those two extremes
might be several other career paths that
would combine, in varying degrees, flying
and non-flying assignments. By offering
different career tracks, the militaries could
capitalize on the differences among pilots in
how much actual flying they want to do

111

during their careers. However, the creation
of separate career paths that allowed some
pilots to spend the greater portion of their
career flying might limit the pilots’
possibilities for promotion. Despite that
disadvantage, pilots for whom flying was
paramount might be more likely to commit
to a long term career if they were assured of
a fly-only track [6, 7].

It is important for the military
organizations to know the reasons for
qualified personnel turnover. In order to
achieve that keeping the records of all
personnel and having a data center that
allows statistical analyses may help decision
makers.

Civilian airline impact on pilot
separation seems like one of the most
challenging issues. Further studies may
focus on how critical the demand of civilian
airlines and possible precautions.

5. CONCLUSION

Military invests a considerable amount
of money both in human capital and in the
training of a pilot. The training of a pilot also
takes a substantial amount of time. It is
always difficult for the militaries to keep
experienced pilots in the service.
Experienced pilots frequently separate to fly
in the civilian airline sector after their initial
commitment period. High attrition rates
waste training investments and reduce
effectiveness. Military organizations have to
take some actions against these problems.
Managing their human capital seems
crucially important. Retention of military
pilots is obviously affected by a number
factors discussed earlier in this study. These
factors trigger pilots to separate from the
military for civilian airlines. Military
decision makers are concerned with the



effect of civilian airline industry on pilots’
separation decisions from military. It is
expected that the demand of civilian airlines
will be more than the current demand in the
future since the industry is getting bigger.
On the other hand, it is also a problem if all
pilots prefer to stay in the military. For all
military  organizations, there is force
structure and personnel planning. Experience
level of personnel, in this case experience
level of pilots, is important but there must be
a balance between more experienced and
less experienced personnel. Decision makers
have to consider all the aspects of the
problem such as the amount of pilots to be
commissioned each year, force requirements,
expected civilian airline demand, average
experience level needed, the length of initial

service commitment and the policies
regarding incentives.
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Abstract: Asin any period of transition, the restructuring processes become effective through
the implementation of various strategies. Any strategy envisages a complete picture about the process
which consists of objectives, principles, programs and instruments of restructuring programs. Thus, the
privatization process in transition countries has involved two aspects referring to moral and realism. In
case of the first aspect, that of fairness, in terms of assigning a larger share of the social component of
the privatization by which either sale was made to the employees or by a transfer with no equivalence, the
process was less efficient leading to a compromise of the idea of ownership. Regarding the second aspect,
that of equivalence, this shows that the privatization done is such a manner has undistorted effects in the

economic field.

Keywords: capital privatization, economic restructuring, economic reform, investment,

capital.

The legal transfer of ownership from the
state to private agents was pursued by
privatization. The state has used privatization as
a tool for macrostabilization, because the sale
losses of state enterprises means reducing
arrears, reducing the state budget deficit, limiting
the inflationary pressures, etc. [1]

Referring to several points of view,
the privatization aimed at: (figure 1)

1. politics - establishment of a new

class of capitalists and
entrepreneurs;
2. equity, involves transferring
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ownership of state assets to those who were
wronged after the nationalization process or
granting ownership of assets of a state
company to its employees and staff;

3. efficiency, should lead to increased

efficiency of resource allocation in the
economy;
4. financial, aims to increase state budget
revenues.
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country affected more the privatization
process so that its gradualism has led to low

Theevolution of the privatization processin Romania

The most effective method of
privatization used by developing countries was
that of the large financial groups (investment
funds, foreign groups and rent seekers),
whereas that used by their own employees and
managers (MEBO) were not successful
because they were neither able to provide
capital to modernize the business, nor had the
experience of the market research process and
of a strong market-oriented management.

Concerning the reform of property, its
immediate effect was creating the new
company agents, who were the promoters and
operators of its specific interests. The fact that
there were delays in this area, the people were
brought in the situation to opt either for the
"casino economy" structures [2], or not to
engage in investment, limiting their actions to
the accumulation of money in bank deposits.

In fact, a great success enjoyed also the
privatization based on concentrated ownership
(by foreign strategic investors able to contribute
with increased financial resources to restructure
the company, technologies, performance
management), as compared to the investment
funds or holdings. [3]

Compared to other transition
countries, the privatization restrictions in our
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efficiency. Several factors were the
hindrance for the dynamic transfer of state
property into private property, such as:

e the weak internal capitalization,;

e cstablishment and management of
institutions to manage the process;

e the reduced external financial
assistance

e the insufficient support from society;
the lack of domain experts and specific
infrastructure;

Most privatizations in Romania were
done by selling to foreign companies (eg,
Romtelecom, Petrom, the Romanian
Commercial Bank, Home Savings Bank,
etc.). Among the factors contributing to this
type of sale are the large debts of state
enterprises and the underdeveloped domestic
financial and capital markets.

Another sensitive issue of
privatization in Romania was the sale of state
enterprises where the privatization marketing
has played a fundamental role in this process.
It involved several important prerequisites for
attracting investment capital:

e a stable political and economic
environment;
e good future prospects;
e the realistic evaluation of the
company and its price;
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e largely giving up regulations;
e an active marketing in the
privatization programs.

Promoting a privatization process of this
kind (especially in the case of the flagship
companies), has brought the countries which
have implemented it much higher revenues than
the ones from a sale. Privatisation of small and
medium enterprises was successful in most of
the transition countries, the studies show. [4]

Along with the increase of the number of
enterprises which passed in the private sector, the
privatization solutions were becoming more
complex.

Privatization = has  effects  with
implications in the entire economy. Therefore,
in the process of restructuring, we can consider
privatization as a fundamental pillar, and the
privatization process itself should be
integrated into the overall strategy, in close
relationship with discipline and
encouragement in the economy.

The overall reform of the national
economic system meant, first, a drastic
reduction in GDP.

In this context, the attempt to avoid
social instability determined the political
leaders to adopt an inefficient policy,
respectively to feed the national economy
"black holes" from the state budget
(industries consuming large resources and
failing to sell). This action not only
conducted to a delayed privatization, but
also extended the transition from the
centralized economic system to the market
system with long term negative effects on
the general economic evolution. Moreover,
it strengthened the orientation to purchase
necessary products from imports which
increased with the opening of the Romanian
economy to the external markets.

As mentioned before, in the transition
economy countries, a  macrostabilization
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sustained by monetary and fiscal but also by
social and commercial real policies, would certify
the confidence and social safety of the transition.

The real rate of transition is marked by
the evolution in the restructuring plan.
Macrostabilization proved its effects only when
the restructuring was steadily generating ways of
achieving balance in the economy, so that it was
manageable on a long term.

The economic stability has an effective
value if it supports the social stability, the
reconfiguration of the new balance in the social
structure of the specific target system.

When along with the restructuring there is
also transmitted a rigidity of allocation,
phenomena such as arrears, non-contractual
relationships, unaccounted business, etc.
Liberalization itself is compromised. Thus, we
believe that restructuring must begin along with
the liberalization and macrostabilization
programs. [5]

As for the sustainable growth to be
achieved, it is necessary to have a balance
between social costs and invested funds.

Restructuring the economy is essentially a
process of consolidation of functional markets
and augmentation of the microeconomics
capacity to adapt to the competitive
environment. [6]

Therefore, the main strength of the
restructuring was the privatization, which was
the main objective and was intended to be the
basis for the ownership reforms. Basically, this
market-oriented the activity of the enterprises
which were formerly owned by the state.

A situation with a special feature is
that the concern to stimulate spontaneous
privatization was marginalized, which would
have led to an open business environment
and more attention was paid to the
privatization based on transfer of ownership
from state to individuals, so that the
restructuring power of the privatization
became insignificant. The effect of this



situation was one of producing a profit
privatization, generating an attitude of
decision waiting in favor of the
modernization investments [7].

Thus, it came to the unfavorable
situation of inadequate restructuring, in which
the natural way to reach to a market economy
resulted in loss of market, both internal and
external, bankrupcy of enterprises, including
of privatized ones, the collapse of branches
and sectors etc.

Consequently, from the short analysis
of the process of privatization in transition
countries, we can draw several conclusions:

«in dealing with a highly competitive
environment, in order to aquire discipline for
the managers of the new enterprise,
privatization should be accompanied by
measures to increase competition in the market
for the goods produced by that company.

* the rapid and effective privatization of small
enterprises could be done by open and
competitive auctions.

* the effective privatization of medium and
large enterprises could be done by strategic
investors (especially foreign) by the following
methods: direct negotiation with the sealed bid

* possession of power by a single strategic
investor involved strong incentives for
restructuring, technology, investment in human
capital, etc. If they would have used the
technique of privatization called "case by case"
and a privatization consultant would have been
hired - a prestigious financial company - a
much higher price had been obtained.

* the necessity of creating a legal
framework to protect investors (including
the minority shareholders), designing the
rules against agreements or conflicts of
interest regarding compliance, auditing,
regulation of financial intermediaries
(brokerage companies, investment funds),
banking reform etc.

Another major problem occurred early
in the privatization process was that of the
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functionalization of the bankruptcy law, so
that:

* there should be no strong barriers to market
exit

« there would be a regulation of the state action
in companies where it still held the property
rights

* there would be an increase of competition in
sectors where there were monopolies and
oligopolies.

In strategic areas (especially public
utilities), rigorous action was necessary to
regulate the new owner (by protecting the
public interest), so as not to become from a
state monopoly into a poorly regulated private
monopoly.
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Abstract: Any sport organization needs good leadership and effective management. This may
come to realize objectives through organizational environment. Sports gear organizational environment
is the main sport organizations because it is based on communication between the organization and
external environment, according to that design, so sports organization strategy.
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Sports  organizations  that  any
organization operating in a changing
environment where its footprint on the
development organization. Organizational

environment 1is the factors that influence
directly or indirectly objectives, plans and
results of organizations. Organizational
environment includes external environment
and internal environment interact.

The external environment of sports
organization

Knowledge of sport organizations
external environment is particularly important
for their managers, as they, on behalf of the
organization they represent, must develop

relationships ~ with  markets, customers,
suppliers, competitors, intermediaries and
investors. This is done in terms of a

knowledge society. Hence the important role
they have departments that organization must
make a substantial contribution in the
development organization. In order to achieve
sporting organization must promote efficient
strategy to conquer new markets and resist
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existing ones. From this perspective the
organization's external environment analysis is
not only wuseful but necessary (Douglas
Brownlie, 1995).

Organizations external environment
consists of factors such as:
- economic - Sports organizations
operate and develop the economic
principles;

- cultural - Sport organization in terms
of cultural factors is influenced in two
ways:

e of components (values, norms,
customs, traditions, customs) of
the external environment there;

e of their organizational culture
that has developed over time.

- politics - Political factors influencing
sport organization can be found in
existing government policy on sport
and development institutions as a

consultant;
- demographic - Is the population
structure, territorial distribution in



rural and urban environments. It is
envisaged that development concerns
in sport should contribute to personal
development of each individual, on the
one hand and providing the necessary
logistics, on the other;

- technological - Technical factors relate
to investment in sports development to
ensure conditions for its practice.

Environment an organization has several

forms or more states by the organization
evolves and adapts. They are:

1. Sable environment. Stability plays a
beneficial environment for sports development
organization, as it concentrates its efforts on
targets that must reach them and not remove
the negative effects that have to eliminate.
This is the ideal.

2. Unstable environment. Instability is
the most common situation in the social
economic reality. There are several factors
that disrupt society as a whole, organizations
are forced to take measures to eliminate
dysfunction and to adapt to achieve
development objectives.

3. Turbulent environment. The state of
turbulence is the most complex environmental
condition that affects the very existence of the
organization. In  these  circumstances
organizations should make special efforts to
ensure its survival.

External environmental components
that enter into direct relations organization,
permanent and strong need to achieve its
objectives dictated by present and future,
forms the microenvironment organization
(Balaure V., 2005, p 69).

Microenvironment is based
organization transformation is the interface
between the inputs (resources they consume
organization: material, human, financial) and

outputs  (products resulting from the
transformation of resources) that the
organization  provides  market.  Sports

organizations establish market relations into
account:

A. Quppliers - Are those individuals
who provide sports organizations equipment,
energy, services, labor, information needed to
perform necessary activities. Suppliers should
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be monitored because of their outstanding
issues can interfere with sports organization.

B. Customers - Are those individuals
or circles of people whom they are addressed
sports products and services. Good quality
sports products and services brings new
customers who come from different
backgrounds.

C. Intermediaries - Are those agents
involved in the promotion and sale of sports.
They promote sports, selling players, clubs
and teams contract with the various levels.

D. Competitors sporting organizations
are those organizations that have as main
objective to participate in competitions in
various fields of sport.

Macroenvironment is the variables and
factors that form the necessary environment
for the conduct of business.
Macroenvironment refers to the four factors
that affect how tasks are addressed: socio-
cultural, technological, economic, political-
legal (N. Pop, 2001).

1. Socio-cultural -  Considering
consumer behavior on the market. Socio-
cultural factors relate to age, sex, nationality.
For example the distinction between man and
woman are made in different geographical
areas depending on specific growing area.
This has an impact on sports in the area
concerns. In some areas of sports culture is
very well developed compared with other
areas where sports culture is in early stages.

2. Technological factors - Are
represented by IT technologies, specific
elements of the knowledge society (new forms
of communication, technological
development, etc..) Which have an impact on
the evolution of organizations. For example,
the advent of the Internet has produced
relevant changes in the organization and
functioning of organizations taking into
account the processes of communication and
publicity of the organization underwent
profound transformations in terms of
effectiveness and efficiency of the information
provided by sports organizations.

3. Economic factors - Refers to the
basic  elements (resources) underlying
functioning of the organization. Any activity
needs to take place on economic principles,
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even if it is known that in sports activities that
often are not profitable. It follows that the
principles on which sports are other than a
common organization. The human dimension
of his sport prevail.

4. Political and legal factors - Refers
to the interests of individuals and sports
organizations. These factors relate to
government policies that promote the facilities
and legal regulations for the conduct of
sporting activities at all levels (performance
sport, sport for maintaining health of
individuals).

External environment analysis takes
into account all four categories of interacting
factors (social, cultural, economic and
political-legal) acting on it. This inter-be done
in different directions taking into account the
context in which act organizations:

-Knowledge management;

-Evaluation  performantelo
organizations;

-Promotion of flexible strategies by
sports organizations.

In their operation sports organizations
should consider the environmental changes
taking place on time to avoid the disruption by
taking appropriate measures. Top management
must be able to predict the state of imbalance.

Knowledge Management

With knowledge-based society
requires an explosion of information,
management of this situation is of great
importance for all organizations including
sports. To this end management organization
should ensure the development and use of
cognitive members composing it. From a
practical perspective, it is necessary to provide
operational information to finding those
methods and techniques to ensure optimum
within the organization.

sports
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Sport organization as any
organizationBeyond its particularities, should
identify opportunities and provides the
environment and in this direction should be
taken by carrying out activities to assure
accomplishment of the tasks for which there.
Aeste actions are:

- development and implementation of
activities to be consistent with social
needs by:

e differentiate management functions
on different hierarchical levels, at a
cognitive level;

e differentiation by identifying the
specificities of each compartment,
in structural plan.

- Coordination of all actions are consistent
within the organization in accordance with the
restrictions they impose on the environment.

- adaptation of organizational structures
of sports organizations to
environmental requirements, which is
reflected in the situational approach
(contingency) of the situation of the

organization.
It follows, hence, the need for a flexible
organizational  structure  enabling  the

organization to adapt on the fly. In this context
the role of managers is particularly important
because they must have the skills and
competencies to take the necessary decisions
to achieve goals. In this strategic vision is
needed to create conditions accountability of
decision. To this end the organization should
be based on competitiveness given the
competition that exists on the market.
Decisions must always be taken in accordance
with the objectives of the organization and
must ensure that appropriate technological
support.



These statements become even more
necessary as we believe sport organization as
an open system in which uncertainty and
limited rationality into alternate certainties.
Rationality is based on two fundamental
principles:

1. Coordination of activities undertaken
within the organization by working with
the external environment, which are two
components to ensure effective
management.

2. Continuous adaptation to the environment
situations. This is achieved visibility that
organizations, highlight the contact with
the surrounding world, comparing the
situation with the external and internal
decision-making in the internal
environment in line with what happens
outside the organization.

Performance evaluation in sports

organizations
Performance evaluation in sports
organizations means those  procedures

regarding behavior management hierarchy of
individuals who compose the organization and
organization  behavior. To this end
management  organization should take
measures to ensure that expected results are
the agreed objectives. This depends on how
top management organization coordinates its
decisions whose consequences to converge
towards the targets. It is appropriate for this
purpose to identify:
- cause-effect relationships
activities in the organization;
- reference standards to be explained to all
members;
- distribution objectives compartment levels
and even individual level.

What above is, in fact, the rationale for
organization management. Since there are
fewer failures in business processes, the more
we can speak of a management organization.
Management organization is required to make
public what is happening within the
organization to provide the consumer products
and sporting as much information and thereby
creating a brand.

Although sports organizations have a
separate specific, they are not foreign to the
phenomenon of innovation. Constantly

for all the
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innovating, both in terms of personal
development of individuals who compose it
and the technical support you need to give to
the organization, top management should
identify those methods and techniques
necessary to do so. For example the concept of
coaching is very important for practical
management of sports organizations. Say this
thinking only two aspects of innovation in
modern management:

- motivation by values;

- programming Neuro (P.N.L.).

All this constitutes the essential argument
that the assessment of performance in sport
organization is the cornerstone of effective
management.

Responsive
environmental strategies

Sports organization is that orientation
strategy, aimed at long term position as well,
bringing profit organization, it is the result of
efforts to adapt the organization to the
organization's environment. A  powerful
strategy reinforces the competitive ambitions
of the organization responsible for creating a
dynamic market needs and requirements.
Sporting organization in policy are the
following issues:

- focus on goals and objectives;
- assurance criterion sports organization.

A sports environment strategy can be
developed over a period of one year in small
regional ~ competitions, the  European
Championships two years and four years for
the Olympics. Long-term strategy is usually
subject to uncertainty. The strategy combines
internal environment with good functionality
forming the external sports organizations.
(Mihailescu N, 2008, p.95.).

The success of an organization
depends on how they solved the three criteria
antreprenorilale, technical and administrative.

1. Criterion entrepreneurial refers to
how the organization is viable products and
services they provided, it must be well adapted
to the existing market.

2. Technical criteria includes those
technical activities leading to the formation of
organizational products, delivery requiring the
use of specific technologies.

organization
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3. Administrative criterion refers to
organizational  leadership, ie  actions
entrepreneurial management, which ensures
operation.

Creating strategic vision for a sports
organization it is the result of using the two
types of strategic approaches:

a. practice of effective and efficient
management that optimal management of
resources available to the organization ensures
compliance to all categories of interest;

Achieving such an objective is
achieved through coordination and correlation
of all actions obtonere performance in the
organization. Actions to be to use the
organization's management are:

- monitoring of their activities are carried
out;

- achieve an optimal flow of information to
support timely decision making;

- establish the responsibilities
member of his behavior;

- avoiding disruptions in the functioning of
the organization in all departments.
b. use of environment related opportunities

in the organization are:

of each
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- implementing the of
entrepreneurial flexibility;

- encourage a spirit of innovation and
creativity;

- promotion strategies to achieve
organizational mission performance;

- creating marketing and research and
development departments;

- information quickly to what is happening
in the market, given the speed with which
changes occur in society.

This is very important for the organization
and hence for a sport organization is to have a
mix of strategies with which they can enter the
market and survive in the tough competition.

principle
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Abstract: By the article analyzes the current state of the economy of the Sovak Republic in the
conditions of a relatively open market, which has its parallelism with the economic devel opment
of amost all Central and Eastern European countries after 1989. Changes called the
restructuring of industry and agriculture, which must have suffered a particularly sensitive to
perceive not only from the aspect of food, but also national security. The critical situation of
food security, despite all the military-political the repeated creating guarantees and benefits of
the global market, the risks that must be taken into account in the framework of strategic

planning in the armed forces.
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1. INTRODUCTION

In the last decades there has been alot of
reasonable criticism of the authors of the so-
called restructuralization of Slovak industry
and agriculture. The present-day gloomy state
of economy development, while it would be
best to call it an economic meltdown, is at best
attibuted to naivety, at worst to an intentional
act of politicians when releasing the Slovak
market to other nations” companies and
international corporations. We will probably
never find out who and how participated in
harming the public interest, what the provision
was for this destruction of our economy. The
fact is that the political and private caginess
deprived Slovakia from the possibility to
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become a competition on foreign markets, but
Slovakia also lost the ability to maintain
socially acceptable limit of unemployment. It
became acountry, which in the crucial
segments of goods is dependent on external
supplies, comparable to the countries of
Equatorial Africa.

Secondary reason for the continuing
process of uselessness of the Slovak
agriculture when meeting the domestic
demand and the reason for export abroad was
also  accepting additional
conditions for this department by EU. These
are well-known facts and that is why we are
going to deal with them.We can also mention
the fact that the unlimited access of

inconvenient



international chain stores to the Slovak market
has eliminated several thousands of small
businesses — vendors, which has significantly
reflected in the agrosector by the loss of
purchasers of Slovak agricultural production
because in comparison to international
businesses it was more convenient for small
businesses to enter into contracts with local

suppliers.

2. FOOD AND AGRICULTURE IN THE
CONTEXT OF GLOBALIZATION

In spite of the mentioned objections to
the activities of the (ir)responsible, we can
consider all the facts natural and inevitable
changes related to the process of globalization,
which have affected all European or world
countries. Globalization brings along also
some space for corrupt behaviour and
activities of politicians in a broader than
national standard, which creates for an illusion
of greater anonymity and worse transparency.
The mentioned changes initiated by
globalization could in case of superficial
perception be an acceptable reason for
satisfaction with the given ,status quo®,
because the allmighty market will anyway find
solutions for satisfying the demand and it is
not important where do we get the necessary
goods from. The growing disproportion
between the constantly growing population
curve and the sources of limited food
production forces us to answer the question
about maintaining the current state of political,
economical, military relations in the world.
The latest development in the world proves
that making sure about permanent guarantees
military non-military  conflict crisis
situations we have to start from the principle
that food security of the state is represented by

maintaining production sources and output at

or

in this field is possible, but just until the first
crisis situation. An example for this can be the
limited export of rice from the south Asian
countries or the sale of natural gas from Russia
to Europe not before satisfying the higher local
suchlike all
commitments of the country towards the
partner are met just in intentions of useless
capacities and sources, which are not needed
for the stabilization of relations in their own
territory. Unless we see the developments on
Earth as a constantly changing process it is
necessary to think strategically and ask what
we are able to do in case of collapse of all

demand. In situations

these relations for providing the citizens’
needs at national level with the sources that
Slovakia despite the turbulences has available.
What is the situation of the Slovak agriculture,
which is the primary basis of food security
regarding its qualitative and quantitative
parameters?!

3. FOOD SECURITY —LEFT-OVER OR
PERSPECTIVE?

Food security of the state is a condition
in which production, trade, transport and
storage of food are provided and citizens are
supplied regularly (Simak a coll. 2005). Due to
the so-called restructuralization of the industry
and other changes in economical policy of SR
it is especially important to focus on the
expression ,,ensured production®. If we are to
examine the potential and capacities of
production of basic foods for the nutrition of
the population of SR in case of real failure of
external food some

supplies in

the level of about 90% of estimated real
consumption of basic commodities of local
agricultural production (Grznar 2004). Before
we analyze the ability of Slovak agriculture to

124



“HENRI COANDA”
AIR FORCE ACADEMY
ROMANIA

“GENERAL M.R. STEFANIK”
ARMED FORCES ACADEMY
SLOVAK REPUBLIC

INTERNATIONAL CONFERENCE of SCIENTIFIC PAPER

AFASES 2012
Brasov, 24-26 May 2012

Year Area of Area ofland | Areaofland | Areaofland | Used arable
land- used | - arableland | - permanent | - meadows | land - fallow
agricultural (ha) crops (ha) | and pastures land (%)
soil (ha) (ha)
2001 2254801 1409 222 28934 783905 0,25
2010 1921961 1354436 22092 513029 2,51
Decrease of 332840 54 786 6 842 270876 -
land in ha
Increase of - - - - 2,26
land in %

meet this quantitative parameter, let us focus
development of agricultural land
resources, which sufficiently give proof about
the critical situation in the field directly
participating in production capacity of the
Slovak agriculture. In times when many
countries use literally every centimetre of
agricultural land and strictly punish its other
than agricultural usage, in Slovakia 270 876 ha

Chart. 1 Land usein SR (2001 - 2010)

on the

of meadows and pastures have vanished in
2001 — 2010 as Chart 1 shows. Even though it
i the only factor affecting the
development in beef production, it foretells the
decline of production in the field of livestock
production. The Chart makes it clear that the
tensions in agricultural fund to grow, which
consequently shows in further indicators of
food security of SR.

1S not

Source: Slovstat, all other charts using this source and author’s calculations

Giving up the most creditworthy
Slovak soil in favour of building industrial
parks ,,on green fields“, with the infrastructure
built from the money of tax payers for foreign
investors is rather one of the forms of
sophisticated tool for corrupt activities and
consequent private benefits of politicians than
a strategic solution for the development of
economy and employment. However, Slovak
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agriculture crisis has a considerably deeper
dimension than the reprehensible reclassifying
of agricultural land to other, usually non-
production categories. The wounds agriculture
has suffered approximately two decades ago
were so serious for this sensitive organism that
in this agony it cannot use even the original
fund it had available and other capacities.
Slovak  agricultural

commodities under



significantly inconvenient grant and expense
conditions of the transformation process
cannot promote themselves regarding the
prices on the domestic nor European market.

Consequently the agricultural production
declines in almost all commodities mentioned
in Chart 2.

Chart. 2 Livestock numbersby 31.12.
Year Cattle total Pigs total Poultry total
1970 1330091 2106 575 13196 302
1980 1502 809 2788124 15810 863
1990 1563070 2520524 16 477 763
2000 646 148 1488 441 13 580 042
2010 467 125 687 260 12991916

Decline of the state 1095945 1833 264 3485 847

between the year with

the highest production

and year 2010 in

numbers

With the decrease of breeding the rise
of prices is caused by the principle of offer and
demand, which then reflects in decrease of
consumption, not just of pork, which could be
even a positive effect of this economic misery
regarding healthy food, but of
that should have higher
consumption rates due to their positive effect

also
commodities

on the nutrition of population. It is mainly
beef, milk and dairy products consumption.
The course of consumption of selected
commodities is shown in Chart 3, which
presents a radical decline of consumption since
1990 until now. Also in this case we can
fact that the lack of local
production can anytime be replaced by import,

mention the

which is acommon practice in the global
environment. On the contrary, this helps
Slovakia to break away from less lucrative
sectors, to concentrate power and means for
more sophisticated production and this

contribute to building the so-called knowledge
society. Does it have sense to talk about the
necessities of maintaining the needed
production capacity in agriculture at all? If we
can import these commodities under more
convenient conditions from countries with
well-financed production what can we get
from purchase of domestic resources?! If we
unlike the politicians have the ability to think
strategically in a long-term horizon and do not
suffer from the ,blind kitties“ syndrome
staggering in a strategic interval of maximum
four years of administration then it definitely
has sense.

4. DOMESTIC FOOD AND
CONSUMPTION RATIO

It is an obligation of visionaries and
strategists of the society to draw attention to
threats and risks which can arise in future and
significantly affect economic processes and
the security of the state.
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Chart. 3 Consumption of selected types of food per 1 citizen in kg
Year Beef Pork Poultry Milk and Cereals of | Potatoes
dairy the value
products of grain
total total
1990 21,8 44,5 15,2 226,3 158,6 85,8
2000 9,1 331 17,1 160,2 132,7 68,1
2010 4,2 31,6 19,1 163,1 108,6 47,6
Differencein | 80,7 29,0 25,7 27,9 32,0 45,0
the time of
monitoring in
%

These threats can originate from the
extremes of weather as aresult of climate
changes, which can cause energy crises we
have already witnessed due to long-term cold
weather, such as last winter. This course of
events may lead to the lack of cereals on the
European market, which along with floods,
droughts and other extreme weather changes
may failure of trade with this
commodity. We can and must also think about
mass deaths of livestock in countries with
import policy, the so-called industrially
developed  countries of the  world.
Unfortunately, we have to think not just about
asymmetric, but also military conflicts of the
continental or global character, as claimed by
the classic that the world is closer to war when
it is being reassured about peace. In the same
dimensions within defence planning first we
have to decide on the food security concept not
just from the perspective of sensibility as the
guarantee for existential needs of the
population, but also because of the low
flexibility regarding the changed security
conditions. Unlike the industrial sectors,
adapting agriculture to crisis management
requirements is not a question of hours or

cause
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days, but at least months and years. It is clear
that such space for reaction to acute threats
cannot be created by any crisis situation. Let
us now use an example of one commodity and
using the previous charts present the readiness
of Slovak Republic regarding suchlike
situations. The dependence on massive import
is not just the problem of wrong business
balance of the state, but it as well shows the
level of strategic planning in the development
of agriculture. Chart 4. Shows the extent to
which the principle of food security according
to Grznar corresponds with reality. If it was
necessary to provide the population with
domestic

sources even in case of total

liquidation of breeding pigs i.e. without
preserving piglets and animals intended for
reproduction (of the basic herd) Slovakia is
able to provide just about 32% of the current
consumption. It gets even worse if we consider
preserving the basic herd. The share of
national production to annual consumption
represents almost the opposite of limits set for
food security in the given year. It is as well
dramatic with food security regarding other
crucial commodities produced by Slovak
agriculture.




Chart. 4

Example of contradiction between theory and practice of food security

regarding selected commaodity (pork) in 2010

Year | Average Average Annual Annual Current Current
live utility domestic domestic consumption limit of
weight of | weight of production production in the given food
slaughter | slaughter per 1 citizen per 1 citizen year in kg security
pigs (kg) | pigs when | in kg (with no in kg (with in kg of
slaughtered regard to 30% domestic
(kg) 30% reproduction) production
reproduction)
2010 110 80 10 6,7 31,6 28,4

In the conditions of relative openness of the market we start from the principle that food security
consists of maintaining production sources and amount of production at the level of cca 90% of the

estimated real consumption of basic commodities
2004).

of domestic agricultural production (Grznar

5. FOOD SECURITY
AND RESPONSIVENESS OF THE
ARMED FORCES

As it can be illustrated with the examples from
the history of military conflicts in the distant
or not so distant history, logistic support and
providing resources for conducting military
campaigns are more crucial for the final
success of military operations than technical,
technological or quantitative and qualitative
advantage over the enemy. Inconsistency in
cumulating resources for leading war or
quantitatively and qualitatively insufficiently
dimensioned material flows was the reason for
failures of great and the most developed
armies of the world, such as the French army
of emperor Napoleon or the German army in
both world wars, or the failure of the USA in
the Asian battlefields in the second half of the
20th century. Catering of armies during armed
conflict primarily affects the morale and thus
also effectiveness of the military operations.

The basic precondition for an adequate level of
catering in field conditions is enough resources
for hot foods, or the adequate nutritional value
of the meals served to soldiers in form of cold
food. The precondition for this is the sufficient
basis of internal (military) supplies and the
ability of the supply chain of the distribution
logistics to provide it on the national or global
market. If we ignore the various political
proclamations and  reassurances  about
guaranteeing national security based on
participating in the principles of collective
safety and if we can view the eventual crises
as accidental, unpredictable phenomena, we
have to consider all possible risks connected to
failures of these guarantees. All guarantees are
limited by the ability to identify risks and
estimated reasons for changes in the security
situation. Activation when planning collective
defence from the threats, or the threat that
could with its intensity significantly overcome
the estimated parameters means accepting the
necessary countermeasures, which had not
been part of any crisis plan. That means that
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the community or individual countries have to
reconsider their priorities regarding the usage
of tools necessary for minimizing the impacts
of crisis, primarily the protection of national
and then also collective interests.

In this context it is necessary that every
member state of any political, economic or
military community besides the strategy of
collective security has also the concept of
national defence, which determines the
principles of individual security guarantee in
certain areas. It is an alternative, not just in
case of failures of contract commitments at
political level, whose relativity has been
proved throughout history several times not
just in the field of military support. Similar
change of priorities can be expected in crises
caused by the lack of energy resources and of
course also of food in regional or global
criterion. We can talk about fatal
consequences for the North American and
European market with beef in case of radical
decline of cattle numbers in the countries of
Central and South America. We must openly
state that in comparison to the situation prior
to 1989 when the Slovak agriculture met the
demands of the citizens completely, now the
situation is absolutely different. If we want to
say what impact the responsiveness of the
Armed Forces of the Slovak Republic has on
the food security of the state represented in
Chart 4 on example of beef, we have to state
relevant data of standardized consumption of
this commodity according to the internal

norms of the armed forces. The relevant
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standard' represents the weight of pork
included in the daily relevance of food for
individual rations, which are divided according
to the type of state service and military
specialization, as can be seen in Chart 5. Apart
from the conservated rations of pork kept at
individual levels of supplies in the armed
forces totally of 30 DD (daily dose), fresh
meat except handy storages for storing food
for immediate processing of fresh meat (up to
48 hours), the armed forces are forced to
refresh supplies especially from external
sources since the first day of preparing hot
food during military operations.

When evaluating supply capacities it is
necessary to consider the fact that if the
current pork production of national resources
represents 6,7 or 10 kg of meat from the 31,6
kg annual consumption per citizen, we can
deduce that the out-of-Slovakia supplies of
23,9 or 21,6 kg can be considered very risky in
case of a big military conflict. This threat can
have form of a conflict in the region of the
supplier, but the conflict may also radically
restrict or eliminate the import of food
commodities and any goods in general.

If we need to express the level of
providing of the armed forces with pork,
which according to the availibility seems the
least risky then the armed forces have supplies
for 77 or 115 days of conducting military
operations. Reflected to the daily ration it

1 Service regulation of the Office of the state
service of professional soldiers No. 34/2010 on
providing rations and transport



would by just 0,018 or 0,027 kg in comparison
to the standard of 0,089kg. Of course, this is
the case if we do not restrict the consumption
of civilians in favor of the armed forces.

Chart. 5 Recommended amount of pork in the armed forces
ration
No. Type of food 1 2 3 4
(in kilogramms)
1. Pork 0,069 0,073 0,103 0,103
Average recommended amount per soldier/day 0,087

CONCLUSION

The author of the article analyzed the
course of the Slovak agriculture and focused
on the land as a good, which has in the global
economic dimensions lost its privileged
position of the food base guarantee not just in
the common conditions of the market, but also
in cases of threats. He highlights the fact that it
is not just the guarantee of maintaining sources
for food supplies in case foreign supplies fail,
but food security is very important for the
prevention of internal destabilization caused
by external and internal military and non-
military threats. The current state of food
security of the Slovak Republic does not just
affect negatively important
macroeconomical and social indicators as
trade deficit, unemployment, or
microeconomic  parameters form of
inconvenient type of consumed food, its
quality, price and other well-known facts, but
in fact, it is ahidden lie threatening the
existence of the state. A charge activated by
flightiness and incompetence when evaluating
food dependence, based on the analysis of
possible current open food market with no
regard to the perspective of threats and

several

in

consequent risks. This analysis directed to the
existence aspects of food security should be
a stimulus for more complex and more
detailed work with this issues and accepting
measures representing a qualitative shift in this
field in form of processing these measures into
security, defence strategy of the Slovak
Republic as well as resulting legislative and
internal legal norms.
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Abstract: In this paper we will be focused on the impact of the 2007 economic and financial crisis on the
equity of JP Morgan Chase & Co. In order to do so, a first chapter will be dedicated to overview the
financial and economic crisis. In a second chapter we will present JP Morgan Chase & Co, their
activities, products, services (...) and in a third chapter we will analyze the fluctuations of the equity of
JP Morgan chase & Co on the period of 2007 till 2011.

1. Overview of the 2007 economic and
financial crisis;

Like all previous cycles of booms and
busts, the seeds of the subprime meltdown
were sown during unusual times. In 2001, the
U.S. economy experienced a short recession.
Although the economy nicely withstood
terrorist attacks and the bust of the Internet
bubble, the fear of recession redly
preoccupied everybody's minds.

In the following we will review the financial
crisis and study the case of JP Morgan chase
Bank; the impact of the crisis on JP Morgan
chase and the procedures they implemented.
To keep recession away, the Federal Reserve
lowered the Federal funds rate 11 times; from
6.5% in May 2000 to 1.75% in December
2001. Creating a flood of liquidity in the
economy.

It found easy prey in restless bankers and even
more in restless borrowers who had no
income, no jobs, and no assets. These
subprime borrowers wanted to realize their
life's dream of acquiring a home. For them, it
was a sign of hope. More home loans, more
homebuyers, more appreciation in home
prices.

This environment of easy credit and the
upward spira of home prices made
investments in higher yielding subprime
mortgages look like the deal of the century.
The Fed continued to lower interest rate. In
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June 2003, the Fed lowered interest rates to
1%, the lowest rate in 45 years. What a
godsend for the whole financial market.
Houses were sold at a huge discount and
without any down payment.

Basically it was like everyone could buy his
house now and pay for it later. But the bankers
thought that it wasn't enough to lend the
candies lying on their shelves. They decided
to repackage the loans into collateralized debt
obligations and pass on the debt to another
ingtitution. Soon a big secondary market for
originating and distributing subprime loans
developed. To make things merrier, in
October 2004, the securities exchange
commission relaxed the net capitd
requirement for five investment banks;
Goldman Sachs, Merrill Lynch, Lehman
Brothers, Bear Stearns and Morgan Stanley.
Which freed them to leverage up to 30times or
even 40-times their initial investment.

Every good item has a bad side, and several of
these factors started to emerge alongside one
another. The trouble started when the interest
rates started rising and home ownership
reached a saturation point. From June 30,
2004, onward, the Fed started raising rates so
much that by June 2006, the Federal funds rate
had reached 5.25%, which remained
unchanged until August 2007.

There were early signs of distress. by 2004,
U.S. homeownership had peaked at 70%; no
one was interested in buying more. Then,



during the last quarter of 2005, home prices
started to fall, which led to a 40% decline in
the U.S. Home Construction Index during
2006. Not only were new homes being
affected, but also many subprime borrowers
now could not withstand the higher interest
rates and they started defaulting on their loans.
This caused 2007 to start with bad news
from multiple sources. Every month, one
subprime lender or another was filing for
bankruptcy. During February and March
2007, more than 25 subprime lenders filed
for bankruptcy, which was enough to start
the tide. In April, well-known New Century
Financial adso filed for bankruptcy.
Problems in the subprime market began
hitting the news raising more people's
curiosity and stories or gossips if | may say
started to leak out.

According to 2007 news reports, financia
firms and hedge funds owned more than $1
trillion in securities backed by these now-
failing subprime mortgages, enough to start a
global financial tsunami if more subprime
borrowers started defaulting. By June, Bear
Stearns stopped redemptions in two of its
hedge funds and Merrill Lynch seized $800
million in assets from two Bear Stearns hedge
funds. But even this large move was only a
small affair in comparison to what was to
happen in the months ahead.

It became apparent in August 2007 that the
financial market could not solve the subprime
crisis on its own and the problems spread
beyond the United State's borders. The
interbank market froze completely, Northern
Rock had to approach the Bank of England for
emergency funding due to a liquidity problem.
By that time, central banks and governments
around the world had started coming together
to prevent further financial chaos.

The subprime crisis's unique issues called for
both conventiona and unconventional
methods, which were employed by
governments worldwide. In a unanimous
move, central banks of several countries
resorted to coordinated action to provide
liquidity support to financia institutions. The
idea was to put the interbank market back on
its feet. The Fed started slashing the discount
rate as well as the funds rate, but bad news

continued to pour in from all sides. Lehman
Brothers filed for bankruptcy, Indymac bank
collapsed, Bear Stearns was acquired by JP
Morgan Chase, Merrill Lynch was sold to
Bank of America, and Fannie Mae and
Freddie Mac were put under the control of the
U.S. federal government.
By October 2008, the Federal funds rate and
the discount rate were reduced to 1% and
1.75%, respectively. Central banks in
England, China, Canada, Sweden, Switzerland
and the European Central Bank aso resorted
to rate cuts in order to aid the world economy.
But rate cuts and liquidity support in itself
were not enough to stop such a widespread
financial meltdown.
The U.S. government then came out with
National Economic Stabilization Act of 2008,
which created a corpus of $700 billion to
purchase  distressed  assets,  especially
mortgage-backed securities. Different
governments came out with their own versions
of bailout packages, government guarantees
and outright nationalization.
The financia crisis of 2007-08 has taught us
that the confidence of the financial market,
once shattered, can't be quickly restored. In an
interconnected world, a liquidity crisis can
very quickly turn into a solvency crisis for
financia institutions, a balance of payment
crisis for sovereign countries and a full-blown
crisis for the entire world. But the silver lining
is that, after every crisis in the past, markets
have come out strong to forge new
beginnings.

2. J.P. Morgan Chase & Co:

JP. Morgan Chase is one of the
world's leading global banks, with one of the
most extensive client bases in the world. It
clients include corporations, governments,
states, municipalities, healthcare
organizations, educational institutions, banks
and investors in more than 100 countries.
They provide strategic advice, lend money,
raise capital, and help manage risk, extend
liquidity and hold global leadership positions
in all of our major business lines. Their goal is
to help clients succeed, contribute to orderly
and well-functioning markets and support
global economic growth. One of the most
important functions is extending credit to
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companies to help them grow.

JP Morgan Chase have been helping their
clients do business for more than 200 years,
and in the words of one the founders, have a
proud history of doing "only first-class
business... in a first-class way." Their culture
is defined as one driven by performance,
partnership, meritocracy, incluson and
directness.

The firm is a leader in investment banking,
financial services for consumers, small
business and commercial banking, financia
transaction processing, asset management and
private equity. In the following, we will
focalize our interests on two main parts of J.P.
Morgan chase's activities; first the mergers
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and acquisitions and second the equities.

2.1. Mergersand Acquisitions:

JP. Morgan Chase is one of the
leading merger and acquisition advisory firms
today, taking a top spot in many of the
rankings for this sector. The firm's in-depth
expertise extends to a wide range of strategic
M&A transactions, including asset purchases
and  dispositions, restructurings  and
reorganizations. With its strong relationships
with many of the leading financial sponsors
groups, J.P. Morgan Chase is also able to help
clients gain access to today’s growing pool of
private equity financings.

Examples of M&A by earn out (2001-2011):

Deal value Earn-out
(mm$) Target AcquirerR | Earn-out | (%)
Date Target Acquirer Region egion (mm$)
British Energy | Electricite
24/09/08 | 23,143.50 pic de France Europe Europe 10,100.00 | 43.60%
29/08/10 | 24,476.70 Genzyme Corp | Sanofi- N.America | Europe 3,664.90 | 15.00%
Aventis
Mobile
Telephonelice
18/02/04 | 2,952.50 nce MTN Group | MEA MEA 2,567.40 | 87.00%
Marcellus shale
10/12/08 | 3,375.00 assets StatoilHydro | N.America | Europe 2,125.00 | 63.00%
8/9/08 | 7,938.90 Coa seam gas | Conocophilli | Australia N.America | 2,000.10 | 25.20%
assets ps
BSG Resources
30/04/10 | 2,500.00 (51%) Vale SA Africa S.America | 2,000.00 | 80.00%
Reliance
Industries Ltd
(23 Qil and
21/02/11 | 9,000.00 GasBlocks) BPplc India Europe 1,800.00 | 20.00%
8/12/10 | 1,830.00 Mesoblast Ltd | Cephalon Australia N.America | 1,700.00 | 92.90%
Inc
Plains
Exploraiton
Chesapeake & Production
30/06/08 | 3,300.00 Energy Co N.America | N.America | 1,650.00 | 50.00%
Piramal
Healthcare Ltd
(DomesticForm
ulations Abbott
21/05/10 | 3,800.00 Business) Laboratories | India N.America | 1,600.00 | 42.10%
2.2. Equities:
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J.P. Morgan Chase is a global leader in



providing a wide range of innovative equities
solutions to investor and issuer clients from
initial public offerings, secondary placements
and equity-linked structures, to private
placements, equity derivatives products, and
block and portfolio trading services.

Offer of products and services:

e Worldwide trade execution services across
all exchanges and electronic networks.

e Progran and special equity trading
Sservices.

e Transition management services across all
asset classes.

e Sdles, trading and research services on

equity-based derivatives, aswell asrisk
management applications and structured
products.
A full range of equity-linked services,
including competitive pricing and complex
structuring  for  new  equity-linked
issuances, innovative ways to increase
conversion premiums for issuers, and sales
and trading services for institutiona
clients.

e Equity structuring and sales services in the
primary markets, including initial public
offerings, follow-on  offerings and
convertible securities.

e Clearance of OTC interest rate and credit
derivatives, foreign exchange, OTC
commodities and fixed income securities.

e Futures and options execution and clearing
services on approximately 70 exchanges
globally.

2.2.1. Cash Equities:
Serving corporate, institutional and hedge fund
clients, J.P. Morgan chase offers a full service
global equities platform, with execution
capabilities across all listed and OTC market
centers globally.

a. Block trading:
e Cash Salesand Trading
e Block Bids
e Reverselnquiry

b. Special equity trading:
JP. Morgan chase's Specia Equity Group

provides the firm's corporate, institutional and
private equity clients with structuring advice
and trade execution for non-traditional equity
transactions. The group provides a multi-
disciplinary approach in advising and solving
acorporation’s equity-related issues.
e Corporate Share Repurchase Programs
e Stock and Portfolio Sales
e Venture Capital Distributions

c. Portfalio trading:

JP. Morgan chase 's execution capabilities
cover the world’s major equity markets, with

memberships across most maor markets
(MSCI al country world index, MSCI
EAFE...). They use proprietary order

management and trading systems, which are
designed to help achieve the most efficient and
seamless execution from front to back and
from inception to settlement.

Types of trade executed:

e Agency

e Guaranteed

e Incentive

e Exchangefor Physical (EFP)

e Exchange Traded Funds (ETF)

d. Electronic Client Solution:
Electronic Client Solutions (ECS) designs,
distributes and services leading edge analytics,
execution and liquidity products globally to
the client base. The complete ECS suite of
electronic products is designed to source
liquidity effectively across an ever-changing
landscape of liquidity centers, minimize
transaction costs and maintain anonymity
for our clients. ECS includes:
e Pre-and post-trade analytics
e Global direct market access and smart
order routing
e Global agorithmic trading products
e Differentiated liquidity

e. Commission management solutions:
The Commission Management Solutions
(CMS) Program alows the bank to execute
trades on behalf of clients a& an agreed
commission rate. The bank retains a portion of
the commission for its clearing and execution
services and disburses the remaining dollar
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amounts to pay for research or brokerage
services.

CMS program different structures.

e Client Commission Arrangements /
Commission Sharing Agreements

e Traditional Soft Dollar Arrangements

2.2.2. Equity Derivatives:

Institutional investors, distributors,
corporates and private investors benefit from
JP Morgan chase’s unparalleled scale, breadth
and expertise since they are aglobal firm with
extensive knowledge of derivatives across
all asset classes and they deliver a wide
range of products.

a. Flow derivatives:
ETFs

Equity Swaps

Equity Futures

Listed and OTC options
Volatility products

b. Structured finance solutions:

The Structured Finance team combines its
expertise in the lending and capital markets
offering innovative and  multi-faceted
structured financing solutions across equities
and other asset classes.

e Acquisition financing
e Hedging and monetizing solutions
e Derivatives-based strategies

c. Equity derivatives structuring:

Equity Derivatives Structuring draws from
a broad selection of strategies and products in
creating bespoke risk management solutions
specific to the client’s risk-reward profile. The
team provides exotics payoffs and cross-asset
solutions for clients ranging from pension
funds and insurance companies, to private
banks, retail banks and asset managers. The
Equity Derivatives Structuring group offers
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tailor-made solutions for clients drawing from
the trading and risk management expertise of
the entire EDG Trading platform. The

primary function of EDG Structuring is to
provide clients with the desired product payoff
and underlying exposure, with a focus on

ensuring  seamless  ongoing product
mai ntenance.

Solutions Offered:

e TradableIndices

e Equity Payoffs

e Fund Derivatives

e Strategic/Complex Structuring

d. Convertible equity derivatives:
Convertibles are hybrid instruments
that effectively marry the defensive nature of a
fixed income instrument with the upside
potential in the price of the underlying equity.

3. Analyze of the equity of JP Morgan
chase & Coon theperiod of 2007 till
2011

JP Morgan Chase & Co has in the first
quarter 2008 a net income of $702 million,
compared with net income of $3.0 billion in
the fourth quarter of 2007. Earnings per share
were $0.07, compared with $0.86 in the fourth
guarter of 2007. For the full year 2008, net
income was $5.6 hillion, or $1.37 per share,
down 64% from $15.4 billion, or $4.38 per
share, in 2007.
When a look is taken on the results of the
investment banking operations we will see that
net revenue was negative $302 million, a
decrease of $3.5 hillion from the prior year.
Investment banking fees were $1.4 hillion,
down 17% from the prior year. Advisory fees
were $579 million, down 10% from the prior
year, reflecting decreased levels of activity,
partially offset by improved market share.
Debt underwriting fees were $464 million,
down 1% from the prior year. Equity
underwriting fees were $330 million, down




39% from the prior year. Fixed Income
Markets revenue was negative $1.7 hillion,
compared with $615 million in the prior year.
The decrease was driven by $1.8 billion of net
markdowns on leveraged lending funded and
unfunded commitments; $1.1 billion of net
markdowns on mortgage-related exposures,
weak trading results in credit-related products;
and losses of $367 million from the tightening
of the firm’s credit spread on certain structured
liabilities. These results were largely offset by
record performance in rates and currencies and
strong performance in commodities and
emerging markets. Equity Markets revenue
was negative $94 million, down by $672
million from the prior year, reflecting weak
trading results and losses of $354 million from
the tightening of the firm’'s credit spread on
certain structured liabilities, partially offset by
strong client revenue across products,
including prime services. Credit Portfolio
revenue was $90 million, down $232 million
from the prior year For the retail financial
service the net income was $624 million, a
decrease of $107 million, or 15%, from the
prior year, as a significant increase in the
provision for credit losses was predominantly
offset by positive MSR risk management
results and the postive impact of the
Washington Mutual transaction. Net revenue
was $8.7 hillion, an increase of $3.9 hillion, or
81%, from the prior year. Net interest income
was $4.7 billion, up $2.0 billion, or 75%,
benefiting from the Washington Mutua
transaction, wider deposit and loan spreads,
and higher loan and deposit balances.
Noninterest revenue was $4.0 billion, up $1.9

management results and the impact of the
Washington Mutual transaction were offset
partially by a decline in mortgage production
revenue. The provision for credit losses was
$3.6 hillion, an increase of $2.5 billion from
the prior year, as housing price declines
continued to result in significant increases in
estimated losses, particularly for high loan-to-
value home equity and mortgage loans. The
provision includes $1.6 billion in addition to
the allowance for loan losses for the heritage
Chase home equity and mortgage portfolios.
Home equity net charge-offs were $770
million (2.15% net charge-off rate; 2.67%
excluding purchased credit impaired loans),
compared with $248 million (1.05% net
charge-off rate) in the prior year. Subprime
mortgage net charge-offs were $319 million
(5.64% net charge-off rate; 8.08% excluding
purchased credit impaired loans), compared
with $71 million (2.08% net charge-off rate) in
the prior year. Prime mortgage net charge-offs
were $195 million (0.89% net charge-off rate;
1.20% excluding purchased credit impaired
loans), compared with $17 million (0.22% net
charge-off rate) in the prior year. The
provision for credit losses was also affected by
an increase in estimated |osses for the auto and
business banking loan portfolios. Non interest
expense was $4.0 hillion, an increase of $1.5
billion, or 59%, from the prior year, reflecting
the impact of the Washington Mutua
transaction, higher mortgage reinsurance
losses, and increased servicing expense.

We will analyze in the following the evolution
of the JPM index compared to the S&P 500
since 2007 till the end of 2011 using data

billion, or 88%, as positive MSR risk extracted from yahoo finance.

Data: “JPM-NYSE”
Date Open High Low Close Volume Adj Close
12/1/11 30.86 34.19 30.03 33.25 39824000 33.01
11/1/11 32.47 35.18 28.28 30.97 42755300 30.75
10/3/11 30.03 37.54 27.85 34.76 52929900 34.51
9/1/11 37.62 37.82 28.53 30.12 51162600 29.64
8/1/11 41.16 41.37 32.31 37.56 53060700 36.97
7/1/11 40.81 42.55 38.93 40.45 35224400 39.81
6/1/11 42.87 42.99 39.24 40.94 37963700 40.05
5/2/11 45.94 46.07 41.69 43.24 29295500 42.3
4/111 46.55 47.8 43.53 45.63 30074100 44.63
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3/1/11 46.47 47.1 434 46.1 30781900 44.85
2/1/11 45.2 48.36 44.3 46.69 32819500 45.42
13/11 43 45.94 42.65 44.94 42552800 43.72
12/1/10 37.95 43.12 37.65 42.42 30827200 41.22
11/1/10 37.61 41.34 36.83 374 37815300 36.34
10/1/10 38.34 40.72 36.21 37.63 46145300 36.57
9/1/10 36.74 41.5 36.66 38.06 36763200 36.94
8/2/10 40.98 41.7 35.55 36.36 34464200 35.29
7/1/10 36.54 41.24 35.16 40.28 40895800 39.09
6/1/10 39.32 39.96 36.51 36.61 45953900 35.48
5/3/10 42.97 43.73 37.02 39.58 58929200 38.36
4/1/10 45.03 48.2 42.23 42.58 47705200 41.27
3/1/10 42.03 46.05 41.34 4475 34545400 43.32
2/1/10 39.1 42.31 37.03 41.97 49681900 40.63
1/4/10 41.79 45.19 38.07 38.94 56985000 37.7
12/1/09 42.61 43.09 40.04 41.67 35273800 40.29
11/2/09 42.18 44.99 40.75 42.49 34144700 41.09
10/1/09 43.4 47.47 40.53 41.77 41631800 40.39
9/1/09 43.08 46.5 40.75 43.82 35768700 42.32
8/3/09 39.12 44.24 38.99 43.46 42084800 41.97
7/1/09 34.27 39.47 31.59 38.65 51023000 37.33
6/1/09 374 37.73 32.18 34.11 66293200 32.9
5/1/09 32.85 38.94 32.06 36.9 80175600 35.59
4/1/09 25.29 35.21 25.29 33 105136100 31.82
3/2/09 21.7 29.6 14.96 26.58 131367700 25.59
2/2/09 25 27.97 18.75 22.85 96059900 22
1/2/09 31.19 31.64 17.7 2551 82295000 24.56
12/1/08 30.67 37.7 24.61 3153 53642600 29.99
11/3/08 41.25 42.5 19.69 31.66 76786200 30.11
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Data: “ S& P 500"

Date Open High Low Close Volume Adj Close
12/1/11 1246.91 1269.37 1202.37 1257.6 3667346600 1257.6
1111 1251 1277.55 1158.66 1246.96 4287457600 1246.96
10/3/11 1131.21 1292.66 1074.77 1253.3 4874946600 1253.3
9111 1219.12 1229.29 1114.22 1131.42 5104933800 1131.42
8/1/11 1292.59 1307.38 1101.54 1218.89 4942913400 1218.89
7/1/11 1320.64 1356.48 1282.86 1292.28 4308168000 1292.28
6/1/11 1345.2 1345.2 1258.07 1320.64 4105601300 1320.64
5/2/11 1365.21 1370.58 1311.8 1345.2 4114534200 1345.2
4/1/11 1329.48 1364.56 1294.7 1363.61 4042194000 1363.61
3/1/11 1328.64 1332.28 1249.05 1325.83 4046691700 1325.83
2/111 1289.14 1344.07 1289.14 1327.22 3225297300 1327.22
13/11 1257.62 1302.67 1257.62 1286.12 4816605000 1286.12
12/1/10 1186.6 1262.6 1186.6 1257.64 3762922700 1257.64
11/1/10 1185.71 1227.08 1173 1180.55 4354084200 1180.55
10/1/10 1143.49 1196.14 1131.87 1183.26 4432102300 1183.26
9/1/10 1049.72 1157.16 1049.72 1141.2 3993981400 1141.2
8/2/10 1107.53 1129.24 1039.7 1049.33 4044967700 1049.33
71110 1031.1 1120.95 1010.91 1101.6 4704026600 1101.6
6/1/10 1087.3 1131.23 1028.33 1030.71 5235174000 1030.71
5/3/10 1188.58 1205.13 1040.78 1089.41 6626699400 1089.41
4/1/10 1171.23 1219.8 1170.69 1186.69 5847150900 1186.69
3/1/10 1105.36 1180.69 1105.36 1169.43 4702951700 1169.43
2/1/10 1073.89 1112.42 1044.5 1104.49 4658238400 1104.49
1/4/10 1116.56 1150.45 1071.59 1073.87 5071601500 1073.87
12/1/09 1098.89 1130.38 1085.89 11151 4163287200 11151
11/2/09 1036.18 1113.69 1029.38 1095.63 4443852500 1095.63
10/1/09 1054.91 1101.36 1019.95 1036.19 5451064000 1036.19
9/1/09 1019.52 1080.15 991.97 1057.08 5633064200 1057.08
8/3/09 990.22 1039.47 978.51 1020.62 5764944200 1020.62
7/11/09 920.82 996.68 869.32 987.48 5080675400 987.48
6/1/09 923.26 956.23 888.86 919.32 5330941800 919.32
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5/1/09 872.74 930.17 866.1 919.14 6883268000 919.14
4/1/09 793.59 888.7 783.32 872.81 6938945600 872.81
3/2/09 729.57 832.98 666.79 797.87 7633306300 797.87
2/2/09 823.09 875.01 734.52 735.09 7022036200 735.09
1/2/09 902.99 943.85 804.3 825.88 5844561500 825.88
12/1/08 888.61 918.85 815.69 903.25 5320791300 903.25
11/3/08 968.67 1007.51 741.02 896.24 6231635200 896.24
10/1/08 1164.17 1167.03 839.8 968.75 7226593900 968.75
9/2/08 1287.83 1303.04 1106.42 1166.36 6900428500 1166.36
8/1/08 1269.42 1313.15 1247.45 1282.83 4264482300 1282.83
7/1/08 1276.69 1292.17 1200.44 1267.38 5923937200 1267.38
Adj Close
1800
1600
1400
1200
1000
BOO wm—fdj Cloze
600
400
200
4]
1/3/07 1/3/08 173709 1/3/10 1/3/11

Important statistic kevs of the S&P 500 and JPM (adj close):

JPM S&P 500
hiean 3863 121065
Standard deviation 554 20543

Using a excel spreadsheet, we calculated also  charts of the adjusted close of PMJ index and
the correlation between the evolution of the the S&P 500 since the variation of both

JPM index and the S& P 500 portfolio. indexes is the very similar. We notice also the
peak of the economic and financial crisis in
Correlation=0.72 the year 2009, the biggest decline of both

indexes in the chose period following the
The correlation is close to 1, so the evolution  Subprime crisis.
of the JPM index and the S&P 500 index is
very significant during the 2007-2011 period.
We can see this significant correlation on the
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Conclusion:

JP Morgan Chase & co is a leading
global financial services firm with assets of
$2.2 trillion and operations in more than 60
countries. The firm is a leader in investment
banking, financial services for consumers,

small business and commercial banking,
financia  transaction processing,  asset

management, and private equity. However in
2008 this giant of finance has seen its results

fall from $2.3 billion in 2007 to $702 million
in 2008. Contagion has affected JP Morgan
who owned risky securities. Yet JP Morgan &
Chase was one of the banks that have best
lived the crisis. From 2009 onwards the results
are starting to rebound as it goes from $702
million in 2008 to $3.3 hillion in 2009. These
good results obtained in the middle of the
storm are evidence of the strength of JP
Morgan & Chase.
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CURRENT STATUSOF THE IMPLEMENTATION OF HUMAN
RESOURCE MANAGEMENT
INTERMSOF THE ARMED FORCESOF THE SLOVAK REPUBLIC
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Abstract: Human Resource Management is one of the key parts of the management of Armed
Forces of the Sovak Republic. Human Resource Management system in the armed forces has
undergone several significant transformational changes and went through couple of the
development stages. Practice and previous experiences confirm that the principles governing
military staff will need a systematic change. This change will contain mainly the legislative
aspects which will affect new law. These regulations significantly influence the decision-making
of citizens to serve in the armed forces. On the other hand, there is also the labour market
development determining these decision-making processes. As important as the regulations
mentioned above is the stabilization of the military staff. Streamlining and optimizing Human
Resource Management in the armed forces will need appropriate and sufficient funding.

Keywords. human resource management, professional soldiers, staff planning, professionalization,
l[abour market, crisis management

1. HUMAN RESOURCE
MANAGEMENT —A CRUCIAL
FUNCTION OF THE
MANAGEMENT

Human Resource Management is one of

the crucial managerial functions which
significantly influence the progress of the
organization in a turbulent market

environment. According to M. Armstrong, one
of the major management theorists, ,,Human
Resource Management is a strategic and
sophisticated logical approach in governing
the organization’s most valuable assets —
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people who work in it and who individually
and collectively contribute to achieving the
economic goals.” (2002, p. 27). This definition
is associated with the need for continuous
quality enhancement of the organization’s
most important resource — its employees which
are necessary to achieve its objectives and the
organizational strategy fulfilment. An effective
dialogue with employees which makes them
feel important and valuable for organization
plays an essential role in motivation and
performance of employees. Furthermore,
employees deepen their relationship with the



organization by this active dialogue and feel
the interdependence of their individual aims
and organizational objectives which overlap
and strongly affect each other. This leads to
the recruitment of a stable staff with an
eliminated risk of fluctuation to a minimum.
This characteristic of Human Resource
Management, taking into account the specific
environment and tasks, applies also in the Armed
Forces of the Slovak Republic.

Human Resource Management (hereinafter
“HRM”) contains a wide range of coherent
activities, such as: job analysis and description of
created jobs, staff planning, acquisition, selection
and recruitment process, staff evaluation, staff
deployment and termination of employment,
remuneration of employees, training and employee
development, employee welfare, relations with
employees, military information system.

In terms of the Armed Forces of the Slovak
Republic are individual functions of Human
Resource Management expressed by the “Act
346/2005 Coll. on state service of professional
soldiers of the Armed Forces of the Slovak
Republic and on amendment and completion of
certain laws”, which came into force on 1
September 2005. The appointments of this law
have been developed in a variety of different
regulations of individual levels of management of
the Armed Forces of the Slovak Republic.

2. HUMAN RESOURCE MANAGEMENT
INAMILITARY ENVIRONMENT OF
THE ARMED FORCESOF THE
SLOVAK REPUBLIC

In terms of the Armed Forces of the Slovak
Republic (hereinafter “AF SR”), as well as in
the civil sphere, it is necessary to ensure
continuous improvement of skills and abilities
of human resources, which are represented by
professional soldiers working in squad
structure, non-commissioned officers, warrant
officers, officers, generals. It is not just about
the continuous enhancement of their
knowledge, technical competence or physical
preparation but also about the improvement of
mental endurance, moral standards and
discipline.

One of the main tasks attributed to Human
Resource Management is a requirement to
ensure a sufficient number of applicants for

civil service entry with the required skills and
capacities for the AF SR. The main objective
of the military staff reform was the
establishment of a uniform HRM system for
military staff which has to be able to ensure
the inclusion of quality staff with the right
skills into a right unit in the required time.
This aim was achieved through following
activities:

- reducing the number of high military ranks,
changing the structure and increasing the
recruitment of professional soldiers in rank of
squad and non-commissioned officers,

- development of military staff with emphasis
on leadership, career growth and competitive
selection for preferment,

- implementation of an effective HRM system
that ensure the continuous professionalization
of the AF SR.

The starting point of military staff
management is centralization. Military staff of
the AF SR is managed by the Chief of the
General staff of the AF SR. Because of central
planning of resources and priorities, funding
and material resources intended to supplying
all professional soldiers has to be planned
from one point.

HRM processes are centralised and
standardized. This applies especially to the
following processes:

- recruiting and keeping staff,

- system of assigning staff to functions,

- system of evaluating the staff,

- system of preferment and competitive
selection of staff,

- system of staff records,

- system of quantity management,

- career development, education, training,
rotation of positions,

- leaving active service and care for military
retirees.

The entire process of centralisation sets
united HRM system for military staff.
Centralised system of service evaluation
ensures compliance with established standards
by professional soldiers in accordance with
their rank, their skills and their level of
experience. It guarantees equal opportunities
for professional development.

The centralised system of preferment
considers all professional soldiers in a way
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that allows the selection of the most qualified
staff with the highest potential. Centralised
information system of HRM takes care of
stable, accurate and timely data flow of staff
records enabling refilling and keeping staff,
ensuring maintenance of joint qualification
standards and allowing targeted application of
personal and financial resources to achieve
stated objectives.

3. PROFESSIONALIZATION OF THE
ARMED FORCESOF THE SLOVAK
REPUBLIC AND MODELS

Establishment of the AF SR raised many
issues and attitudes that were for but also
against professionalization. These attitudes
were not of a destructive nature, on the
contrary they brought new approaches. The
professionalization process in terms of the AF
SR was a very complex issue. The main
reasons that led to the professionalization of
the AF SR in our conditions were similar to
reasons in armed forces of industrialized
countries, especially:

- objective requirements to increase the
commando force, combat ability, combat
readiness and preparedness,

- enhancement of the level of consistency
and effective fulfilment of social roles in
society in terms of fulfilling its reliable
defence and security,

- performance enhancement in terms of
using all available resources,

- improvement of maintenance of advanced
technology and care of military equipment
and weapons,

- enhancement of their compatibility,
integrity and standardization with much
less fragmentation.

The professionalization of the AF SR was
related with a problem of the change in the
nature of military profession. Military
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profession ceased to be a lifelong occupation.
Legitimate social security benefits for
professional soldiers still arouse interest in this
profession among young generation primarily
from poorer regions of Slovakia where is a
lack of job opportunities.

At present, the professionalization is based
on the process of recruitment of professional
soldiers through a transparent selection based
on unbiased choice enabling people with the
major assumptions to promote for short-term
and long-term service.

Complicated process of transformation and
reorganization of the AF SR took place
alongside the professionalization. This process
is still not finished and will not be finished.
Since the beginning of the transformation
process, several documents describing the
direction the AF SR should move and what
objectives must be achieved each year were
issued. These follow-up documents are known
in practice as models. These three models have
been created:

Model 2010 was put into force in 2001 as
the first model with its full name “A long-term
plan of the structure and development of the
AF SR’ . This model considered as the aim of
the development of the AF SR the
transformation of the Army of the Slovak
Republic to a relatively small but high-quality,
reasonably armed and trained AF SR.

Model 2015 with full name “A long-term
development plan of the of the Ministry of
Defence with a view to 2015, governing the
AF SR today, set preconditions for operation
and development of the AF SR. Limits of
defence resources consisting of human,
material and financial resources are the
decisive factor. The size of the available
resources directly influences the quality and
quantity of tasks and measures that ensure the
defence of Slovak Republic.



Model 2020 is the latest model which
should be implemented during years 2011-
2012 and will be valid from 1 January 2013.
Responsible top managers (executives)
recommend retain the structure of the
distribution of funds assigned to the Ministry
of Defence of the Slovak Republic in a ratio of
80% for operation and 20% for investments
and modernization.

Each of these models involves a
requirement for admission of new professional
soldiers to improve the individual members
and the AF SR as a whole.

To conclude this part it is necessary to note
that the models constructing the AF SR, as
they were declared, are influenced particularly
by political and economic factors. Many
intensions  have  therefore = not  been
implemented yet, mostly in the area of
technology modernization but also in area
related to the development of new social and
personnel laws.

4. PERSONNEL PLANNING AND
RESPONSIBILITY FORITS
IMPLEMENTATION IN CONDITIONS
OF THE ARMED FORCESOF THE
SLOVAK REPUBLIC

Issues like how many professional soldiers
to recruit and which features will be
considered as most important should be
planned in advance. Hence the personnel
planning are necessary for efficient selection
of professional soldier in conditions of the AF
SR. Personnel planning has to be based on
established strategy and outlined objectives of
organisation and has to be in compliance with
mission and vision of organisation.

Personnel planning in the AF SR are
provided by two control components:

1. Ministry of Defence of the Slovak
Republic (MOD)

2. General staff of the AF SR (hereinafter
“AF GS”)

MOD is internally divided into a number of
basic organizational units, where the Section
for defence policy, international relations and
legidlation has a leading position for personnel
planning. The area of personnel planning
consists essentially of activities related to the

human resource policy, remuneration policy,

social and housing policy, education including

foreign language courses and professional
sport as well as sending members of the AF SR
in operations and missions abroad.

AF GS is internally divided into many
components, where the Saff for supporting
operations is the most important component in
the area of personnel planning. Staff for
supporting operations itself is divided into
three departments and the most important for
necessary tasks of Human Resource
Management is the Department of Personnel
Management divided into four divisions:
divison for staff planning, division for
integration of programs, division for staff
development and division for staff supporting.
Among these divisions, mainly the division for
staff planning is responsible for activities in
the area of personnel planning and ensures
particularly fulfilment of these tasks:

- elaborates the policy and concept of human
resources for conditions of the AF SR and
assures their implementation in relation to
professional soldiers and employees
performing work in the public interest,

- processes internal  normative  acts,
standards and regulations for the
implementation of personnel and social
policy and the performance of personnel
management in relation to professional
soldiers and employees performing work
in the public interest,

- processes the tables of numbers of units
and equipments of the AF SR,

- oversees the personnel
system in all its areas,

- processes the documents for
systematization of military ranks based on
the approved internal organizational
structure on the unions, formations, units,
offices and equipments of the AF SR,

- processes the draft of systematization of
functions for professional soldiers in the
AF SR and in scope of the head of the staff
at the ministry, processes the draft of
systematization for temporarily allocated
professional ~ soldiers and  ensures
compliance with the limits of military
ranks set by systematization,

management
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- manages the overall limits on the numbers
of professional soldiers in accordance with
the species of the armed forces, military
expertise and military ranks, determines
limits for refilling of staff,

- assesses the state of personnel readiness as
a part of operational readiness of units,

- plans and manages refilling
development of the AF SR.

Process of personnel planning culminates
in the formation of a personnel plan with a
specified number of professional soldiers
which need to be recruited into the AF SR.
Subsequently, personnel planning must be
followed by recruitment and process of
refilling of personnel, where requirements
generated from personnel planning are
implemented into practice.

The AF SR recruiting strategy is based on
the search for future professional soldiers
among students of secondary and higher
education. The situation on the national labour
market as well as the number of graduates
allows refill the number of professional
soldiers with required education.

Recruitment and selection of new
professional soldiers is provided by Personnel
office which is subordinated to AF GS and
located in the Armed Forces Academy.
Personnel office has also eight subordinate
Groups for refilling of personnel which were
recently known as recruiting centres. They are
located in county capitals and their current
deployment is in these towns: Bratislava,
Trencin, Nitra, Banskd Bystrica, Zilina,
Trnava, PreSov a Kosice. Groups for refilling
of personnel follow plan indicating their main
task which consists of contacting qualified
citizens and obtaining the necessary number of
them with the required skills.

All people interested in accessing to the AF
SR after their successful admissions have to

and
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undergo the vocational training whose length
depends of their future enlistment. After
meeting strict criteria of selection, they
confirm by signing a three-year contract their
function in the AF SR. After those three years,
a selection among professional soldiers takes
place, when less quality soldiers are obliged to
leave the AF SR and are replaced by new
applicants. All successful members obtain a
proposal for a new contract. The success of the
AF SR requires the system of refilling new
professional soldiers that is complementary
with  maintenance  programs that are
considered a type of recruitment and selection
of experienced soldiers during their service.
The entire process of refilling of personnel
consists of several selective activities leading
to a success. These activities are composed of
series of steps like dissemination of
information, identification of potential
applicants or explanation of options offered by
the AF SR. The AF SR need a permanent
implementation of personnel marketing to
obtain a sufficient number of applicants for
state service of professional soldier, leading to
the formation, maintenance and stabilization of
required composition of professional soldiers.
Selection process is the main tool for
recruitment and selection of new members of
the AF SR of citizens who have registered as
candidates for admission into the state service
of professional soldiers. If the applicant meets
all assumptions progresses to the next round of
selection provided by the Centre of personnel
selection located in Armed Forces Academy in
Liptovsky Mikulés. Process of selection in this
centre takes two days. First day all applicants
undergo the verification of their mental
competency by a psycho-diagnostic screening
carried out by a psychologist. He also detects
their individual and moral assumptions
through personal questionnaires and projective



tests and their level of performance through
performance tests. After completing and
evaluating the tests, the applicants undergo an
interview with a specialist — psychologist who
offers successful applicants the appropriate
specializations. The failure in the verification
of psychical resistance is the leading cause of
rejection of the candidate. One quarter of
candidates fails in psychological tests. Those
who succeed and are considered mentally
competent for execution of state service of
professional soldier are undergoing tests of
physical ability carried out by testing physical
performance  of  citizen under  the

Announcement of MOD no. 495/2005 Coll.
The career of professional soldier

represents a progression of the professional
soldier in individual functions during the
service. In individual rank corps, the models of
military career are generating for each
specialization of military expertise.

The process of the career of professional
soldiers, their planning, organizing and
managing is influenced by these factors:

- minimum time of the state service in rank
— after its expiry, the professional soldier is
assigned to the first competitive selection,

- second competitive selection which takes
place one year after the first competitive
selection — these results decide about
preferment or inclusion in maintenance
program or release of the professional
soldier of the service by expiration of the
period of his/her state service,

- setting of the period of the state service in
rank — before its expiration, the results
from the second competitive selection will
decide on the perspective of a professional
soldier — on his/her preferment or inclusion
in maintenance program or termination of
the service,

- maximum time of the state service in rank
— after its expiry, the professional soldier is
released from service,

- release from service by reaching the
physical age of 55 the professional soldier.

5. PROBLEMSAND POSSIBLE
SOLUTIONS OF THE CURRENT
SYSTEM OF HUMAN RESOURCE
MANAGEMENT IN THE ARMED
FORCESOF THE SLOVAK REPUBLIC

Since its inception, the system of personnel
management in the AF SR has undergone
several changes which impacted positively but
often also negatively the implementation of
human resource strategy and policy. The
adoption of several laws affecting the state
service of professional soldiers (Act 346/2005
Coll.) as well as the Act on social security of
policemen and soldiers (Act 328/2002 Coll.)
played an important role.

The original Act on state service of
professional soldiers (Act 346/2005 Coll.) was
modified by successive unsystematic changes
to the detriment of the system. The proposed
amendments have not been fully accepted and
mostly withdrawn because of their large size.
At present, a new Act is in preparation on the
basis of the original Act with a partial change
in philosophy from the temporary service (for
some categories of soldiers) to the long-term
(permanent) service.

The implementation of the personnel
strategy and policy as well as the entire HRM
system in the AF SR is determined by
financial limits. These limits significantly
affect the options for repletion the created
structures of the AF SR. The numbers which
can be funded should be monitored instead of
the table numbers because they truly influence
real numbers of the armed forces (since 2010,
the AF SR can fill only 92% of positions,
which means 13 567 professional soldiers),
while the funding ability actually dropped to
the current 86,25%.

To the 31.12.2011 was thus repletion of
professional soldiers and employees as
following: 12 719 professional soldiers of
planned 14 747, 4 308 employees of planned 4
422 (97,42%).

Negative phenomena affecting Human
Resource Management
The AF SR continues to lose their

elaborated position on the labour market,
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which also means a loss of competitiveness of
military profession on the civil labour market.
To the 31.12.2011, 747 professional
soldiers have left the AF SR for various
reasons compared to an acquisition of 459
professional soldiers. This fact is affected by a
number of factors such as:
- continual organizational changes,
- unstable legislation, which makes the
whole system unstable,
- floating degree of costs on defence, etc.
We can consider the fact of the loss of
illusions about military service upon arrival to
a military unit as very negative, where because
of the financial options a soldier cannot
perform the tasks for which he was received.
Commanders often misunderstand the
transversal system of releasing the starting
positions for recruitment and the related

selection of staff to a preferment and
replacement after the fulfilment of the
commitment.

In conditions of the AF SR, it is not
possible to occupy positions that are multiple
overpaid in the civil labour market. The
increasing of wages in the armed forces ceased
to copy the increasing of wages in the civil
market. Benefits provided by the armed forces,
are overcome by many employers in the civil
sector. Uncertainty in the social security of
professional soldiers also acts on candidates
interested in military service in a demotivating
way, and causes interest in the release at own
request. Military staff is getting old what
creates assumptions for increasing the
percentage of releases from obligatory reasons.

For these and the other reasons, the aim of
the area of management of military staff will
be the reducing of releases of professional
soldiers up to 600 in 2012. It will be necessary

to balance the ratio of releasing the
professional  soldiers and  recruitment.
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Admittedly, the stabilization of the AF SR is
indispensable.

Future development of Human Resource
Management in the Armed Forces of the
Sovak Republic

At the end of our view at the current state
and perspectives of HRM in the conditions of
the AF SR it is needed to outline some aspects
which give a presumption of its quality
development. In this context, it is evident that
the entire issue of the management of the
military staff depends of the allocated financial
resources in the future. Simultaneously,
legislation or rather enactment of new laws on
military service and social security of
professional soldiers play a significant role. In
particular, we mean the motivating and
stimulating nature of these laws that will affect
the stabilization of the staff. In terms of the
fulfilment of the personnel strategy and policy
of other personnel functions, it is possible to
outline as an example the need of quality
enhancement of information in  the
implemented integrated information system
and by this make the system of personnel
management more efficient.

In cooperation with the Armed Forces
Academy of the general M. R. Stefanik
in Liptovsky Mikulas, there is the possibility
of permanent refilling of the armed forces by
professionally and linguistically qualified staff
and ensure its career support and lifelong
learning. It is also possible to provide qualified
staff for the needs of national and international
crisis management and the needs of filling
positions in international organisations.

From the perspective of  the
implementation of international commitments
related to the reorganisation of NATO
command structures, it is necessary ensure the
practical  implementation  of  political



commitments in this area — 100% occupancy
of the allocated international positions within
the headquarters and agencies of NATO.

To ensure the tasks of national and
international crisis management, it is necessary
to design and after the necessary legislative
changes to implement:

- effective use of the system of active
backups,

- develop military tradition and develop
work with families,

- develop work of interest groups, etc.
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Abstract: Effectiveness and efficiency: two terms often confused, two terms that for many users mean the
same. Although the standard SR EN ISO 9000:2006 presents definitions of effectiveness and efficiency, it
is difficult to assess whether a given activity is or not effective or efficient. The problem is even more
complex if we decide to determine the effectiveness and efficiency in quality management processes,
belonging in this case to different quality control phases.
Can effectiveness and efficiency be quantified?
Can they be determined by a formula?
How are the results of calculation to be interpreted?
To answer these questions, we started a project, so as to single out a method for determining the
effectiveness and efficiency of quality control processes, as part of quality management, starting the
assessment by calculation of these indicators. The project aims to rethink the current concept of quality
control activities, by instituting the basic principles of effectiveness and efficiency.
According to academic literature, through efficiency is understood the state of achieving predetermined
targets. Effectiveness is assessed based on the effort (material/ human) submitted to the objectives.
Home project aims to:
Improve performance in quality management/control based on measurable objectives;
Determine formulas for calculating the effectiveness and efficiency,
The originality of the paper work consists of determination by calculation of the effectiveness and
efficiency of the quality control activity and as well of the interpretation manner of the achieved values.
Keywords: quality, management, effectiveness, efficiency, running inspection, final inspection

1. INTRODUCTION applying these formulas within the quality
management department I lead.
Effective and efficient are very 2. DEFINITIONS
common business terms. Most of people tend
to mix their meanings and usage occasionally.
It is very important to define the two notions
which help us to create a better set of
measures. Effectiveness is doing the right

Effectiveness: “the extent to which
planned activities are realized and planned
results are achieved” [1]

Effectiveness = objective achievement

things and efficiency is doing the things right. measure.
With the help of this project I wanted to Effectveness = the ratio of realized and
determine the calculus relationship between the proposed target.

the effectiveness and efficiency of control
processes and their verification in practice,
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Efficiency: ’relationship (ratio)
between the result achieved and resources
used” [1]

Efficiency = ratio of predefined quality
objectives and effort required to achieve
objectives.

Efficiency is a measure of economic
(cost-benefit relationship).

3. RESEARCH METHODOLOGY/
APPROACH

The method is based on a case study,
on observations of existent situation and on
willing of quality process improvement.

The project is about determination of
effectiveness improvement method and the
efficiency of quality assurance processes,
starting from the calculating evaluation of
these indicators. The project’s goal is a
rethinking of actual concept regarding the
quality control activity on the basis of
effectiveness and efficiency principle. Within
this project, my goal is to determine the
calculating proportions of the effectiveness
and efficiency of control processes from the
quality assurance activity and their practical
check as well, by application of that formula to
activity of quality management department of
company where I am working.

We started from situation assesment of
the quality control activity, namely the control
of the various production processes, following
the flow chart of the control preocesses (fig.1).

BIOLESs control flow diagram

Check freight
put

Verification
Module assembl;

Check - VK
Pre-confectiof 7]

Check out

WAP]

Check RBA
final ssemly
delive:
Fig.1 Process control flow diagram

It is very important to identify all
phases of control over production process. The
well known rule of ten: the later a effect is

being discovered, the more expensive are
implications and its corrections” [2] is also
applied in this case.

This rule, applied to production
processes in DRM, looks like the figure below

(fig. 2).

[QIENIy costs growth depending on the place

/1472010

Fig. 2 Increased costs depended on where
quality nonconformities are discovered.

We can observed that the highest costs
of non-quality, occur when product defects are
found in the most advanced stages of
execution, exponentially increasing as we
approach the final product.

Costs are higher if product errors are
discovered by client, or even the end customer
or car buyer in the case of auto industry.

Following discussions of the quality
management department, have established the
necessary steps to determine the calculation
formula:

a) Setting the time period for the
addition of errors documented for
each verification process and within
each main production process.
Taken into consideration were last
160 days (eight month).
Documenting daily life activities
for two days of each quality
worker, then their categorisation
within five main activities.

b)

¢) Internal assessment documented
errors (sum of the internal
evaluation system).

d) Evaluation of errors  from

complaints (sum of errors recorded
in complains).
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e) Determination of  calculation
formulas — defined translation
efficiency and effectiveness in
specific language quality control
processes.

4. DEFINING FORMULAS FOR

EFFECTIVENESS AND
EFFICIENCY
Formulas were determined from
definitions of EN ISO 9000:2006.
Effectiveness means measure to

achieve the objective. The objective in this
case is finding errors produced on a given
production stage.

If we want to determine
effectiveness of finding the errors
production process, we consider:

Do

= sum of errors discovered on a
particular stage of production (cutting, pre-
confection, assembly, etc.);
> ctf

= sum of all errors that come from a
certain stage of production, irrespective of
their discovery (cutting operations + pre-
confection + internal customer + external
customer), it then results in the effectiveness
formula:

the
in a

ZEm ZGf
= HGtf x 100 [%]
(1)
If we want to determine the

effectiveness of finding the errors in a quality
process, we consider:

P

= sum of errors discovered on a
particular stage of production (cutting, pre-
confection, assembly, etc.);
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> 6t

= sum of all errors that come from a
certain stage of production, irrespective of
their discovery (rolling control + final control
+ sorting activities + internal customer +
external customer), it then results in the
effectiveness formula:

ZE‘ftz LGf

Gt x 100 [%]

2

Efficiency means relationship (ratio)
between the result obtained and resources
used.

Efficiency formula for the control
process is determined taking into account three
elements:

>er
a) = sum of errors discovered on a
particular stage of production (cutting,
pre-confection, assembly, etc.);
T = actual time used for doing a
control process (rolling control, final
control, etc.), in hours;

b)

The actual time used to process control
is determined taking into account the number
of people assigned for controlling process,
share of time allocated, number of hours
worked daily, the number of working day
taken into account and the coefficient of leave
(medical or recreation).

With other words,

T = NP*Pta*h*NI*Cc 3)
where:
NP = number of people assigned for

controlling the process;
Pta = Share of time allocated [%];
H = number of hours worked daily;



NI = Number of working days taken into
account;

Cc = coefficient of leave (medical or
recreation).

c) Kef = coefficient of efficiency —
efficiency ratio which means all
verification activities, the ratio of total
number of errors found and the total
time used for their discovery.

TGt
Kef = Th [errors/hour]
“4)
Where:

Gt
z = sum of errors from all stages of
completion, regardless of place of discovery;
Th = total hours of verification.

Efficiency formula as follow:

Tef

Efc = T » Kef [%]

)

That can cause two leading indicators
in evaluating the quality. First, Efc, indicating
the efficiency of detecting faults in the
production processes (cutting, pre-confection,
module assembly, final assembly) or quality
(pre-confection processes, rolling control or
final examination).

The second, Kef, indicates the
productivity of detecting errors general, the
control processes (how many errors per hour
are found by all checking stafY).

5. ANOTHER APPROACH TO
EFFICIENCY. EFFICIENCY AS AN
ECONOMY

From this point of view, we define
efficiency as the relationship between inputs
and outputs, performance and costs and/or
other disadvantages or losses.

In the following we treat not only
efficiency and cost performance, as was
treated in previous chapters of the work, but

also as a link between planed human resourced
and real human resources, necessary for
quality control process. Following this idea,
efficiency is defined by a relationship between
outputs and inputs used or allocated.

In this sense, the question is, first, to
establish an optimal ratio between quality
human resources allocated to those allocated
for production and secondly to determine the
efficiency as the ratio of human resources
planning and existing.

The average yield of staff is being
defined(ratio of number of personnel quality-
production = ®) as monthly average quality of
staff by the average monthly production staff.

NF Q8§
® = NF Prod
(6)
Where:
NP QS = number of personnel engaged in
quality;

NP Prod = Number of personnel engaged in
production.

Optimal value of this report is
considered as the objective of efficiency
(100%) the share of quality personnel to its
employees in production. Optimal value of
ratio of specific activity was determined
according to the production of automotive
electrical wiring. Given the high percentage of
manual processes, the optimal ratio is
considered to be in the range 4%-5% with the
possibility to be amended annually, depending
on stability of production or the introduction
of projects/new products that need 100%
verification of the quality.

This indicator used to assess the
efficiency relative to the number of
employees. It is calculated as:

Average w plan
Efic N = Mounthw real * 100 [%]

(7
Where:

Efic N = Quality efficiency relative to the
number of employees in manufacturing;
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Average o plan = average o plan efficiency,
calculated as ratio between average monthly
quality staff and average monthly production
staff;
Month ® real = the monthly return, calculated
as monthly ratio between the number of
personnel employed in quality and number of
personnel engaged in production.

In fig. 3 is presented the evolution of
the indicator during the year 2011.

el =tk

=
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~—
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Fig. 3 Developments Nef during 2011

Base on data provided by the
Controlling dept., according to the monthly
review expenditure, a reported efficiency in
personnel costs in the quality department can
be calculated. To this end, the following
formula:

CP(Q plan

Efic C = CPQreal *100 [%]

(8)

Where:
Efic C efficiency relative to personnel costs;
CPQ plan = Quality staff costs planned;
CPQ real = Quality personnel expenses,
incurred in a particular month/period.

In fig. 4 is presented the evolution of
this indicator during the year 2011.
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Fig. 4 Evolution of efficiency on staff expenditure,
year 2011

As can be seen, although efficiency
related to the number of employees has values
over 100%, efficiency relative to personnel
costs has wvalues below 100%. This is
explained by keeping under control the growth
of quality personnel, in terms of unscheduled
increases in order from customers. If the
production department compensated the
increases production minutes in additional
staff, quality department tried to have a
moderated staff increase at the expense of
efficiency indicator Efc, relative to personnel
costs.

This personnel policy was determined
given the fact that besides increasing orders,
2011 was home to a number of new projects in
the organization, which, as experience shows,
requires a lot of overtime performed in support
of production. Quality control activity for
projects is not scalable as well as in the case of
series product. There are times of crisis, when
there are problems in projects, the products
have to be repaired/ restored, modified as
required, and quality controllers must work
overtime to ensure timely deliveries.

Thus explains the inefficiencies related
to personnel costs.

As above illustrated, these two
efficiency indicators allow quality departments
to dimension their quality staff, according the
fluctuations in production personnel, but at the



same time, keep within the budgeted
expenditure.

This however is possible only by
optimizing control processes and by
implementing new methods of quality

planning, which do not allow low quality level
of production, as a result of fewer staff. The
size of Quality and Logistics departments have
a negative impact on production efficiency
gains, just by distributing products based on
minutes and staff from the departments above
mentioned.

6. ORIGINALITY / VALUE

The originality of the paper work
consists of determination by calculation of the
effectiveness and efficiency of the quality
control activity (quality management process)
and as well of the interpretation manner of the
achieved values.

The method helps to the decision about
the number of persons for an examination
process, according to the type of check. For an
accordant efficiency, the errors on product
have to be detected by the nominated
personnel where these are being manufactured,
not in the following processes.

7. PRACTICAL IMPLICATIONS OF
PROJECT

The effectiveness formula determines
in percentage, the reference between the
number of errors discovered in a certain
production phase, related to the number of
errors discovered in all phases, including the
errors, noticed by external client.

The efficiency formula determines the
discovery degree of errors, by the quality
personnel, designated for this purpose on a
certain  production  phase  (cutting-off,
assembly, final assembly) or on a certain
checking process (process inspection, running
inspection, final inspections). The number of
errors discovered in the incipient production
activities, the more the efficiency of the
quality control activity is.

Efficiency problem is to answer the
question: “do we do things right, correct? ,

unlike that of effectiveness: do we do the
things needed?”” (Drucker 2007) [3].

A famous quote of professor Drucker
on efficiency sounds like: “Efficiency is doing
better what is already being done” [4].
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ORGANIZATIONAL CHANGE MANAGEMENT. A CULTURAL
APPROACH
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Abstract: Although it remains structured on the same fundamental coordinates, management must meet
current deep changes taking place in recent years in the context of globalisation. The transition to
knowledge-based economy, shaping a future united Europe and the emergence of the concept of
euromanager which is becoming better known require major changes in the defining features of the
organisational culture.The remodeling plan of the organisational culture is associated with changes in
management systems and the need for its professionalisation. The multiple interdependencies between
organisational culture and modern management approaches appear as a natural consequence of the need to
design and operationalize organisational changes. Understanding and manipulating organizational culture
to improve performance is of particular interest in the light of the modernization programme within the
public sector. Bibliographic sources of information from the national and international literature on
organizational culture provided a picture of cultural management issues in relation to explain dynamics that
can be used to manipulate culture to accentuate change. A good practice example of managing
organizational culture in terms of implementing change and flexibility is seen in the Department for Sports
of the Municipality of Bucharest. A briefly description of the interaction between organizational culture
and the agenda for change in the example given develops conclusions and recommendations, in particular
identifying appropriate responses that need to be developed in order to create an awareness of
organizational culture to further shape the moder nization agenda in the public sector.

Keywords. management, organizational culture, change, performance, euromanagement, public sector.

1. INTRODUCTION' administration, businesses, training and
consulting organizations.

Flagship initiatives of the Europe 2020 The current dynamic of the processes of
strategy advertises a continuing vocational change in organizations requires to the
training of local management, implying the organizational culture to encourage the
priority action at all levels: national, both formation and maintenance of a high
political and economic, of the public organizational capacity, able to achieve rapid

react
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ons, flexible and grounded to the opportunities
but also to the threats from both externally and
internally.

In the specific context of the Romanian
economy in transition, organizational culture
extends its significance and importance, due to
its impact on economic and organizational
transformations. From this point of view,
organizational culture is as important as the
effective design of concrete economic changes,
that is actually the "soft" to change. A good
management at the organizational level
involves defining, structuring, the operation
and implementation of certain strategies of
change and organizational development.

2. ORGANIZATIONAL CHANGE

Generated by the development of the
organization or imposed by the need to make
corrections in its evolution, organizational
change is a reality which implies a proactive or
reactive management depending on the
requirements of the situation (Petrescu,
Stegaroiu, Nabarjoiu, Duica, Popa, 2010: 77-
79). This process is continuous, its intensity
being influenced by a multitude of factors
including organizational culture which plays a
pivotal role. As a strategic tool, organizational
culture is an indispensable component of an
effective and efficient management (Mereuta-
coordinator, Pop, Vlaicu, Pop, 1998:117).
The reciprocal relationship between
organizational culture and management takes
place naturally as the organizations have

memories and individuals are strongly
motivated to accept the precedent.
Managerial methods for changing

organizational culture require staff training in
the spirit of culture. For this purpose it is
necessary to ensure a real motivation of the
employees through the use of selection criteria,
promotion and dismissals that reflects values
much appreciated (for example the promotion
of those who are inventive, creative, loyal to
the organization etc.). The use of rituals and
ceremonies that reinforce the feeling of

belonging to the organization also has an
important role in guiding management system
by employees to overcome latent elements of
the ancient culture (Ionescu, Toma, 2001:254).
Organizational culture is a diagnostic tool and
change. Thus, the slow change-oriented
cultures, jointed with faith in the ability of their
modeling, will succeed in comparison to self
satisfied organizations (Ionescu, 1997:135).
The need for the views convergence of the
members of an organization has determined
that the analysis of the organizational culture
can measure the existence of consensus within
it. Etzion believes that there are several aspects
of obtaining consensus, as shown in the
following table (Zghal, 2003:29):

Table 1
Different spheres of consensus in organizations
Consensus Requirements
General social and community values
values
Organization | objectives by which the
goals organization directs its efforts
Means policies, tactics and tools
Participation | constraints, individual or
volunteer commitment
Performance | perception of the relationship
between payment and
contribution
Cognitive an agreement on facts, based
perspectives | on the language, on the
reference framework and on
the rules that underlie the
understanding of reality and
facts

A good management system with a crystallized
high functionality facilitates the formation of a
strong and competitive organizational culture.
A vision forward, referencing to the approach
of the issues linked to major organizational
change  operation and modeling of
organizational culture involved, implies the
existence of a professional management
(Nicolescu, Verboncu, 2006:305).
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Paying more attention to the possibilities and
constraints associated with the organizational
culture is a necessary procedure in the process
of organizational change. Thus, it can be
asserted  that  the  interpretation  of
organizational culture is an integral part of the
management process itself.

Whereas there is no single model to achieve
change, managers can achieve to manage it
through ,,a large variety of ways ranging from
an extreme to another, from the pure and
simple coercion to the more subtle seduction
and the introduction of new technical
instruments” (Schein, 1991:195).

Strategic leadership needs to lead the reforms
necessary to change the organizational
behavior and practice to create the premises for
future organizational changes. These things
require that at the head of the organization to
be a leader with great skills, having a great
experience to solve complex multi-disciplinary
problems and to design links and interactions
between policymaking and their
implementation. At the same time, it is
important to confirm that there is a need for a
structured balance between the field of
experience and the development of specialized
skills within the group of management
(Schmidtchen et al., 2010:XXT).

3. MODELING OF
ORGANIZATIONAL CULTURE

Representing a true ,,way of life” for the
members of an organization, organizational
culture ensures a social continuity by involving
beliefs, shared values and assumptions that
exist in an organization (Johns, 1998:277,
278). These elements determine the rules and

159

the behavior patterns that are born of these
rules.

An important aspect is that related to the way
in which managers can shape or influence
culture. The inability of the organizational
culture to evolve in accordance with changes
due to the new organizational management
approaches can have multiple negative
consequences for human and economic
(Nicolescu-coordinator, 2004:357).
Organizational culture is an important lever in
modeling practices in order to improve
organizational performance indicators. The
desire to get a significant organizational
performance involves a strong, participatory
organizational culture, paying attention to
values and employee beliefs, giving remarkable
benefits for the appropriation of the methods
for its changing.

Switching to strong organizational culture
positively affects the functionality, efficiency
and effectiveness of the organizations and their
management, thus facilitating the crossing of
the period marked by the crisis. Addressed in
close connection with the managerial
component that interacts with, reshaping
organizational culture which involves its
rethinking and rebuilding amplifies the
position of determining the strategy of change
in general and the condition of obtaining
managerial performance.

Among the recent recommendations for
Romania to ensure by strategy organizational
culture targeting in close correlation with a
perforrmance management may be mentioned:

"keeping people and innovative ideas within
the company, developing a culture focused on
trust, the opening to the communications and
performing firm actions, identification of
alternative major factors of success to exercise



leadership and to learn how to lead change to
corporate level” (Nicolescu, Verboncu,
Profiroiu, 2011:107).

The necessity of implementing a professional
management at the country level arise from the
superimposition of the three particularly
complex transitions: the transition from
command economy to a market economy,
which has not yet ended, the total constructive
and functional integration in the European
Sngle Market and the transition from the
current economy, existing in Romania to the
knowledge-based economy, which is the
economy of the future.

The essential characteristics of the managers
rely on knowledge, known in the last decade as
"T" managers (Nicolescu, Verboncu, Profiroiu,
2011:169) are shown below:

Table 2
The essential characteristics of "T" managers

Major components Significance
of the activity

The horizontal | carried out

component (the top | voluntarily, without

of the "T") constraints, on the
basis of willingness
to discuss and
analyze problems
with other
managers and
specialists

The vertical | hierarchical reports

component ("T- | carried out in both

stem") directions

Typically, the vertical component is prominent
throughout the time budget of the "T" manager
but, as the organization moves forward toward
the stage of knowledge-based firm, the trend of
decrease of its share is becoming more evident.
In the context of a professional management,
with the initiation of integrating actions that
have led to the creation of the European Single
Market and to continue the process of

enlargement of the European Union, the
concept of euromanagement has been noted.
Whereas the vast cultural diversity does not
allow the EU to apply a certain prototype of
management, the possible application of a
diversity management will provide an european
identity for euromanagers and for the exercise
of managerial functions in the context of a
future United Europe.

Cultural diversity, economic, political and
social, the design, development and
implementation of strategies at the level of
companies that exceed the boundaries of a
country, the creation of an european company
identity, based on specific economic and social
values, the mobility of human resources are
some of the characteristics of the
euromanagement as a diversity management
(Petrescu, Stegaroiu, Nabarjoiu, Duica, Popa,
2010:50).

4. THE CASE OF THE DEPARTMENT
FOR SPORTS OF THE MUNICIPALITY
OF BUCHAREST (DSMB)

Organizations which have reached
maturity or decline stage, characterized by
immobility or excessive internal stability which
prevents innovation, must modify some parts

of the culture to have a good vision  (Schein,
1991:195).
A good example of practice of an

organizational culture management in terms of
implementing change and flexibility is seen in
the DSMB. Because the ministries, national
agencies and  authorities  coordinating
hierarchically DSMB since december 1989
sometimes attached activities for the youth
field, the subject of this example is the 2006-
2009 period.

DSMB is a decentralized public service of the
National Agency for Sports (for the mentioned
period) with legal personality and which
provides the implementation of the
Government's general strategy for sports in
Bucharest by the two priority programmes:
“The Promotion of Sport Performance” (P1)
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and “The Promotion of Sport for All” (P2). The
institution is financed from the state budget and
from own revenues, having as main attribute to
support sports activities in the territory
according to the Law no. 69/2000 of Physical
Education and Sports. DSMB also cooperates
with the local authorities of public
administration to organize and promote sports
activities.

The main problem that stands in front of the
management system in DSMB organization
refers to the efficiency of the institution
activity in terms of budgetary allocations
increasingly smaller. This means to find the
opportunities of improving DSMB
performance indicators in the new created
conditions. ~ Therefore,  the  budgetary
constraints and the increase in expectations for
public services as well as the number of
employees declining, mainly due to inadequate
salaries, led the manager to transform his style
of leadership.

Manager's influence on organizational culture
and thus on the organizational effectiveness of
DSMB involved the completion of several
stages to change culture. As a positioning in
managerial  grid  styles  (caused by
organizational internal and external factors and
by manager’s personality), the modeling of
DSMB organizational culture resulted in
displacement of the focus on power and role to
focus on tasks and personnel.

Kilmann, an expert in organizational culture,
argued that to change it requires five major
steps (Ionescu, 1997:136,137), described below
to DSMB:

Table 3
The stages of change in organizational culture
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Steps SDB managerial
actions
Revealing the | disclosed in the
real norms | meetings of the
(expected organization, given the
behavior in | negative impact on the
organization) effectiveness of the
organizational culture
Articulation  of | discussions with
new directions members of the
organization to develop
the organization's

current direction and
organizational behavior

needed to  obtain
success
Establishing new | together with members
rules of the organization

preparing the list of
new rules that will have
a positive impact on
organizational
effectiveness

areas where there is a
cultural gap between
real rules and those that
will positively affect

Identifying
cultural faults

organizational
effectiveness
Reduction of | consensus on new rules
cultural and tools design of
differences their strengthening

A comparative method of the research data
applied to the institutional performance
indicators obtained for four consecutive years
(2006-2009) has shown that managerial acts to
achieve DSMB objectives represent a first step
to performance in the history of this
organization. The analysis regarding the



improvement of performance indicators proved
that during the years 2007 and 2008, thanks to
the unique period of stability at the
management level, management tools could be
used to influence organizational culture in
order to obtain the best performances over both
previous and next years.

Recovery rate of the budgetary financing
(efficiency financing) for each of the four years
(me) 1is the percentage ratio between the
aggregate performance indicators (API) and the
amount (A) related to financing (in thousands of
Ron), according to the formula:

nr (%) = API/Ax100 (1)

As an eloquent example of the results of DSMB
performance management, in the table below are
shown the values of the aggregate performance
indicators, of the budgetary financing and
recovery rate during 2006-2009 (Odagiu, 2011):

Table 4
Some results for DSMB, 2006-2009

Year 2006 | 2007 | 2008 | 2009
API 100,04 | 123,16 | 161,52 | 124,89
A(thousands 162 141 140 203

of Ron)
nr (%) 61,75 | 87,35 | 11537 | 61,52

5. CONCLUSIONS

The importance of understanding,
harnessing, managing and maintaining an
appropriate  culture in  public  sector
organizations cannot be underestimated in terms
of its impact on the process of change.
Leadership plays an important role in effectively
managing and  developing culture in
organizations. Kotter’s argument since 1996 that
the key to a successful organization is
"leadership, leadership and still  more
leadership" (Brillantes Jr., Fernandez, 2011:69)
has constantly validity.

To make an adjustment to the restrictive
conditions, the manager focused on four stakes

to obtain performance (Jacob, Rondeau,
Normandin, 2008:112), as shown in the table
below in the case of DSMB:

Table 5
Strategic change: four types of critical issues

Behavioral Ability Action, meaning
type

Rational capacity to | to edify a more
improve performant system

Political capacity to | to co-opt various
collaborate | partners

Human capacity to | to mobilize the
contribute | people involved

Symbolic | capacity to | to make a sense of
identify changes
himself

This article contributes to the awareness and
understanding of culture management in public
sector organizations were the challenge is to
develop this wunderstanding into practical
measures to further bolster modernization and
deliver the “performance culture where
indicators inform policy choices, budgetary
allocations and the day to day management of
operations” (O’Donnell, Boyle, 2008:73).
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