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Fig. 2. Categories of carried goods 

Being asked "In what type of warehouses do you keep the goods?" most respondents chose "rented warehouses" - 

43%. On the second place are the companies that use both leased warehouses and their own warehouses, namely 37%. 

13% are those companies that use exclusively their own deposits. Only 6 percent of respondents said that deposits are 

unnecessary, with a perfect balance between the goods produced or purchased and the merchandise sold. Analyzing the 

results of the research, one can confirm the hypothesis that "the main trend among big companies is to outsource 

logistic services to third parties", at least as regards the storage of products. (see Fig. 3). 

 

 

Fig. 3. Types of warehouses to keep goods 

Question 6, "Does your organization have a logistics department," was designed to make the research as relevant as 

possible; companies that do not need dedicated logistics staff were not part of the target group of this research. Only 

two of the interviewed companies said they did not need dedicated staff and did not respond to the rest of the 

questionnaire questions, with the remaining 93% of respondents. Most of the logistics departments of the respondents 

have more than 10 employees (48%), 41% have between 5 and 9 employees and 15% no more than 4 employees. 

There were defined six elements that weight in decision making process of outsourcing or not the transport of 

products. Those elements were evaluated in terms of satisfaction or dissatisfaction. Once an organization is satisfied 

with the results of externalizing an activity (they give 5 points for that indicator) it’s more likely to continue to decide to 

make outsourcing permanent.  
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Fig. 4. Key elements in decision making process 

The most important thing a company's logistics manager can do is to evaluate both the company's activity (internal 

logistics) and the offers found on the market (the companies offering the services that want to be outsourced) according 

to the same key performance indicators. 

These indicators must be objective and significant to organizational. Moreover, the above-mentioned analysis needs 

to be restored whenever one or more factors of the company's external or internal environment change. Also, the market 

trends are particularly important for an enterprise that wants to compete 

4. Conclusions 

“One of the various conditions of successful business is to be able, in the long term, to focus the effort and the 

resources on the core company activities” (Milecova, M. et al, 2010). Organizations often benefit from focusing on 

basic operations and outsourcing outreach activities to specialists. These peripheral activities could be anything from 

cleaning and catering to accounting, legal services and information processing. Logistics is a very popular feature for 

outsourcing, with specialist service providers taking over part or all of the materials for movement and storage. This use 

of 3rd party logistics (3PL) has the usual benefits of low fixed costs, service experts, economies of scale, flexible 

capacity, lower risk exposure, increased geographic coverage and guaranteed service levels. 

Sometimes managing multiple 3PL contracts becomes so complicated that another company is used to manage it - 

creating the fourth logistics part (4PL). 
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Abstract 

Interdependence between producers and traders has not always been a collaborative relationship, but rather a conflicting one in which 

both parties pursue their own interests. The expansion of mass production, the emergence of large commercial areas and the 

globalization process have led to a reconsideration of the role of traders in their relations with producers, becoming strategic partners 

and at the same time a target of manufacturers marketing policies. Thus, three innovative concepts emerge and develop over the 

years: Trade Marketing, Category Management and Efficient Consumer Response. One of the longest-living and most successful 

American companies, Procter & Gamble, is the one that has innovated the concept of Trade Marketing as a convergence between the 

marketing of the trading company and the marketing of the manufacturer. This paper aims to analyze this concept and emphasize the 

role that P & G has had in reconsidering the position of the manufacturer in the logistic cooperation between him and the trader. 
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1. Trade Marketing – general considerations 

During the 1990s, the dynamic in relations between manufactures and distributors changed. The concept of Trade 

Marketing had appeared as an attempt of a form of partnership between manufactures and distributors, which has put a 

significant mark on relations between commerce and industry. Trade Marketing marks the moment in which, for the 

producer, no longer does the final consumer represent the only source of creating the fiscal and profit values, but also 

the distributor, which surpasses the passive role it has fulfilled up to that point, becoming a principal facilitator in the 

success of sales. (Vasiliu et al., 2010) 

1.1. The evolution of relations between manufactures and traders 

Commerce is an activity sector engaged in continuous evolution, being influenced by a variety of factors, among 

which the following should be mentioned: production, consumption, transport conditions, technology, facilitating 

services (banking sector, logistical services, marketing firms which conduct a variety of studies, consulting societies 

etc.). 

Production has influenced the evolution of commerce through the increasingly abundant and diversified offer, which 

translates into the expansion of markets and the necessity of exposing a growing number of products. 

Consumption has evolved under the action of certain demographic (size and evolution of the population. average 

lifespan, household size etc.), economic (buying power, income size etc.) and sociological (through the vehiculation of 

topics related to environmental and health concerns, for physical aspect, for safety etc.) factors. 

Transport has benefited over time from the appearance and spreading of long-distance means of travel (aerial, 

railway and naval), which brings together places of production and of consumption. Furthermore, over the last few 

decades, the car has represented a factor which has encouraged population migration towards the periphery of urban 
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areas, determining the emergence of commerce situated on the edge of major urban agglomerations, which has led to 

changes in consumption habits and lifestyles. 

Technological progress manifests itself in the domain of commerce through the use of software development, of the 

scanner and of the means of telecommunication. They have led to changes in managerial practices, modes of managing 

products and stocks, relations between business partners, to the appearance of new apps in various connected fields – 

logistics, marketing, training and recruitment of personnel etc. 

Facilitating services are in full evolution as well. The nature of relations between commerce and financial 

institutions, in general and banks in particular – sales in installments, cashing using credit cards, diverse credits etc. is 

changing. Transport and logistics companies are closely following the evolution of commerce, being closely tied to it. 

Marketing and consulting firms, too, are developing instruments applicable to commerce and proposing solutions 

adapted for this sector. 

As a result of the action of these factors, commerce is becoming a sector which a large capacity of innovation 

regarding utilized concepts, ways of commercial management, offers directed towards clients, selling techniques, types 

of enterprises etc. 

In this context, relations between producers and traders can be better understood, their evolution over the past few 

decades being able to be structured in four stages, as follows (Vasiliu et al., 2010): 

 The first stage, begins in the 1950s, years marked by powerful economic growth and the beginning of mass 

production. During this time, there appeared the first superstores. Distribution in this period of time still remains only 

lightly concentrated, manufactures wielding the largest negotiating power, resulted from the larger force and, as 

such, are the ones which impose conditions in the largest capacity. Marketing specific to this period is oriented 

towards a production optic. Producers are preoccupied with placing products on market segments utilizing mass 

marketing. Distributors are regarded as passive entities, fulfilling the middle role of circulating products from the 

producers to the consumers. What follows is a period of progressive rebalancing in the relations between producers 

and distributors in which the latter privileges the strategies of small prices. Producers adopt a marketing in which the 

main focus becomes selling. 

 The second stage begins with the 1970s financial crisis, when economic growth slows and the negotiating power of 

large trading enterprises becomes stronger due to the increased power of distribution firms. During this period a 

boom in large selling surfaces occurred, as well as the tendency of focusing of important firms. As such, buying 

conditions change, the role of purchasing centres strongly rising in importance. Consumption-centred marketing 

begins to be accompanied by trader-centered marketing. Department management and management of selling space 

are expanded, words like merchandising, key accounts, assortment management etc. becoming popular. 

 The third stage begins in the 1990s when the concept of trade marketing appeared, as the common will of producers 

and distributors of transitioning from previous conflicting relationships to those of cooperation. The interdependence 

between the two forces them to realize that both of them require the other part as well, being unable to ignore the 

existence and interests of the other component. Manufactures become conscious of the role of traders and, as such, 

the latter become a target of the marketing policies of the former. Manufactures begin to consider the retailers as 

strategic partners with which relationships much be tightened and maintained. Producers extend individual 

promotion campaigns, realize plans for clients, attempting the development of an intense cooperation with 

distributors. The end results of this phase are not spectacular because producers often only refer to reductions for 

pushing their products on the retailers’ shelves. Cooperation between the two partners effectively manifests only in 

the domain of promotion campaigns. 

 The fourth stage is known as “partnership”. Partnership is an umbrella concept which includes the circulation of 

information and integral management of the logistics chain, paving the way for a vast domain of cooperation. 

Partnership is no longer a unilateral option, as it is initiated jointly by producers and distributors. It is the moment 

when two other concepts also appear, namely Category Management and Efficient Consumer Response (ECR). 

1.2. Trade Marketing – conceptual boundaries 

Despite being a new concept which has appeared only recently, Trade Marketing has enjoyed, in its defining, 

different approaches. Today, authors of prestige as well as those interested and involved in the field have given the 

same content of the definition’s concept. 

As such, Philip Kotler and his collaborators have emphasized: “Trade marketing represents the business to business 

concept of marketing, which treats the distributor as a client. Its objective consists of identifying the individual 

expectations of every distributor in order to develop long-term personalized relationships. Trade marketing is involved 

in assortments, product policies, merchandising, logistics and promotion.” 

Regardless of whether they are more succinct or whether they detail the essence of the concept, other definitions 

relay the same definition as well: “Trade marketing, to put it simply, is a B2B marketing strategy aimed at getting a 

product onto store shelves. This is done by making other businesses recognize the value of your product, and 

convincing them that helping you sell your product will ultimately help them make money too. The purpose of trade 

marketing differs from that of traditional marketing, as it is not focused on the final sale. Instead, trade marketing 

focuses on the means by which that final sale is made. You need to get your products in front of consumers before they 
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can make the decision to purchase them.” (Sonntag, 2017); “Trade marketing is a form of B2B marketing. It’s the art of 

marketing products specifically to businesses… Normally, the objective of a trade marketing campaign is to sell 

products to companies who can then go on to sell those items to their customers.” (Press, 2018). 

We have previously established that today, between producers and traders there exist relations of partnership. The 

number and type of partners differ on a case by case basis, depending on the distribution channels used by the 

producers. They are actually those which utilize trade marketing. 

The aim of trade marketing for a manufacturer is to increase demand for their product with supply chain partners. A 

sales chain partner is a person or business that’s involved in the movement of products in commerce (and, as such, is the 

collective term for distributors, wholesalers and retailers). The process is simple: For a product to be sold in a shop, the 

retailer first needs to purchase the item from somewhere. Retailers will buy products either directly from a 

manufacturer, or via a wholesaler or distributor. The retailer will then sell those products to the public. 

Manufacturers need trade marketing methods to try and create demand for a product with retailers, wholesalers and 

distributors and the aim is always the same: to sell a product that can then be resold. In another train of thoughts, 

manufacturers must market a product before it reaches the consumer because regardless of whether a retailer is buying a 

product from a wholesaler, a distributor or directly from a manufacturer, the retailer obviously still gets to choose which 

items they want to sell. The retailer is in the position of power. As such, there’s an ongoing battle to get products in 

front of retailers and into their stores so that it can be sold. Trade marketing is the difference between a retailer choosing 

one product to sell over another. And whether a product gets pushed or not affects everyone in the supply chain (but 

mostly the manufacturer of the product). (Press, 2018). 

Today there are lots of different trade marketing methods that a manufacturer can use. The most widely used 

strategies are: trade shows; trade promotions; trade magazines and websites; branding; relationships; ongoing market 

research; digital marketing. 

For these strategies, producers need adequate tools. These are differentiated as such: 

As far as digital trade marketing is concerned, they are: an efficient website; various social media platforms; email 

marketing software; landing pages for lead generation; branded content. 

 For physical trade marketing the tools are: posters, display boards, kiosks, banners, stalls, brochures, flyers and 

business cards. 

2. The Procter & Gamble Company – general overview 

Procter & Gamble (P & G) is one of the largest producers of non-alimentary consumer goods worldwide with annual 

sales of over $65 billion and total actives of over $130 billion. 

Founded in 1837 by William Procter and James Gamble, the Procter & Gamble Company started as a small family 

business which produced candles and later soap, in Cincinnati, Ohio state, USA. The company triggered its first 

“revolution” in industry in the 1940s with the launch of detergent brand Tide. Beginning with the 1970s, the company 

has known a significant development through the launch of several new products, including: dish soap (1972), the first 

Duracell battery (1974), Always absorbents (1983), Head & Shoulders shampoo (1986). One of the most important 

events in the company’s life happened in 2005 when Procter & Gamble bought the rival company Gillette for the sum 

of $57 billion. 

Presently, Procter & Gamble is a multinational company operating in 70 different countries which has over 95.000 

employers. P & G products are commercialized in over 180 countries all around the world and are consumed by over 5 

million people globally. 

Procter & Gamble has in its portfolio 23 product brands which generate annual sales between $1 and $10 billion, and 

14 brands generate sales between $0.5 and $1 billion, continuing to have a huge potential for growth. Procter & Gamble 

contains in its portfolio two out of the first 100 most valuable brands globally, as shown by the ranking done by Forbes 

Magazine for the year 2016. This way, the Gillette brand occupies the 26th place, being evaluated at $20.4 billion while 

the Pampers brand occupies the 49th place, being evaluated at $11.1 billion. (https://www.brkfinancialgroup.ro/ 

fileadmin/user_upload/Brosuri/Analiza_prezentare_P_G.pdf) 

The operational results of Procter & Gamble are presented on 5 business segments: Beauty (18% of sales made in 

2017, 19% of profit achieved in 2017); Grooming (10%, respectively 16%); Health Care (12%, respectively 13%); 

Fabric and Home Care (32%, respectively 27%) and Baby, Feminine and Family Care (28%, respectively 25%). 

(http://www.pginvestor.com/PG-at-a-Glance/Index?KeyGenPage=1073748355) 

The business segment with the largest share, 32% from all net sales is represented by „Fabric and Home Care”. On 

the opposite side of the spectrum, with a percentage of only 10%, there is the „Grooming” segment. In the case of the 

net profit generated by each business segment, „Fabric and Home Care” is still at the top, with 27%, closely followed 

by baby, feminine and family care products, on last place being, with 13% from the total, health care products. 

Over the course of the year 2017, the company has finished its previously announced plan of making the product 

portfolio significantly more efficient through yielding, giving up or consolidating approximately 100 non-strategic 

brands. The resulting portfolio, of approximately 65 key brands, is contained in 10 product categories, those being 

business segments where P & G has the position of market leader, strong brands and production technologies relevant to 

consumers. (P & G, Annual Report, 2017) 
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Fig. 1. (a) Net sales by business segment (2017); (b) Net profit by business segment (2017) 

At a global level, the main competitors of Procter & Gamble are: Unilever NV, L’Oreal SA, Colgate Palmolive Co 

and Kimberly-Clark Corp. It can be observed from the data contained in Table 1 the fact that in matters regarding sales, 

as well as net profit obtained in 2015, P & G is in first place. (https://www.brkfinancialgroup.ro/fileadmin/user_upload/ 

Brosuri/Analiza_prezentare_P_G.pdf) The main competitor of the company is Unilever NV which, despite being in 

second place, has had less sales than P & G by $24.4 billion. With regard to net profit, it has nearly been twice as small. 

Table 1. Main competitors on the consumer goods market  

Company Net sales ($ bill) Net profit ($ bill) 

Procter & Gamble  83 11,5 

Unilever NV  58,6 6,3 

L’Oreal SA  27,3 5,9 

Colgate Palmolive Co  17,3 2,3 

Kimberly-Clark Corp  19,7 1,4 

 

The company’s business model is based on continual economic growth and on the success of brands and existing 

products, as well as creating new products. The markets and industry segments in which these products are offered are 

extremely competitive. P & G products are sold in more than 180 countries and territories primarily through mass 

merchandisers, e-commerce, grocery stores, membership club stores, drug stores, department stores, distributors, 

wholesalers, baby stores, specialty beauty stores, high-frequency stores and pharmacies. 

Net sales registered in the USA arrive at 42% of total net sales. No other individual country surpasses 10% of total 

net sales. Operations outside the USA are generally characterized by the same conditions outlined in the description of 

the business at a global level above and can be affected by additional factors, such as changes in exchange rates, 

different rates of inflation, economic growth, but also doubts and political and economic turmoil. Company sales on 

geographical regions are presented in Table 2. (P & G, 10-K Report, 2017) 

Of course, the largest percentage of total sales is of North American sales, registering a 3% increase in 2017 from 

2015. The largest and most important client of P & G is the American company Wal-Mart, which is currently the largest 

retailer in the world. 

Sales towards Wal-Mart Stores, Inc. and its affiliates represent approximately 16% of total company sales in 2017 

and 15% in 2016 and 2015. No other client represents more than 10% of total sales. The first ten clients have 

represented approximately 35% of total sales in 2017, 2016 and 2015. 

Table 2. Structure of  P & G' sales per geographical regions 

Region 2015 2016 2017 

North America  (USA., Canada and Puerto Rico)  41 % 44 % 45 % 

Europe   24 % 23 % 23 % 

Asia and the Pacific  8 % 9 % 9 % 

China  9 % 8 % 8 % 

Latin America 10 % 8 % 8 % 

IMEA (India, Middle East and Africa)  8 % 8 % 7 % 
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The company’s management considers that it should continue offering new, innovative brand name products to 

consumers in order to develop its business. Consequently, its marketing and research activities – development of 

products, conceived to allow permanent, sustained, organic growth, have continued and will continue to have a high 

priority every year. (P & G, 10-K Report, 2017) 

3. The Procter & Gamble Company – an innovator in Trade Marketing 

Markets in which P & G products are sold are extremely competitive. Its products compete with similar products of 

many big and small companies, among which there are known global competitors. The company’s products are 

supported by publicity, promotions and other marketing channels with the aim of informing the consumer about its 

existence and the necessity to buy them, together with an extensive selling force. Company management considers that 

this combination offers the most efficient marketing method for these types of products. Product quality, performance, 

value and packaging are also important differentiating factors. (P & G, Annual Report, 2017) 

But things haven’t always been like this. Under the old management system P&G had 12 national sales forces, each 

hawking a product line such as detergents or foods. Retailers were faced with numerous P&G salesmen pushing 12 

different product lines with all sorts of different promotions. At that moment producers dominated the market and 

imposed their products. Then the balance of power shifted from big manufacturers like P&G to the retailers. What 

tipped the scales was consolidation among supermarket and drugstore chains and the widespread use of scanners at the 

checkout counter. Electronic bar coding helped retailers gather their own sales data. Analysts have considered that from 

that moment P&G could no longer bully its way into the stores, waving figures a retailer couldn't dispute. Slowly P&G 

realized that it would have to start fussing over these power-punching retailers and switch from a product to a customer 

approach. This way in the summer of 1987, the company began organizing its 4,000-strong sales force to do something 

pretty obvious: focus more on the customer, in this case, supermarkets and department stores. (Dumaine, Kuhn, 1989) 

One of the most important clients of P & G was Wal-Mart. At that time, the relationship between P & G and Wal-Mart 

was characterized as anything but collaborative. As a matter of fact, their relationship was adversarial, obsessed by day-

to-day transactions. Wal-Mart did not like doing business with P & G because P & G organizations were too 

complicated and inflexible. P & G were obsessed by day by day selling. Efforts were made to push for sales irrespective 

of what the customer needed, or was rewarded for. There were no testing or long term planning. Relationship and 

activities were managed by the buying and selling function only. The selling function within P & G was responsible for 

all customer activity. They were responsible for selling at the customer. The role that information systems played in the 

relationship was non-existent. (Grean, Shaw) It was obvious that things would not continue in this manner for long. 

In 1988, after a discussion between the top managers of the two companies, both unhappy with the way its business 

partner was only acting in self-interest, but especially the lack of information from both ways, P & G formed a team of 

analysts which, in the course of a few months, would work at the headquarters of Wal-Mart. They understood, with 

astonishment, that the fragmented system of division based selling of company products heavily encumbered the work 

of the trader, meaning lost time and money. Furthermore, the information which the manufacturer had regarding sold 

products did not coincide with those of the trader. Walmart had loads of data that came from scanners in all of their 

stores. P & G had data that it used to develop products. By putting the information together they could answer questions 

like “what products do customers buy and why?”. By analyzing Walmart's in-store data, the companies, working 

together, were able to eliminate losing products from store shelves and replace them with winners, thus increasing sales. 

(Gray, Vander Wal, 2014) 

Thus it isn’t surprising that the two companies have decided to take their collaboration to the next level and to create 

values for both through the channel partnership. To emphasize the strong commitment to develop this mutually 

beneficial partnership, the P & G and Wal-Mart team developed a mission statement, which reads: “The mission of the 

Wal-Mart/P & G business team is to achieve the long-term business objectives of both companies by building a total 

system partnership that leads our respective companies and industries to better serve our mutual customer - the 

consumer.” (Grean, Shaw) 

The partnership started with the simple desire to improve business relationships, and was gradually enhanced by 

sharing information and knowledge about their respective markets. The process has been possible because of 

technology, which has played a key role in logistical cooperation between the two companies and has relied on using 

the following instruments: joint scorecards and measurements; driving out costs through automation; sharing data to 

better understand the consumer and drive sales. This sharing in turn enabled more effective execution of such concepts 

as category management, continuous replenishment, and process coordination, which collectively helped make the 

supply chain more efficient. 

We know today that an important strategy for managing integrated supply chains is to share information among 

supply-chain partners. One of the main benefits of sharing information is the reduced need for inventory. As a result, 

the supply chain achieves better performance in terms of financial returns, service level, and turn-around times. P & G 

and Wal-Mart have been the first to understand the importance of collaborating in the supply chain. With information 

shared among the manufacturer and the retailer, the manufacturer can use the information about the inventory level of 

the retailer to manage the frequency, quantity, and timing of the shipments-- instead of waiting for the retailer to place 
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orders. This practice, referred to as continuous replenishment process (CRP), enables the manufacturer to reduce the 

inventory necessary and to plan the shipments more efficiently, as has been implemented by P & G and Wal-Mart. 

Moreover, P & G and Wal-Mart have improved the profitability of both companies by using multifunctional 

resources to drive out costs and improve sales. The two organizations use joint scorecards to review the joint business 

and make annual plans to drive category growth for both companies. Together they use technology as a method to drive 

out costs, and openly share data to better understand their joint customer - the consumers. (Grean, Shaw) 

4. Conclusions 

The P & G Company, as a producer, has been the first to understand that, despite its products being marketed 

towards final consumers, its client is the trader, which has the same point of interest. With the aid of one of its most 

important clients, retail company Wal-Mart, P & G has become aware of the strategic benefit of partnership based on 

innovation inside the supply chain. This has led to the adoption of business to business, which, in essence, relies on the 

fact that the producer must help the trader which, further on, will sell its products towards the final consumer. And this 

is, in fact, the essence of Trade Marketing.  
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Abstract  

In recent years, the Romanian economy is part of the economies in Europe with notable economic growth. It is the economy where 

the industry plays a major role but also has great potential in the agricultural sector due to favorable natural conditions. Agriculture 

plays an important role in Romania, relative to the size of the rural population and to the primary natural resources they own. 

However, there are major differences between rural and urban areas, the former being marked by a significantly higher level of 

poverty and a correspondingly lower living standard. The development of agriculture and the provision of public goods in rural areas 

is therefore essential for Romania's economy and for achieving the objectives of social cohesion. Compared to other EU countries, 

the Romanian agricultural sector has a relatively high share in gross added value but has lagged behind in terms of labor productivity. 

 

 
Keywords:primary sector, agriculture, agricultural policy 

 

1. Introduction 

 

The role of the primary and general sector and of agriculture in particular is an indisputable one. The agricultural 

sector is in close connection with other sectors of the economy, especially with the industrial sector and contributes to 

economic development. 

Over time, the agricultural sector has evolved and can be characterized by three stages: the first stage addresses the 

preconditions for agricultural development - which relate to the improvement of the land structure, access to the 

consumer goods market, information on available techniques; the second step is to increase the efficiency of agricultural 

production processes by spreading innovation "labor intensive" and "saving capital"; the third and final phase of the 

evolution of agriculture is characterized by "intensive capital" and "labor saving" technology. This phase is that of the 

industrialization of agriculture. 

A process of structural transformation is taking place globally as a result of the emergence of new global challenges 

with a long-term effect, which require a strategic vision in the field and concrete actions by the competent authorities. 

The growing global population, increased pressure on natural resources and global warming are creating a new 

framework at national and international level. In Europe, the aging process is also an additional challenge. All these 

aspects will have profound implications for agriculture and rural areas. 

World food demand is on the rise, increased urbanization, rising input prices, pressure on water resources and 

growing crop and animal vulnerability to climate change will limit food production. 

It is forecast that global demand for food will increase by 70% by 2050 as a result of the growing population and 

increased revenue. Developing countries will contribute most to this trend, with their demand for food to double in the 

coming years. 

For the agri-food sector, these issues are both an opportunity and a challenge. Growth prospects for the agri-food 

market constitute a significant advantage for farmers around the world. However, imperfect market infrastructures and 

socio-economic vulnerabilities in the most densely populated areas of the world are expected to increase food insecurity. 

In addition, world agricultural systems will increasingly face the negative effects of climate change (changing rainfall 
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patterns, extreme weather phenomena, water shortages) as well as price volatility. On the other hand, increasing 

agricultural productivity can be achieved through investment, research and innovation, good agricultural practices and 

adequate public policies. 

Although agriculture has always focused on food security and has been a positive engine for economic growth, the 

growing concern of the environmental society in recent decades has affected global agricultural policies. Consumers 

have become more and more concerned with the environmental sustainability of agriculture. The desire to know where 

the food comes from, how it was produced, and whether farming practices respect the environment are just some of the 

demands of today's consumers. 

 

2. Characteristics of the Romanian agricultural sector in the European context  

 

Agriculture was the main component of the primary sector in all Member States. According to the national accounts 

around 10 million people worked in agriculture in the EU-28 in 2015 and accounted for 4.4 % of total employment. 

Almost three quarters (72.8 %) of the agricultural workforce in the EU-28 was concentrated in seven countries: 

Romania, Poland, Italy, France, Spain, Bulgaria and Germany. (https://ec.europa.eu/eurostat/statistics-

explained/index.php/Farmers_in_the_EU_-_statistics) 

Agriculture plays an important role in Romania, relative to the size of the rural population and to the level of 

employment. About 45.7% of the Romanian population lives in rural areas, compared to about 23.6% in the EU member 

states. About 30% of the population is engaged in agriculture, compared to about 2% in the old Member States (EU-15) 

and 3-14% in the new Member States (EU-8). But at our country there are major differences between rural and urban 

areas, the former being marked by a significantly higher poverty level and a correspondingly lower living standard. 

Romania ranks 6th in terms of the agricultural area used in the EU countries, with about 13.9 million hectares in 

2013, after France, Spain, Great Britain, Germany and Poland – Fig. no.1 
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Fig. no.1. Top ten EU countries by agricultural area used (million hectares, 2013) 
Source: Eurostat 
 

Of the total agricultural land used, more than half represents cultivated arable land, with an important share of cereal 

crops. Other uses of the agricultural area used include livestock, pasture, hay, etc. 

At EU level, the Common Agricultural Policy (CAP) favors mass production and industrial agriculture, a model to 

which agricultural systems in Eastern Europe should also rally. There are three versions of modern agriculture in the 

EU: 

 German model, with large farms; 

 The model centered on support for small producers; 

 A model aimed at coexistence of intensive industrial production in regions that allow this and which can add 

value to products on world markets, alongside small farms operating in more difficult conditions, but can 

provide high-quality goods in local markets. 

The image of contemporary Romanian agriculture does not fully correspond to any of the above models, being 

structurally different from the rest of Europe. In fact, Bulgaria and Romania are characterized by a "historic" absence of 

medium-sized family farms due to the communist tradition and legacy. 

Romania suffers from one of the most pronounced structural divisions of agricultural land between all EU Member 

States and, in particular, from the new Member States. Of the new Member States, Slovenia has the largest percentage 

of its arable land cultivated by many small farms. Romania, Croatia, Poland, Latvia and Lithuania have relatively 

evenly distributed land between different categories of farms, but Romania stands out due to the lack of a middle class. 

Hungary, Estonia, Bulgaria and to a certain extent Slovakia have more than half of their agricultural area cultivated by 

farms over 100 ha, but all hold a relatively large number of small farms. Instead, the Czech Republic is characterized by 

the most productive agricultural production oriented to large scale farms.- Fig.no. 2 
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Fig. no.2. Agricultural holdings according to the average size of the farm (hectares) 
Source: Eurostat 

 

Romania has certain structural characteristics similar to those of the agricultural sectors of the other EU Member 

States, but it is unique in terms of the size of the gap between the category of farms and small farms and the prevalence 

of subsistence / semi-subsistence farming. 

As far as the share of the employed population in agriculture is at the level of the European Union, it is around the 

average of 4.4%, with higher percentages in the countries of Central and Eastern Europe, while in the Western 

European countries the share of the population in agriculture is below the European average. 
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Fig. no.3. Share of the employed population in agriculture (% of the total employed population) 

Source: Eurostat 

 

The countries with the largest number of employees in agriculture are the ones with the highest gross added value 

generated at the worker level. In Romania, however, the vast majority of agricultural workers fall into the category of 

non-salaried staff (patrons, self-employed workers, unpaid family workers and members of co-operative associations). 

All this leads to the fundamental problem facing the Romanian agriculture, namely the low productivity of labor and 

implicitly the relatively low yield of agricultural production. 

In the aftermath of the fall of the communist regime, Romanian agriculture has undergone several changes that can 

be highlighted by the analysis of the gross added value (VAB) share of the agricultural sector in gross domestic product 

(GDP). 
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Fig. no. 4. Evolution of VAB share of agriculture in GDP (%) 
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Despite the natural agricultural potential of our country, as can be seen from the above figure, the share of the 

agricultural sector in GDP has suffered considerable reductions over the last two decades. In 1993, the VAB share of 

the agricultural sector was 22.6% of GDP, and at the end of the analysis period it fell to 4.8%. This development is 

largely explicable by increasing the importance of industry and the service sector in the national economy as a whole, as 

well as poor technologies and low labor productivity in the agricultural sector. 

Even under current productivity conditions, Romania is one of the main exporters of corn and wheat worldwide, due 

to the size of the available agricultural area. Thus, our country ranks thirteenth in the top of the world's largest maize 

producers, finding a net grain exporter. Romania holds the second most favorable position among the world's largest 

maize producers among EU economies, France being traditionally the largest corn producer in the EU. Romania is at 

the same time the third player on the Black Sea corn market after Russia and Ukraine. 

3. Limits and perspectives of the Romanian agricultural sector  

Considering the generous agricultural area available to our country, the high land use rate but a reduced share of 

VAB in GDP, we can deduce that there are a number of limiting factors. 

First of all, we can consider the fragmentation of agricultural holdings - Romania suffers from the most serious 

fragmentation problem in agriculture among all countries of the European Union and has an average holding size 

similar to Malta or Cyprus, two countries with a very small overall size. Almost 75% of the farms in Romania are under 

2 hectares and farms with a size of more than 100 hectares represent only 0.5% of the total, but they exploit 49% of the 

agricultural area. Here we can take as an example countries with high yields on agricultural production that have 

concentrated their agricultural potential on farms over 50 hectares - which offers them advantages such as economies of 

scale, the ability to attract trained farmers, easy access to finance and, implicitly, fast. 

Secondly, we must take into account the age and level of training of farmers. The labor force in the Romanian 

agricultural sector is of an advanced age and an inadequate level of training compared to that of other European 

countries. This may result in a reluctance to change, to the adoption of new tenologies, to innovation. According to the 

European Commission data, an overwhelming majority of 96.4% of Romanian farmers said they learned their 

agricultural skills strictly on the basis of practical experience. Another problem characteristic of the Romanian 

agricultural sector in terms of human resources is the fact that there is no clearly defined professional status of the 

farmer. This has strong implications for tax and social security and health care. 

Another weak point of the Romanian agricultural sector is the low level of capitalization. This modest capitalization 

can be attributed to a low degree of technology of agricultural holdings in Romania. Less than 2% of holdings in 

Romania have a tractor - one of the basic technological facilities in the agricultural field, as opposed to 84% of the 

holdings in the Czech Republic. At the same time, many agricultural holdings are working with already depreciated or 

bought second-hand machines. The lack of a modern machinery and equipment park is a major obstacle and will not be 

able to achieve the European average yield without massive investment in state-of-the-art agricultural technology. There 

is no need to neglect the storage of agricultural products, which in many cases are inappropriate for efficient use. 

Another problem facing the Romanian agriculture is tax evasion. The field of agriculture in which this type of tax 

evasion manifests most strongly is the sale of primary agricultural products, especially cereals and fruit-vegetables, as 

the producer sells production directly from the field and it reaches the final consumers through intermediaries to a 

several times higher, and the amounts are not declared. 

Agriculture is also strongly affected by the phenomenon of non-legal work, but this is harder to quantify, as 

subsistence agriculture and unpaid family labor are widely practiced. Many agricultural activities are occasional and 

they can not be hired by workers with an individual contract of permanent work. These activities need unskilled labor 

only occasionally at different times of the year and should be done by employing day-laborers. Day workers who work 

in agriculture are part of the most vulnerable social category and are at the same time beneficiaries of social benefits 

paid by the state. In many cases, although hiring daytime workers is legally regulated, they refuse to work day by day 

because they lose the social benefits they receive from the state, so they work without legal forms. 

Transforming agriculture and rural areas in a way that makes effective use of available resources requires public 

action and involvement, along with strategic coordination. 

Among the measures to improve the efficiency of the agricultural sector, we mention: 

 Encourage land merging and stimulate farmers' association. Although consolidation of farms is a slow 

process, the integration of small and medium-sized farms into agricultural producer / cooperative groups or 

organizations may be the safest way to allow access to markets and at the same time to obtain credits for 

production or investment in facilities common. The difficulty of small farmers, either to reach the market or to 

obtain market confidence to maximize their income, can be overcome if they understand the benefits and agree 

to get associative. Consideration should also be given to optimizing the way grants are awarded to small farms; 

 Decrease of the average age of the population in the agricultural sector and increase of the professional 

training of farmers, because a still high agricultural area is used by older farmers (over 65 years old) without 

professional training. This phenomenon, coupled with a low level of education and training, had a negative 

impact on the performance of the sector. In the future, it is important to continue encouraging the transfer of 

agricultural assets between generations through incentives for young farmers together with efforts to increase 
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knowledge, skills, skills and skill levels. In this case, an important role is played by the education system, 

which should place greater emphasis on modernizing and diversifying agricultural specializations and 

harmonizing them with the realities of the agricultural sector in a European context. Young people are more 

receptive to the association, application of new technologies and environmental issues; 

 Developing entrepreneurship in rural areas with the aim of decoupling the activity of these regions from 

subsistence agriculture. Entrepreneurship is a major factor for economic growth, innovation, competitiveness, 

employment and social integration. In rural areas there are opportunities for economic diversification through 

non-agricultural activities, such as rural tourism, which have gained ground in recent years in Romania. The 

entrepreneurial initiative can support rural actors in identifying and promoting viable strategies and actions that 

respond to the important economic changes in rural areas as well as to the social needs in rural areas; 

 Sustainable rural development through the adoption of good practices in EU countries and the formation of 

rural clusters that would promote innovation through collaboration between universities, public and private 

entities. Rural cluster formation can increase the yield of the agricultural sector in the area, but it is mainly a 

measure of the local economy - because these clusters will not only contain agricultural activities. Promoting 

modern farm management models would add value to agriculture through rotational or diversification 

methods, but also through IT or robotics. In fact, the European Commission encourages cluster formation. 

Thus, in 2016 it developed a typology based on statistical and cluster analysis, according to which Member 

States are grouped into five categories (clusters), the interpretation of which depends on the importance given 

to the objectives of the CAP: the sustainability of food production, the sustainable management of natural 

resources and balanced territorial development. Romania is part of the first group of countries, alongside 

Austria, Germany, Latvia, Malta and Poland, characterized by internal convergence, flexible implementation 

of green payments, support for small farmers and sustainable development of rural areas; 

 Use of environment-friendly agricultural practices and the development of organic farming. Organic products 

have a spectacular year-on-year increase across Europe and the world, despite the fact that at this time there is 

no dominance in the food market. This type of farming could be a niche market for some farmers. In the 

European Union, countries like Germany, France, Great Britain and Italy represent the most important organic-

consuming countries. This phenomenon has expanded also in Romania, which manages to attract more 

consumers from year to year; 

 Facilitating access to European and national funds would contribute to the import of know-how, the renewal 

of the farm machinery and agricultural machinery, and the modernization of agri-food processing units. These 

are imperative requirements because the increase in agricultural productivity depends to a large extent on the 

mechanization of the sector; 

 Encouraging the cultivation of technical plants (in, hemp). At present there is an increase in demand for fiber, 

which can provide an income for growers in areas that are suitable for such crops, but can also represent an 

alternative to crop rotation and the recovery of the processing sector; 

 Increase of greenhouse and solarium surfaces. In this way, the necessary extra-season vegetables can be 

provided and vegetables can be protected from climate change as a result of global warming; 

 More efficient promotion of domestic agro-food products on foreign markets. 

By applying the above measures, it is intended to increase the yield in agriculture and increase the volume of 

exports, which will have a significant impact on GDP and the state budget. 

At the same time, we must consider that in order to achieve food security, the European Union claims for 

implementing food safety management systems, systems that on the one hand help manufactures achieve safe products, 

and on the other hand, give traders and consumers the confidence that the products they buy do not endanger their 

health. (Criveanu, 2012) 

 That is why, in the future, I believe that every effort must be made to cope with competition on European and agri-

food markets, especially through the development of agriculture at European standards. 

4. Conclusions 

In spite of the considerable agricultural potential of our country, the yields in Romanian agriculture are modest, 

indicating a utilization of the factors of production far below the optimal values. Properly exploited, the existing 

potential allows for extra value and employment in a more productive way, thus contributing to real progress towards 

reducing rural poverty and eliminating income gaps in urban areas. 

Romania has to make the most of the favorable global and European trends and its own competitive advantages in 

the agricultural sector. Romania also needs to maximize the opportunities and benefits it can achieve through the 

implementation of the CAP and through its participation in the EU and third countries market At the same time, 

Romania must manage the main internal constraints and identify the best ways to address some factors such as climate 

change. 

Agriculture and rural development in Romania in the 2030 horizon aims at achieving a level of coherence between 

agriculture, environment and rural development through the smart and sustainable valorisation of agricultural land, 

labor and capital. 
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The Romanian farmer in the 21st century must be competitive, connected to current information, open to innovation 

and new technologies, reaching the same level of well-being and similar living conditions as the inhabitants of urban 

areas. In this way, Romania will ensure its food security and become an important player in European and international 

agri-food trade. At the same time, the competitiveness of agrifood products must be related to the sustainability 

(sustainability) of their production. 
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Abstract 

Along with the new challenges in the process of adapting to the market economy, targeting the demand and supply law, the 

competition law and the process of Romania’s integration into the European Union, the rehabilitation of transport infrastructure, 

water supply, waste recycling, environmental protection, monitoring state aids, ensuring a loyal and predictable business 

environment, are the main reasons for using public-private partnership as a way of working together between the public sector, the 

initiator of public utility projects and the private sector, the fund holder and the executive management. Increasing the availability of 

the private sector to take on a range of responsibilities and risks as well as the public sector to privatize public utility services has 

resulted in the multiplication of efforts to introduce the concept of public-private partnership to achieve economic and social 

objectives and projects from Romania. 

Over time, the concept of public-private partnership has been the subject of legislative regulations both in the Member States of the 

European Union and in Romania, which recently adopted a new normative act on this type of partnership and which constitutes a 

objective of the Governance Program over the period 2018-2020 on the objectives of economic growth and strengthening fiscal-

budgetary sustainability by significantly increasing the budget-financed investments or by accelerating the absorption of the 

European funds and by stimulating private investment. In view of the above-mentioned aspects, we propose that through this paper 

we address the theoretical issues of the public-private partnership and from the investigations carried out to highlight the advantages 

and the limits of a partnership of this kind, but also the main categories of institutions that are most effective in realizing of such 

partnerships with major benefits for the entire national economy.  

 

 

Keywords: Public - Private Partnerships, Private Sector, Public Sector, Legislation, Policy Management, Benefits and Limits . 

1. Introduction 

The Public-Private Partnerships (PPP) is the way in which stakeholders have a common goal of attracting private 

investment to increase efficiency and deliver high performance public services, based on clearly defined and 

coordinated rules to achieve the expected results. A public-private partnership is a form of cooperation between the 

public and the private sector, based on certain regulations on the basis of which such partnerships may arise and which 

may take the form of: works or service contracts, concession contracts, joint venture contracts, which will bring 

important benefits to both partners, and the risks and costs are distributed proportionally between them. Although the 

interests of the partners are different, the private entity is profit-oriented and the public one is aimed at respecting the 

principles of economy, efficiency and effectiveness in the use of public funds, ultimately the same is the goal of 

financing, building, renovating, managing or maintaining goods through which they want high quality public services. 

In doing so, each partner contributes to planning and mobilizing the resources needed to achieve a common goal, each 

based on a voluntary decision and contributing with its own, material, financial or other resources (Man and Măcriș, 

2014). 

A public-private partnership is made on the basis of a long-term contract concluded between partners for the purpose 

of carrying out activities of public interest, based on the capacity of each partner to equitably allocate resources, risks 

and benefits, being the main opportunity to introduce private management in public services. 

The sectors of the economy that are suitable for public-private partnership projects are very diverse, including water, 

electricity, gas, sewerage, waste treatment, telecommunications, collective restoration, research and development, 

education, health, tourism, maritime and air transport, justice, defense and others. 
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Although in Romania there have been and there are various forms of collaboration between public and private 

entities in various fields, the legal mechanisms of such a partnership have so far not been used with maximum efficiency 

to achieve the expected results in these sectors, although they would could have been a viable option for financing 

public or infrastructure services. 

2. Reserch methodology  

The need for knowledge in this field has led to the investigation of the topic addressed. In order to accomplish this 

approach, certain principles and rules specific to the research methodology were observed, among which mention: 

review of the specialized literature, use of other sources of information: respectively: various analyzes and studies 

elaborated on this topic and the specific legislation in the field. The basis of this paper was the theoretical research on 

the methodological aspects used in the case of the public private partnership in the context of the new regulations 

imposed at the level of Romania or at European level, quantitative method, observation, analysis and synthesis. In the 

context of the new approaches, based on the ideas found in the literature and in the normative framework, a synthesis of 

the various aspects of the public-private partnership resulted in various opinions with consequences in the evolution and 

development of the economy. 

3. Theoretical and legislative approaches to public-private partnership 

As a result of the various forms of collaboration between public and private entities, it is rather difficult to formulate 

a template definition of public-private partnership. Different perception of this type of partnership is due to the 

existence of various systems of administrative organization and public services encountered in different communities 

and political cultures. Currently, public-private partnership (PPP) is a notion often present in political speeches and in 

economic, financial and legal publications, in the economic press, or in international institutions. The notion of public-

private partnership is any form of collaboration between the public and the private sector that is legally different from 

the point of view of the way in which partnerships are expressed and is different from one legal system to another. 

In Romania, the emergence of the first public-private partnership structures has been formed at national level since 

1990 as a result of developing sectoral, national strategies and institutionalized structures that have been generated by 

the new challenges emerging in the development and consolidation of the economy the privatization of public utility 

services, the development of the business environment, which led to an increase in the private sector’s willingness to 

take on a range of responsibilities and risks, the urgent need for local government to find new financing solutions for 

activities, as well as the process of integration into the European Union (Dima and Man, 2013; Grabara et. al, 2013). 

Legislative approaches since the onset of these partnerships to date did not lead to the achievement of outstanding 

results related to the development of major public-private partnership projects that will contribute substantially to 

economic development, especially local communities, but also the economy in its whole. For these reasons, but also due 

to the fact that the concession legislation was incomplete and unclear at that time, it was the main obstacle for the 

optimum development of PPP projects, and it is necessary to adopt new legal regulations that have succeeded over time. 

In this respect, in 2010, through the Public-Private Partnership Law No.178, it was attempted to regulate the way of 

realizing a PPP project that had as main objective the design, financing, construction, rehabilitation, modernization, 

operation, maintenance, development and the transfer of a public good or service. Surprisingly, this law did not bring 

the desired results, as no public-private partnership project was concluded during the period in which it was in force. 

This law could not be put into practice for several reasons, namely: 

 its unclear formulation; 

  the establishment of a legislative parallelism, i.e. its implementation realises when the concessions and public 

procurement legislation is not applied; 

 the rigidity of the regulations in this normative act; 

  the lack of an interface in the Electronic Public Procurement System (SEAP) useful in publishing selection ads. 

 These issues did not allow the development of PPP projects and the attraction of private funding, as expected with 

the entry into force. The SEAP functionality became operational only in early 2013 when it was possible to publish 

selection and PPP contracts. 

As our country as a member of the European Union through the commitments assumed had the obligation to ensure 

the harmonization of the legislative and institutional framework for the development of investment projects under 

public-private partnership regime, it established by a Government Decision under the subordination of the Ministry of 

Public Finance, The Central Unit for the Co-ordination of Public-Private Partnership (UCCPPP), having the role of a 

central institution in the field of public-private partnership projects with tasks of guidance and monitoring of the public 

partners and of the private investors interested in organizing and carrying out activities a public-private partnership 

project. 

In 2012 at the level of the central public administration a series of reorganizations took place which led to the 

passing of UCCPPP under the subordination of the Department for Foreign Investments and Public-Private Partnership 

(DISPPP), a specialized body with legal personality from the Government working apparatus, which functioned until 

the end of 2016 when it was totally divided by a new legislative act and its activities were taken over by the Ministry of 
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Public Finance. Although the law has been altered by the European Commission’s observations on non-compliance 

with principles governing public contracts, it has proved to be a regulation that can not be adapted to the economic and 

legal realities of the moment. 

Regarding the fact that the law adopted in 2010 proved to be inoperable, in May 2018, the Government adopted the 

Government Emergency Ordinance No. 39 on public-private partnership, which is one of the objectives of the 

Governance Program for the period 2018-2020, with on the objectives of economic growth and strengthening fiscal-

budgetary sustainability by significantly increasing the investments financed from the budget or by accelerating the 

absorption of European funds, as well as by stimulating private investments. Thus, through macroeconomic fiscal-

monetary policies, macroeconomic consolidation can be achieved and, against the backdrop of macroeconomic 

equilibrium, wealth growth will be achieved. In this respect, it is proposed to stimulate private investment through 

active involvement of the state, i.e. by enhancing the projects in public private partnership and by state aids granted by 

the Government. 

According to this regulation, the public-private partnership aims at the realization, rehabilitation, extension of a good 

or property belonging to the patrimony of the public partner and/or the operation of a public service. Its provisions are 

operable by the public partner for the implementation of a project if the project substantiation study demonstrates, in 

addition to the elements presented in Table 1, that more than half of the revenues to be achieved to the project company 

from using the good/goods or operating the public service that is the object of the project come from payments made by 

the public partner or by other public entities for the benefit of the public partner. 

 
Table no.1. Key elements of the fundamenting study 

 

No. crt. Elements 

1. The project financing 

2 The economic efficiency of the project 

3. The risk distribution structure for each alternative project implementation option 

4. The degree of support of the project and the comparison of alternative contractual options/arrangements for project 

implementation 

5. The characterization of the project in relation to the public deficit and public debt, calculated according to the methodology 

applicable under the European Union law 

 

Also, the mechanism of public-private partnership is characterized by a series of elements, among which (EIB, 

2017): 

 cooperation between the public partner and the private partner for the implementation of a public project; 

 financing the project, mainly from private funds and depending on the situation, by pooling private funds with 

public funds; 

 the relatively long duration of contractual relationships over 5 years, allowing the private partner to recover the 

investment and achieve a reasonable profit; 

 distributing the risks between the public partner and the private partner, depending on each contracting party’s 

ability to assess, manage and control a particular risk; 

 achieving the goal pursued by the public partner and the private partner. 

The following forms are known within this partnership (The Government of Romania, O.G. 39/2018): 

 institutional public-private partnership - is the one made under a contract between the public partner and the 

private partner, through which the two partners form a new company that will act as a project company and which, after 

being registered in the company register, acquires the capacity as a party to the respective public-private partnership 

contract; 

 contractual public-private partnership - is based on a contract between the public partner, the private partner 

and a new company whose share capital is wholly owned by the private partner acting as a project company. 

All public-private partnership contracts may also be concluded for the purpose of performing relevant activities in 

the public utility sectors provided by Law no. 99/2016 regarding the sector acquisitions, as subsequently amended and 

completed, as well as for the realization by a private operator of the community utilities services provided by the 

Community Public Utilities Act no. 51/2006, as subsequently amended and supplemented. 

Regarding the financing of investments under public-private partnership contracts, this is carried out as follows: 

• in full, from financial resources provided by the private partner; 

• from the financial resources provided by the private partner, together with the public partner. 

The private partner provides the necessary financing for the realization of the investments from own resources and/or 

attracted resources from the donors and the public partner can contribute to the financing of investments with public 

financial resources, including from external non-reimbursable post-accession funds and from the national contribution 

related to them the conditions laid down by national and European Union legislation. The contribution of the public 

partner to the financing of investment in a public-private partnership contract made up of financial resources other than 

non-reimbursable external funds and the national contribution to such funds may not exceed 25% of the total amount of 

the investment.  

In table no. 2 the mandatory steps to be taken to conclude and commence the fulfillment of the obligations of a 

public-private partnership contract are to be presented. 
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Table no. 2. Stages covered in a public-private partnership contract. 

No. crt. Steps 

1. Making a fundamenting study by the public partner. 

2. Approval of the Government’s substantiation study for central public administration projects or, where appropriate, deliberative 

authorities for local government projects. 

3. Examining the procedure for awarding the public-private partnership contract. 

4. Approval of the public-private partnership contract resulting from the finalization of the negotiations and initiated by the parties, by 

the Government for the central public administration projects or, as the case may be, by the deliberative authorities for local public 

administration projects. 

5. Signing the public-private partnership contract. 

6. Fulfillment of all the conditions of suspension provided for in the public-private partnership contract, including the financial closure. 

 

Public entities wishing to carry out public-private partnership projects will organize and operate by decision of the 

head of the public entity, internal units for the coordination of public-private partnership projects organized as internal 

structures without legal personality dedicated to the preparation, assignment and implementation of the public-private 

partnership contracts or, as the case may be, the implementation of the contracts assigned by the National Commission 

for Strategy and Prognosis, which will be supported in carrying out the activity of technical, financial and legal 

consultants contracted in accordance with the legal provisions. 

4. Considerations on the benefits and limits of a public-private partnership 

Analysing the literature on this topic, we found that the institutional capacity to create, manage and evaluate public-

private partnerships is essential to ensure that they become an effective tool for delivering important services such as 

infrastructure, which is best suited to such partnerships. Many economic analysts, especially Europeans, that pay more 

attention to public-private partnerships, consider that transferring management and private sector knowledge to the 

public sector can reduce the management gap in the public sector resulting from the fact that people who manage public 

resources, are not theirs, they do not assume any risk, often in conflict of interests or may be subjected to external 

influences or pressures, affecting the observance of the principles of economy, efficiency and effectiveness in the use of 

public funds. 

Over time, the implementation of PPP projects has highlighted a number of benefits that refer to (Moldovan, 2017; 

Petrescu, 2010; Vertakovaa and Plotnikov, 2014): 

 better implementation of public projects from the point of view of observance of the execution terms and the fitting 

into the approved budgets; 

 the allocation of financing costs both during construction and operation, with the effect of reducing immediate 

pressures on public sector budgets; 

 providing easy facilities to attract additional resources in a specific area; 

 reducing construction costs and improving quality by capitalizing on the efficiency and innovative potential of the 

private sector; 

 ensuring attracted stakeholders to support all project-specific actions. 

 stimulating research - development, innovation and sustainable development efforts; 

 introducing new, more efficient and effective ways of achieving projects; 

 the proper allocation of risks between the public and private sectors, resulting in a reduction in the overall costs of 

the project. 

Since public - private partnerships have a common goal in their creation and development, advantages have been 

identified by both parties, and they will be described in Table 3. As can be seen from the information below, the public 

sector is most helpful in implementing such partnerships.  

At the same time, as for any other activity, also in the case of public - private partnerships, certain limits have been 

identified that cover a number of aspects (European Court of Auditors, 2018; Jomo et al., 2016): 

 responsibility and transparency in the provision of services is limited by the involvement of a private partner to 

whom the same obligations as the public are not subject. 

 long-term partnerships may involve higher costs if the project is funded by the private partner through a private 

loan, with the risk of rising final costs; 

 the existence of high transaction costs in the negotiation procedures, the financing needs being relatively large and 

the association agreements being carried out over fairly long periods. In such a situation, only a relatively small 

number of private or non-governmental partners will have the financial and institutional capacity to enter into such 

partnerships that will distort economic activity and will create competitive advantages only for a part of the economic 

partners. 
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 both partners must have the skills and capacities specific to such partnerships in order for a contract to be 

successfully assigned and implemented and the number of partners with such capabilities is rather limited. 

Table no. 3. Advantages of partnerships by sectors 

Crt. no. Public sector Private sector 

1. 
Attracting private financial resources to finance public works 

or services. 

Public Private Partnership is an excellent business opportunity for 

the private sector. 

2. 
Cost reduction. It benefits from intellectual property acquired through the 

partnership project. 

3. 
Transferring a part of the project risks to the private partner 
or the risk of emergence of force majeure. 

Project funding can be done not only from private funds, but can 
also include a component of public funds coming from non-

reimbursable funds and the corresponding national co-financing. 

4. 
Increase efficiency of public projects by using know-how and 
private management in public projects. 

 
- 

5. Less implementation time. - 

6. 
Increased quality of public services provided to the 

population. 

- 

7. 

The possibility of benefiting at the end of the project from the 
property right of the product made under the partnership 

contract, which is transferred free of charge and free of any 

tasks to the public partner. 

- 

 

According to the legal provisions and the literature (Pîrvu and Voicu Olteanu, 2009; Munteanu et.al, 2013), the risks 

of financing, obtaining permits, opinions, timely delivery of projects or activities are distributed between the two 

equitable partners, depending on their possibilities and expertise to deal with them, being generated by: 

 the absence of common goals and objectives for the partners involved in this form of collaboration can end up 

conflicts both during the project implementation and in the operational phase with negative consequences on the 

fulfillment of established indicators; 

 the impact of the project on other services or projects, such as public transport-related transport infrastructure 

projects; 

 the existence of differences in organizational culture between partners, accentuated in the event of difficulties 

during the project’s realization; 

 the lack of coherent national strategies on infrastructure development, a situation that does not allow for the 

correct estimation of the initial parameters of the project; 

 the existence of a hostile economic and political environment that makes cooperation between partners unattractive. 

Public authorities in Romania consider that it is more profitable to finance public investment by accessing resources 

through the European Regional Development Fund than through PPP, with the exception of infrastructure investments 

where the concession’s benefits may be higher compared to investments in other areas of public interest activity. 

Therefore, Romania’s delay in implementing PPP projects may be motivated by inadequate legislation in this area and 

the lack of experience of the public authorities that should initiate these projects and the difficulty of completing them. 

5. Conclusions 

The utility of public-private partnership has proven its effectiveness in socially important areas such as education, 

health, services and transport systems development. These types of partnerships have an important growth in Europe, 

but with macroeconomic and systemic significance only in the UK, Turkey, Italy, France, Germany, Portugal, the 

Netherlands and Spain. In all other European countries, including Romania, the importance of investments through such 

partnerships remains low compared to traditional public investment procurement. For the Romanian public sector a 

particularly important aspect is the necessity of satisfying the public interest through appropriate public services as the 

main means of eliminating or reducing the factors of stagnation of the evolution of this sector and satisfying the social 

needs whose diversification requires finding new forms to provide public services through the public-private 

partnership, whose specificity is given by private intervention in public administration, under the control of public 

authorities. So we need a modern and flexible public administration that can manage the priority of public investment 

for development, which includes as a tool to implement these partnerships, which would prove useful for making public 

investments especially in rural areas, which increase the competitiveness of land use and improve the quality of life of 

the inhabitants. 

Public-private partnerships are often accompanied by significant deficiencies in policy management and partnership 

implementation, as there is no interest in developing and promoting strategic priorities as well as in respecting 

important principles and criteria through a co-ordinated and cooperative system among all partners, and due to the fact 

that the legal framework is not clear and explicit for all situations that may arise, and no tools for effective management 

of these projects are developed. 
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The implementation of many public-private partnership contracts, with no performing results in favour of the people 

and public partner benefits, with the recovery of private-sector investment, is the result of an institutional framework 

with weaknesses in evaluating, monitoring, analysing, recording and reporting such contracts, generating inefficient 

functionality of the system. 

Research has shown that these partnerships are more suited to economic infrastructures such as transport and 

electricity, where demand is relatively stable, and the impact on service quality is easy to assess and where better 

quality infrastructure can reduce costs at the stage operational. For public - private partnerships to become an effective 

tool for financing key infrastructure projects, our country needs to have the institutional capacity to create, manage and 

evaluate these partnerships. 
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Abstract 

The current context of the globalization of the economy, the development of the capital markets and the accession of Romania to the 

European Union, imposed a series of measures regarding the introduction of accrual accounting in order to fulfil the assumed 

commitments. Therefore, Romania’s primary purpose in developing the public accounting system was to harmonize it with national 

legislation, European directives and International Accounting Standards for the Public Sector. From the analysis carried out on the 

reform initiated in the Romanian public accounting system, it transpired that the national legislation was substantially improved by 

introducing specific elements for the accrual accounting. Regarding these aspects, the objective of this paper is to undertake an 

analysis of the implementation of the International Public Sector Accounting Standards by identifying those standards that can be 

easily applied and adapted to the specifics of the public system in Romania, given that the regulatory bodies recommended their 

application rather than their obligation. 

 

 
Keywords: International Public Sector Accounting Standards (IPSAS), accounting harmonization, implementation. 

1. Introduction 

Accounting harmonization has made it necessary to adopt a common financial reporting language, which is achieved 

through the accounting normalization process. In this respect, the improvement and reduction of the differences between 

the national accounting practices and the international ones, aiming to develop principles and norms of a general nature 

leading to comparability of the information provided by the content of the financial statements of entities in the public 

sector. At the same time, the harmonization of rules is seen as the main means of ensuring the transparency and 

comparability of the information that leads to the optimization of the public sector decision-making process, from which 

interested parties can make an appreciation of the performance of different levels of this system. At international level, 

accounting harmonization at the public system level is guided by the International Public Sector Accounting Standards 

(IPSAS) developed by the International Public Sector Accounting Standards Board (IPSASB), a body that aims to 

evolve accounting standards to the highest levels, so that they can be used efficiently by public entities in the process of 

generating financial statements with a general purpose, which will lead to an improvement in their degree of trust and 

transparency. Thus, there are concerns both at the international level and within the European Union for the 

normalization and harmonization of accounting systems in order to create uniform procedures for the recording of 

financial transactions at the level of all states (Bellanca, 2015). 

The integration of Romania as a full-fledged member of the European Union has led to multiple changes in the level 

of accounting for public institutions. In this regard, the accounting regulations for public institutions, approved by 

O.M.F.P. no. 2021/2013 are based on the international vision of public sector accounting and professional judgment. 

From this perspective, these regulations explicitly or implicitly include elements of the International Public Sector 

Accounting Standards (IPSAS). 

Government adoption of IPSASs will improve both the quality and comparability of financial information reported 

by public sector entities around the world. It will also strengthen the management of public finances, which will lead to 

a better assessment of government resource allocation decisions, thereby increasing transparency and accountability 

(Tudor and Crișan, 2017; Dascălu et. al., 2006; Nistor, 2017; Ristea et.al., 2010). 
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In the current context at the European level, it is envisaged to develop a harmonized accounting framework that 

responds to the specific needs of the public sector in the Member States. From this perspective, the European 

Commission develops its own accounting rules, called the European Public Sector Accounting Standards (EPSAS), 

based on IPSAS. Given that Romania is a member of the European Union, it will have to comply with the European 

public accounting requirements as well. That is why accountants working in public institutions need to familiarize 

themselves with IPSAS specific accounting concepts and reasoning. 

2. Legislative approaches regarding the evolution of public accounting in Romania in view of the transition to the 

adoption of IPSAS 

Over time, our country’s public accounting system has evolved in light of the changes that have taken place at 

certain times. All this was determined by the emergence of the market economy and the fall of the communist regime. 

A number of legal provisions constituted the cornerstone that revolutionized public accounting in Romania, namely: 

Accounting Law no. 82/1991, Order of the Ministry of Public Finance (OMFP) no. 1746/2002 and 1792/2002 on the 

hiring, liquidation, authorization and payment of expenses to public entities, GD no. 81/2003 and OMFP no. 1487/2003 

regarding the revaluation and amortization of fixed assets held by public entities, OMFP no. 520/2003 on the 

organization and management of the budgetary revenues, but not the last of the OMFP no. 1917/2005 regarding the new 

plan of accounts for public institutions, which made a closer alignment to the entity’s chart of economic accounts. 

The adoption of IPSASs started in 2002, when the transition from the cash accounting to the accrual - based 

accounting took place, having as a legal document the implementation of OMFP no. 1746/2002, through which the 

methodology for organizing and managing the accounting of the public system, the chart of accounts and the accounting 

monographs used for the registration of operations was established. The basis for this regulation was a series of 

elements of the European System of Accounts (ESA 95), the Financial Regulation of the Council of Europe no. 

1605/2002 or the Manual of Government Financial Statistics, prepared by the International Monetary Fund. 

Also, the introduction of the new budget classification applicable from January 2006 through OMFP no. 1954/2005 

was imposed by the necessity of its correlation with the National Accounts System and the 2001 Public Finance 

Statistics Handbook. The purpose of this order was to comply with the Standards of International Bodies on the 

Compilation and Presentation of Public Finance Statistics, in order to improve the structure and the transparency of 

operations carried out on public funds as well as our country’s commitment to implementing the acquis communitarian 

in the field of public finances. 

Later, after Romania’s accession to the European Union, it was necessary to improve accounting in the public system 

through the emergence of new regulations at the national level through OMFP no. 2021/2013, applicable on 1 January 

2014, and at European Union level by Regulation no. 549/2013 on the European System of National and Regional 

Accounts of the EU (SEC 2010) applicable on 1 September 2014, the date from which information was transmitted to 

Eurostat in compliance with the 2010 ESA rules. This sets out the accounting framework applicable at European level 

which gives the possibility of an analytical and systematic presentation of a country’s economy, its main components 

and its relations with other economies in order to ensure international comparability, harmonization with other 

economic and social statistical systems, consistency, stability over a long period, focus on process description 

economically sound and easy to monitor; application capability in different situations and with different purposes. 

Consequently, the transposition of this regulation at the level of Romania was achieved through: OMFP no. 496/2014 

for the approval of the Methodological Norms regarding the acquisition and withdrawal of the certificate of attestation 

of acquired knowledge in the field of the European System of Accounts and of the Law no. 270 / 2013 amending and 

supplementing Law no. 500 / 2002 on public finances. 

Therefore, the progress made in our country’s public accounting system for the implementation of IPSASs 

contributes to: the increase of the quality of financial reporting by the institutions, the credibility and transparency of the 

information provided, the achievement of comparability and a responsible evaluation at the level of all the managed 

resources, making accurate decisions, assessing the financial situation, financial performance and cash flows, good 

management and resource management, more detailed information on cost-effective management of results, performing 

more effective internal control and much more transparency regarding assets and liabilities (Deaconu et. al., 2011; 

Gisberto and Nisulescu-Ashrafzadeh, 2017). 

All these aspects covered by public accounting have been and are still possible following the evolution of the 

national regulatory framework, with IPSASs main benchmark setting out how to recognize, evaluate, describe and 

present transaction information and events in general purpose financial statements. 

3. The Current State of Implementation of the International Public Sector Accounting Standards 

The world globalized economy and financial markets have contributed to the recognition of IPSAS as a common 

methodological basis for the preparation of financial reporting by the budgetary sector. The experience of other 

countries reflects that such features, such as intelligibility, relevance and comparability of information, are achieved 

through the direct use of international standards for the preparation and reporting of financial statements (Măcriș, 2015). 

At the public sector level, by introducing accrual accounting and waiving cash accounting was the first step and the 
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most important reform process of public financial management. On this basis, IPSASs are the main international 

reference that provides financial information to the public sector through the use of accrual accounting. International 

bodies contributed by adopting IPSASs to their legitimacy, this ample process having a particular impact on their 

implementation at the EU level for the Member States. The accounting harmonization imposed the need to adopt a 

common financial reporting language, which can be achieved through the accounting normalization process. In this 

regard, the improvement and reduction of the differences between the national accounting practices and the 

international ones, aiming to develop principles and norms of a general nature leading to comparability of the 

information provided by the content of the financial statements of entities in the public sector (Man and Ciurea, 2016 a, 

b). At the same time, the harmonization of rules is also considered as the main means of improving clarity and 

comparability, which will also lead to the completion of the wide public decision-making process, from which 

stakeholders can assess the performance of the different levels of this system. Public Accountancy Harmonization 

(IPSAS) has as its main reference the International Public Sector Accounting Standards (IPSAS).  

The accrual-based accounting standards adopted for all areas of the public system at EU level are the best solution 

for public sector management and governance. In the public sector, accrual accounting is intended to increase the 

efficiency and effectiveness of the business, while providing liquidity requirements for optimal performance of this 

system (Pitulice, 2013; Tudor, 2010). In this context, IPSASs are the only tool for accounting for the public system that 

helps to manage it, according to clearly defined principles, which largely depend on information from managers 

providing information on the financial and economic situation and performance of it. This type of accounting is the only 

system for obtaining generally accepted information, which identifies the true, complete and reliable image of the 

financial situation and the performance of public entities (Nicula and Bragadireanu, 2017; Dumitru and Pitulice, 2014; 

Munteanu et. al., 2014). At the same time, this implies the recording of all transactions, not when cash is made, but at 

the moment when the economic value is created at the time when claims and obligations arise or turn out or when they 

record transactions when the amount is received or paid. In fact, accrual accounting can be considered as 

complementary to cash accounting and not an alternative to it.   

Since 2012, C.E. through EUROSTAT initiated the process of setting up the European Public Sector Accounting 

Standards (EPSAS), which considered the fact that the implementation of the central EU budget made up of national 

budgets, requires common accounting tools to be harmonized and applied by all members. Therefore, IPSASs are the 

most appropriate reference framework for the future development of these European standards, called “EPSAS”, whose 

adoption contributes to the broad process of meeting EU requirements, and will bring substantial benefits better 

governance, development of public management, accountability in financial management and transparency. 

Based on the latest information made by visiting www.ifac.org, in the section for the public sector, we have found 

that new standards have been added, currently there are 41, of which 40 for accrual accounting and one for house 

accounting. Their inspiration came from IFRS and some of them have been tailored to the public sector. In this respect, 

the following standards may be mentioned: IPSAS 22 “Presentation of Financial Statements to the State Sector”, IPSAS 

23 “Income from Transactions other than Exchange Rate (Taxes and Duties)”, IPSAS 24 “Presentation of Budget 

Information in the Financial Statements”, IPSAS 32 “Service Concession Liabilities: Grantors”, IPSAS 33 “First-time 

Adoption of the Undertaking Basis”, IPSAS 39 “Employee Benefits”, and IPSAS Standard “Financial Reporting 

according to Cash Accounting”. Starting from the fact that the evolution and context of the act of the public sector 

activity is constantly changing, these standards are regularly amended and revised. 

At the level of Romania, the institution with attributions in the field of public accounting regulations is the Ministry 

of Public Finance (MFF), which through the General Direction of Treasury and Public Accounting has as main duties: 

 studying and analyzing the European Directives, the International Standards and the Financial Reporting of 

the Public Sector, as well as other documents adopted by the professional bodies in order to achieve the convergence of 

these regulations with the national ones; 

 ensuring that the annual and quarterly financial records required to provide information for the statistical 

reporting of EUROSTAT and other international bodies are improved and updated. 

The analysis of the specialized literature on the implementation of IPSASs in our country revealed that the 

opportunity for cooperation between the Court of Accounts and the Ministry of Public Finance was required to obtain 

certain assurances that all consolidated accounting reports are adjusted and meet the IPSAS requirements. Thus, in 

order to respond promptly to the international commitments assumed, this institution carried out a documentation that 

aimed at the evaluation and the stage of implementation of IPSASs. In this regard, a number of issues have emerged, 

related to the fact that: 

 did not exist at M.F.P. any collaboration with another specialized structure regarding the implementation of 

IPSASs; 

 at the level of Romania, an interdepartmental committee was not established for the implementation of IPSAS, 

although it was adopted in 2017, Order no. 928 on the approval of the Organization and Functioning Regulation of the 

Public Accountancy Council, it should have been the main independent supervisory body to ensure the convergence of 

national regulations and practices in the field of public accounting with the regulations applied at the E.U.; 

 no implementation timetable for IPSASs was established because it was not a request from the European 

Commission (E.C.), although the International Monetary Fund and the World Bank requested information on their 

applicability; 
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 the completion of the transposition process of all IPSASs has not been accomplished as new developments of 

the E.C. are expected; 

 the following standards have been implemented only partially: IPSAS 1 “Presentation of Financial 

Statements”, IPSAS 2 “Cash Flow Statements”, IPSAS 4 “The Effects of Changes in Foreign Exchange Rates” IPSAS 5 

“Borrowing Costs” , IPSAS 11 “Construction Contracts”, IPSAS 12 “Inventories”, IPSAS 13 “Leases”, IPSAS 17 

“Property, Plant and Equipment”, IPSAS 19 “Provisions, Contingent Liabilities and Contingent Assets”, IPSAS 23, 

“Transactions other than exchange transactions (taxes and charges)”, IPSAS 24 “Presentation of Budget Information 

in Financial Statements”, IPSAS 31 “Intangible Assets”. 

Table no.1. The current state of implementation of IPSASs in the Romanian public system  

Crt. 

nr. 

Name of standards  Full 

implemen-

tation 

Partial 

implemen-

tation 

Non-

implementation 

1. IPSAS 1 ,, Presentation of Financial Statements” - X - 

2. IPSAS 2 ,, Cash Flow Statements” - X - 

3. IPSAS 3 ,,Accounting Policies, Changes in Accounting Estimates and Errors” - X - 

4. IPSAS 4 ,,The Effects of Changes in Foreign Exchange” - X - 

5. IPSAS 5 ,,Borrowing Costs” - X - 

6. IPSAS 6  ,,Consolidated and Separate Financial Statements”  - X - 

7. IPSAS 7 ,, Investments in Associates” - X - 

8. IPSAS 8 ,, Interests in Joint Ventures” - - X 

9. IPSAS 9 ,, Revenue from Exchange Transactions” - X - 

10. IPSAS 10 ,,Financial Reporting in Hyperinflationary Economies” - - X 

11. IPSAS 11 ,, Construction Contracts” - - X 

12. IPSAS 12 ,,Inventories” - X - 

13. IPSAS 13 ,,Leases” - X - 

14. IPSAS 14 ,,Events After the Reporting Date” - X - 

15. IPSAS 15 ,,Financial Instruments: Disclosure and Presentation”(superseded 

by IPSAS 28 and IPSAS 30)             

- X - 

16. IPSAS 16  ,, Investment Property” - - X 

17. IPSAS 17 ,,Property, Plant and Equipment” - X - 

18. IPSAS 18  ,,Segment Reporting” - - X 

19. IPSAS 19 ,, Provisions, Contingent Liabilities and Contingent Assets” - X - 

20. IPSAS 20 ,, Related Party Disclosures” -  X 

21. IPSAS 21 ,, Impairment of Non-Cash-Generating Assets” - X - 

22. IPSAS 22 ,, Disclosure of Financial Information About the General 

Government Sector” 

- X - 

23. IPSAS 23 ,,Revenue from Non-Exchange Transactions (Taxes and 

Transfers)” 

- X - 

24. IPSAS 24 ,, Presentation of Budget Information in Financial Statements” - X - 

25. IPSAS 25 ,,Employee Benefits” - X - 

26. IPSAS 26 ,, Impairment of Cash-Generating Assets” - X - 

27. IPSAS 27 ,,Agriculture” -  X 

28. IPSAS 28 ,, Financial Instruments: Presentation” - X - 

29. IPSAS 29 ,, Financial Instruments: Recognition and Measurement  ” - X - 

30. IPSAS 30 ,, Financial Instruments: Disclosures” - X - 

31. IPSAS 31 ,, Intangible Assets” - X - 

32. IPSAS 32 ,, Service Concession Arrangements: Grantor ” -  X 

33. IPSAS 33 ,, First-time Adoption of Accrual Basis IPSASs” -  X 

34. IPSAS 34  ,, Separate Financial Statements” - X - 

35. IPSAS 35 ,, Consolidated Financial Statements” -  X 

36. IPSAS 36 ,, Investments in Associates and Joint Ventures” which has 

replaced  IPSAS 7 and IPSAS 8 

- - X 

37. IPSAS 37 ,,Joint Arrangements” -  X 

38. IPSAS 38 ,,Disclosure of Interests in Other Entities” - - X 

39. IPSAS 39 ,,Employee Benefits” which has replaced IPSAS 25 with 

application since 1.01.2018 

- X - 

40 IPSAS 40 ,, Public Sector Combinations,” to be implemented with 1.01.2019 - - X 

41. IPSAS ,, Released to Improve Financial Instruments Reporting” - - X 

 TOTAL STANDARDS = 41 0 26 15 
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Also, there are standards that are not found in the Romanian regulations at all, it is the case with the following 

standards: IPSAS 11 “Construction Contracts”, IPSAS 16 “Real Estate Investment”, IPSAS 27 “Agriculture” and 

IPSAS 32, “Commitments concession of services: concessionaires”, etc. In the table no.1. the present situation of the 

implementation of IPSASs in the accounting of the Romanian public system is presented. 

From the analysis of the information presented above, it resulted that 29 standards were partially implemented and 

12 of them were not implemented at all. Thus, it can be estimated that the implementation rate is 63.4% at the level of 

2018. If we refer to the grouping of these standards used to present the financial statements, revenues, expenditures and 

financial position, we will find that the highest degree of implementation have those relating to the presentation of 

financial statements, followed by income and expenses. 

4. Conclusions 

The global financial community, and in particular the European one, agree with the need to implement consistent, 

high-quality, high-quality counterparts. The need for a common language at the international level in the context of 

contradiction is very important because it provides a horizon for the professional debate. As a result of the changes in 

the Romanian public contingency, especially since 2016, when the approved regulations contain concepts and 

definitions from the International Standards for Public Sector Compatibility. They also recommend the possibility of 

selecting a contradictory tract to the application of a stable policy through professional judgment correlated with the 

requirements of the norms. All standards are an indisputable reference for the establishment of new EU-wide public 

sector accounts. 

The conclusion drawn from this analysis is that the implementation of IPSASs is a process that has been successfully 

launched in only one EU member state, namely Spain, and in other countries this process has been difficult to achieve 

because of the very large differences between IPSASs and nationally applied standards. Many of the obstacles to the 

implementation process have been generated by high costs or the need for substantial legislative changes. In Romania, 

the implementation of IPSASs has been achieved only partially, and the legal regulations in force at national level have 

and have inspired these standards, but without direct reference to them. 

Increasing the efficiency of public administration activity in administrative transparency, the use of modern 

communication tools and the transmission of information are major objectives that are permanently found in their 

strategies. One of the tools to implement these goals is to use the FOREXEBUG system that allows for standardizing 

the reporting and transmission of 15 types of financial statements for each public administration entity versus 43 

physical forms that were completed before using the new system. These situations are transmitted in electronic, 

standardized and secure format, which has allowed the confidence of data collected through cross-checks with system 

data to be increased. Therefore, the major advantage of using this system is that it allows for electronic monitoring and 

control of legal and budgetary commitments, with a direct impact on improving financial discipline and preventing the 

build-up of public institution arrears. 
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 Professional Conflict of interests: refers to the risk that the trust and image of the entity in the collaborators 

and clients view may suffer; 

 Informational Conflict of Interest: refers to the risk of loss of informational confidentiality. 

4. Case study on the domestic practices and procedures of multinationals 

In order to have a clearer picture of what the international conflict resolution behavior means and how it is 

manifesting, we appealed to the analysis of a sample of 177 global entities, chosen on the basis of three financial 

criteria; turnover, registered profit and total assets and the condition to have disclose public codes and policies on 

conflicting interests. The distribution of the sample by geographical area can be seen in Figure 1. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1 Batch distribution based on geographic areas 

 

The first step in analyzing the sample was to identify subjects who published relevant conflict of interest information 

and whether they were updated over the past two years. Note that for the purpose of data processing, we used the IBM 

SPSS Statistics 25 program, and the Cronbach Alpha coefficient was equal to 2.88, certifying the consistency of the 

sample as an excellent one. We also mention that each subject of the sample has in some cases presented multiple 

manuals and guides on conflicts of interest practices and procedures, each of which is intended for a different category: 

employees, management, board of directors and collaborators. The analysis was extended to all identified conflicts of 

interest information, with a total of 321 manuals, policies and guides analyzed. 

A second step in our research has been to identify the type of conflict management model used by each subject and 

whether there is a correlation between it and the staff responsible for conflict resolution and management of conflicts of 

interest. The analysis resulted, according to Table 3 processed by the SPSS Statistics 25 program, that 47.5% use the 

prohibition model by clearly specifying what is allowed and what is not allowed, in some cases with the indication that 

any employee who is unable to decide whether or not he is in a conflict of interest situation to address his superior or a 

named person. The 51.4% left use the disclosure model, referred to in the manuals sometimes as Whistleblower policy, 

in which case concrete examples of potential conflicts of interest are shown, so that the employees will understand what 

it signifies and so that they are motivated at any time if they realize that they are in a conflict of interests situation or are 

in uncertainty that they are, to address the person responsible. 

 
Table 3. Analysis of the sample composition according to the management model 

 Frequency Percent Valid Percent Cumulative Percent 

Valid ,00 2 1,1 1,1 1,1 

1,00 84 47,5 47,5 48,6 

2,00 91 51,4 51,4 100,0 

Total 177 100,0 100,0  

Source: Generated by the SPSS Statistics Program 25 

 

In the research, we found that some of the subjects created special compartments for the management of compliance 

of employee behavior with the code of ethics, some assigning this task to management, and others did not mentioning 

who is responsible for this task. Therefore, we considered the SPSS verification of the correlation between the model 

used and the existence of a special compartment dedicated to the compliance of the employees' behavior with the code 

of ethics. According to Table 4, as can be seen, the bivariate correlation is 0.37 greater than the recommended limit of 

0.01, therefore it is significant. We find that subjects using the prohibition model tend not to mention who is responsible 
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for the task of managing employee behavior compliance with the code of ethics, and those using the disclosure model 

assign this responsibility to management and the Compliance Bureau at an equal level. 

 
Table 4. Bivariate correlation between the model used and the department responsible for managing the behaviour of employees in the code of ethics 

 

 Model used Responsible 

VAR00009 Pearson Correlation 1 ,372** 

Sig. (2-tailed)  ,000 

N 177 177 

VAR00008 Pearson Correlation ,372** 1 

Sig. (2-tailed) ,000  

N 177 177 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

In addition to the quantitative analysis, we present the following practices identified in conflict of interest codes and 

practices that have been noted and considered relevant to the study: 

• Some codes specifically mention the fact that it is forbidden to grant loans to employees and executives 

employed, to avoid conflicts of interest; 

• A significant number of entities state in the Code that if conflict of interest cannot be avoided, it should be 

treated fairly while others state that in some cases, if possible, the person concerned will be required to cancel or 

remedy some actions; 

• Certain entities such as Bank Rakyot, British American Tabaco and Brookfiels are annually requesting their 

employees’ reports on the conflict of interest from the previous year; 

• Citic Securities mentions the use of the Chinese wall method to prevent conflict of interest, which is to restrict 

the flow of information from one department to another, in particular due to the financial and confidential quality of the 

information. Restrictions including physical (geographic location) and digital restrictions, employees are not allowed to 

communicate by e-mail. 

• Dai-ichi Life have created special roles for monitoring conflict of interests, they are called group monitors, and 

the person who is in this role has an obligation to report any apparent or possible conflict of interest; 

• Some entities such as Boeing have presented questionnaires by completing of which employees can see 

whether they are or not in a conflict of interests; 

Following the qualitative analysis of the above mentioned codes, manuals and procedures, we identified the 

following risks, which are advisable to be considered in the future: 

 Risk of non-identification:  

 Considering the Chinese wall model used by some companies, we express a reservation on the 

guaranteed functionality of the conflict of interest method, and we want to emphasize that the 

isolation of departments can lead to a difficult identification of conflicts of interest by the 

management or department responsible; 

 Most entities rely totally or to a certain extent on self-identification and self-declaration in the 

event of a conflict of interests by employees, in our opinion this method is not guaranteed and 

needs a solution to complement it. 

 Risk of noncompliance: 

 Considering that employees complete some questionnaires and reports at the end of the year, the 

risk that they are not in line with reality is very high due to the lack of a verification and control 

system; 

 Also, due to the limitation of this study, we emphasize the possibility that the practices and 

procedures elaborated in ethics codes and guides may not be implemented in the entities is very 

high, due to the fact that there is no evidence of this process. 

 Conflict risk: 

 Because of the Whistleblower policy, there are risks of creating conflicts between employees. 

Considering that each of them has to declare apparent conflicts of interest, without the need for 

evidence to underpin their claims; 

 Risk of no conformation: 

 By observing the prohibition model in ethical codes, we have identified a very harsh and rigid 

language and that it contains all the interdictions that employees have in their personal lives and 

the consequences that they might suffer in violation of these regulations. We believe that such an 

approach is inefficient especially for young and non-conforming employees. 
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5. Conclusions 

We conclude that there is currently no certainty that existing practices ensure transparency and disclosure of conflicts 

of interest. Consequently, the entities behavior of conflict resolution is difficult to track and test, but from the analysis 

we identified the following types of risks that arise from current practices:  

 According to the analysis of scientific literature: financial risk, professional risk, risk of confidentiality of 

information 

 According to the analysis of the study sample: the risk of non-identification, the risk of noncompliance, the 

risk of conflict and the risk of no conformation. 

However, we would like to mention that this list is limited to the sample studied and the information obtained from 

the analysis process and we do not consider that the risks of conflict of interest are limited to it. In addition to this study, 

in the future we take in consideration to conduct an analysis of the situation of entities in Romania and their behavior 

regarding the management and resolution of the conflict of interest. 
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Abstract 

Managerial analysis is an important element in the development process of any organization, bringing to the fore the human resource 

and the results obtained by it. 

The behavior of each manager depends on three characteristics that are determined by heredity, education, and mentality. Managers 

need to adapt their behavior to the group or team of employees they lead in industrial firms to create a pleasant and effective 

workplace atmosphere, and it is necessary to adhere to certain rules of behavior towards subordinates. 

Managerial behaviors analyze leadership styles, differentiated by human resource categories, into authoritarian, democratic and 

laissez-fair styles. One of the characteristics of efficient managers is their flexibility, due to the continuous flow of major changes in 

industrial firms and technologies. 

The behavior of the manager can often be influenced by his membership of a particular organization. Some organizations have rules 

so strict that the manager can not put into practice his own leadership style. In this situation, personal preferences are not taken into 

account, only what the organization considers to be fair behavior is accepted. 

The rich and continuous data flow of information that is absolutely necessary for decisions is inconceivable in conducting activities 

in an industrial firm as well as solving problems. Managerial behavior means knowledge, experience, data and ideas about business 

opportunities. 
 

Keywords: consumer, competitiveness, the human resource, industrial firms  

 

 

1. Introduction 

 

Man's ability to know is inseparable from his ability to evaluate, making selection and systematization of information 

possible. Whether it targets goals, phenomena or processes, placing a certain scale on a certain position usually 

determines attitudes, decisions and actions. 

This spirit of innovation and entrepreneurial spirit, driven with integrity, devotion and ethics, was part of the vision 

of management within industrial firms. 

Industrial firms are distinguished by ethical relationships within existing networks, being a strong feature 

distinguishing themselves from other companies. 

Industrial firms believe that their results are incontestable due to their basic rules, of which the most important is 

ethics. Doing business properly is the motto of industrial firms, and each employee, managerial, has the responsibility to 

read and understand the principles of the Code of Ethics: law enforcement, integrity of registration and reporting of 

financial results, proper maintenance, accurate and complete records financial compliance, respect for human rights, 

quality delivery through quality services and products, ethical competition - competitive advantage through superior 

performance, respect for diversity and fair employment practices, avoiding conflicts of interest - avoiding relationships 

or behavior that could compromise judgment create apparent or real conflicts between personal interests and loyalty 

within them, protecting goods and information, confidentiality of information and data about employees, integrity, 
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compliance with laws, rules and special regulations that relate to government contracts and relationships with 

government personnel, the environment, health and safety becoming global leaders in defending the health and safety of 

our employees and protecting  the environment. 

 

2. Problem Statement 

 

The assessment of the managerial activity results within the industrial firms, the objectives and the relations 

developed, is a condition of managerial adaptation. The evaluation allows for the correct identification of the 

deficiencies and the means that led to their realization, as well as the possibility of improvement of each evaluated 

person. The performance appraisal system must always be linked to the company's specificity as well as to other human 

resources policies. It will not be considered as an activity in itself, but should be related to the identity of the industrial 

firms of certain organizational aspects: structure; values; benefits of evaluation, organizational development measures; 

training system, development of career plans; promotion and relegation system, etc. (Pânișoară, 2017). 

Most of the time, when we think about the role and impact of evaluating managers' performance on the other 

components of human resources management that they are developing, we ask ourselves the following questions:  How 

should I make the assessment?; Where should I start?; Where do I need to go?. 

In order to get answers to these questions, it will start from Ralph W. Tyler's analysis, which involves highlighting an 

axis that has the conception of activity at one end, and at the other end the objectives of the industrial firms.  

From this point of view, we notice that in practice we will meet five types of balance between the goals of the firms 

and the results obtained by the manager. 

The ideal model, results and goals are equal, the companies has proposed something, and the manager has achieved 

the following goals: 

a) The ratio in which the objectives of the industrial firms are much higher than the employee's possibilities. 

b) Report against the previous situation. 

c) Intersection model - when the employee achieves only some of the objectives required by the cluster, but there are 

goals obtained outside the employer's requirements. 

d) The least desirable case - the ratio of the industrial firms' objectives and the employee's results are zero. 

(Pânișoară, 2017). 

 

In order to make these equilibrium patterns easier to remember, they are shown in figure 1: 

 

 
Fig. 1. The five types of balance between the objectives of the industrial firms and / or the department and the results of the employee (Pânișoară, 
2017). 

 

Feedback can be considered as having only an evaluation purpose of the performance of individual attitudes and 

behaviors, but can also serve as a way of streamlining communication within the organization (setting goals, feedback, 

drawing up the action plan, implementing the action plan, evaluating results) (Bocean, 2015) 

 

3. Research Questions/Aims of the research 

 

The notion of personality is all-encompassing, referring to the individual's behavior and how this behavior is 

organized and coordinated in the interaction with the environment. 

The personality of the manager is involved in all the hypotheses and roles within the industrial firms. It gradually 

builds, over time, effective practice with a particularly important role in shaping and finalizing it. 

There are two categories of requirements requested by the manager: 

1) Personality requirements: Constitution and temperament of the subject; Physical environment; Social 

environment; Habits and skills gained under the influence of previous influences. 

2) Requirements relating to intellectual qualities: Intelligence; Ability to recognize; Ability to accept and apply the 

new one; The ability to think clearly; Memory; Imagination; Predictability; Practical thinking; Theoretical thought. 

(Gabriela and Cibela, 2009). 

The performance of industrial firms is the result of mobilizing the resources they have. 

The characteristics of this assessment that distinguish it from the rest of the traditional assessments are: 

 Operates with a set of evaluation samples. 

 It can only be made by people or firms specializing in this. 

 Assumes collaboration between the employee and the evaluator. 

 The evaluation activity has a permanent carcass. 

 Ensures interaction with the outside environment by reporting employees' performance to those profile firms. 
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Position analysis in a small and medium-sized enterprises appears in four assessment situations: 

        1) When defining the need for personnel of industrial firms. 

        2) For promotion policy within industrial firms. 

        3) When preparing the training plans. 

       4) To re-establish the salary scale. (Dorel U, 2001)  

These principles are the directions of action to be followed throughout the performance management process, 

defined as follows: 

           1) Excellency of services - each employee must contribute to the improvement of services and to the 

satisfaction of internal and external customers by identifying their needs. 

           2) Improving the quality and safety of work - each employee must be based on maintaining his / her activities 

of quality and security. 

           3) Support and development - each employee must have the resources to meet his / her goals within the 

industrial firms, be provided with the necessary assistance and support to continuously improve the results. 

          4) Responsibility - Every employee must use the resources he / she has in an efficient and timely manner. 

         5) Involvement - Every employee must continue to achieve the organization's goal. (Bocean, 2015)  

Performance evaluation is two ways: 

1. Non-formal evaluation: whether or not it is necessary, the daily relationship between the manager and the 

employee. 

2. Systematic evaluation: it is required to take place at certain intervals, once or twice a year. This type of 

assessment involves direct contact between the manager, eventually assisted by a human resources and employee, the 

recording of impressions and remarks on the performance of employees is done in writing.(Liviu G. and Maria G, 2004) 

 

4. Research Methods 

The APEX evaluation, reward and motivation model can be highlighted in Figure 2: 

 
 

Fig. 2 APEX process; Source: own processing APEX 

 

Coaching and continuous feedback 

Business initiators: Planning - Execution - Evaluation - Excellent performance; Developing and evolving, 

organizational goals are the initiators of the business 

Planning: November – January 1. Goal Setting 2. Competencies 3. Development Plan 4. Assessing the Leadership 

Execution: Throughout the year 1. Evolution and progress monitoring 2. Coaching and feedback 3. Verification of 

progress at the semester (June / July) 

Evaluation - November - January 1. Own evaluation 2. Matrix and introduction of level 2 managers, 3. Final 

evaluation, 4. Evaluation session 5. Performance reward. 

By using the APEX program, managers and employees plan and manage their performance so that they can achieve 

excellent performance from "do my job". Performance management and success in industrial firms. 

Apex will help us: To be more valued on the market. This vision is determined by: 

 What customers say: We want to do more business with this company 

 What the shareholders say: This company is one of my best investments. 

 What the employees say: I am proud to be part of this team. 

Companies select the best and take responsibility for the quality of everything they do. Removes all barriers to 

achieve goals, to accomplish them quickly and efficiently, without compromising quality: Health and Safety; 

Excellency; Involvement; Communication; Remuneration; Study, Responsibility; Innovation; Commitment. 

 The basic steps for evaluating APEX include: 

 Setting and tracking objectives; 

 Choosing the necessary skills; 

 Creation of the development plan; 

 Granting and accepting coaching & feedback; 

 Completion of performance assessments. 

Self, matrix  

final evaluation 

review  

rewarding performance 
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Evaluation results Apex MFG 2017 

 Approximately 1250 direct and indirect employees (SCMs) were assigned and evaluated (including calibrated). 

 Most supervisors have subordinated dozens of employees who received the objectives, were evaluated, 

calibrated, completed the evaluation sheet, brought to the knowledge, provided the copy of the card. 

 Distribution of quotations received after the evaluation was: 

 The quotations received after the evaluation was: 

0

5

10

U1 N2 N3 P2 P3 P4 H3 H4

APEX assessment within industrial firms

IA ( Information Analyst) BA (Business Analyst )

 
Fig. 3 Apex MFG 2017 rating; Source: own processing 

 

Categories of objectives offered 

 Health and safety (wearing protective equipment all the time and reporting at least a near miss or observation) 

 Quality (constructive participation in maintaining the rebuttal in the set target) 

 Productivity (compliance, achievement of the individual efficiency indicator) 

 Lean (respecting and supporting Lean tools applicable to the workplace - SW, TPM, improvement ideas) 

 Customer Satisfaction (Ensuring good production flow, timely and correct materials preparation for internal 

and external customers to reduce the number) 

Requested skills: 

 Professional knowledge (knows the process and working well, does not require guidance, can work on several 

phases of work) 

 Involvement-orientation on individual and team goals (most often agree with overtime and change of work) 

 Labor discipline (complies with the rules, does not have disciplinary sanctions) 

 Communication and teamwork (communicates well with positive relationships with others, helps when 

needed) 

 Learning and development (maybe and wants to learn, ask questions, make an effort to learn) 

Improvements to the process: 

 Introduction of the Lean objective. 

 Closer (individual) expression of objectives. 

 Reforming skills descriptions to allow employees who know how to work on multiple work phases. 

 Provide a copy of the 2017 Employee Assessment. 

 Delivering goals to indirect workers from production 

Findings: 

 Offering new employees' goals, returning or changing jobs and joining another type of employee - within 30 

days of hiring. 

 Enhance the familiarization of employees with the objectives and skills required, their reminders at any 

occasion, given explanations and examples. 

 Encourage employees to report near miss misses and ideas for improvement. 

 Establish measurable indicators for assessing objectives and competencies. 

Employees are assessed through APEX, the formal process of process performance management that supports the 

growth and progress of society by setting measurable goals, honest discussions and performance feedback. This annual 

process consists of ongoing performance feedback and performance coaching as well as a half-year performance 

discussion in the form of an assessment of progress and an end-of-year evaluation. APEX users are rated with a double 

performance rating, consisting of an alphabetical score for results and a numerical assessment for the leadership and 

demonstration of functional competence. 

 Evaluating the performance of the companies managers is done according to the APEX process. Managing 

individual performance is important for corporate success and is practiced by everyone starting from the general 

manager to the last worker. Performance means both things, namely, how and how everything is done. 

Responsibility implies acceptance of objectives that are challenging as well as open and constructive feedback. 

 Whoever needs development, anyone! 

Developing is not just the problem of those experiencing difficulties in achieving performance or those who want to 

promote in leadership positions. 
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Creating an annual development plan helps to focus on study and continuous performance improvement. 

 APEX manager tasks 

 Set cascade goals for everyone in the team. 

 Explain what is expected from employees, emphasize the goals to be developed. 

 Ensure coaching and continuous feedback. 

 Identify remarkable contributions. 

 Ensure that you have development plans that meet the highest level of satisfaction, contribution and give the 

team added value. 

 Ensure at the end of the year a comprehensive assessment and performance appraisal that will be discussed 

with employees at a meeting. 

 Finalize on time through the APEX process. 

APEX means achieving the goal, performance and excellence. 

By using the APEX program, managers plan and manage their performance so they can get excellent performance 

from "do my job". 

 Basic steps include: Fixing and tracking goals; Choosing the necessary skills; Create your development plan; 

Granting and accepting coaching & feedback; Finalizing performance appraisals. 

 Objective: The results for which they are responsible: They are measured and evaluated at the end of the year; 

It helps to distinguish between good performance, a good one or a higher one. 

 Task: An activity that is required to achieve a goal; It is just "a way to end," not a plus of value in itself; It has 

no unit of measure; It is not included in the on-line personal evaluation form; Task setting in APEX is optional. 

 Measure: What measures or checks will be undertaken to ensure that the target has been successfully achieved. 

They can be both quantitative and qualitative. 

 Scope: Fix monthly, quarterly, or half-timer interim endorsements to help track the progress of a measure; 

Goal setting in APEX is optional; Competencies define the "how" of performance 

A. Assessment of attributed competencies 

 Employee individual competencies are important for the successful completion of any activity carried out in 

industrial firms. 

 Competencies of senior management are important for successful completion of any management activity in 

industrial firms and will be automatically selected for managers and managers who have at least one employee 

subordinate. Competencies include the four dimensions of the leadership model: 

1. (Linke Dreiecksseite) Think & Act Strategically - Business Spirit; Vision and goal; Intellectual rigor. 

2. (Rechte Dreickseite) Get Results - Successful Skills; Change and adaptability; Effective use of resources. 

3. (Dreiecksbasis) Structuring the organizational capacity - Managerial Courage; Responsibility; Developing and 

motivating staff. 

4. (Rechteck unter dem Dreieck) Demonstrates leadership skills - Talent in interpersonal communication; 

Professional estate. 

B. Apex Evaluation Process 

 Achievements: Excellent; Extremely powerful; Performance; Requires improvement; Unsatisfactory. 

 Conduct: 5 excellent skills - good model to follow; 4 very competent; 3 understands expectations; 2 proof of 

unconsciousness; 1 low –problematic. 

C. Matrix of double evaluation 

 

 

 

                        

 

 

 

 
Fig. 4. Matrix of double evaluation; Source: industrial firms 
 

O - Oustanding - Excellent Achievement of Service Obligations. Achievements and Outstanding Achievement 

Outcomes. 

H - Hightly Effective- Extremely efficient in performing service tasks. Taking into account the degree of difficulty of 

the objectives, the available resources and the changes made during the year, had an irreproachable conduct. 

P - Performance - Good performance in fulfilling the responsibilities of the service to find ways to 'overcome 

standards' of their own performance (on in-service training) and taking into account the difficulty of the proposed 

objectives, the available resources and the changes that occurred during the year, achieving the objectives were 

particularly satisfactory. 

N - Need Improvement - Needs improvement with regard to continuous service tasks and / or needs for improvement 

and achievement of objectives. She can be responsible, but she needs to come up with more initiative and find a way to 

continually improve. It could be improved through coaching, feedback and a refinement plan. 

O1 O2 O3 O4 O5

H1 H2 H3 H4 H5

P1 P2 P3 P4 P5

N1 N2 N3 N4 N5

U1 U2 U3 U4 U5
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U - Unsatisfactory- Unsatisfactory - it has shortcomings in terms of performing the service tasks and / or obtaining 

results. It is strict, requires a long-term improvement. 

 

5. Conclusions 

 

Within industrial firms it can be noted that the level and training of human resources is very important for a good 

day-to-day process. Their assessment of both employment and well-defined time is essential. Emphasis is placed on 

both the professional qualities and the character of the staff, trying to create a favorable climate, considering that, in a 

pleasant environment, favorable results are increasing. 

The evaluation method used is Apex. This was chosen due to the potential of establishing the evaluation criteria. 

The study highlighted the fact that a function should be evaluated in its entire complexity, each feature being 

extremely important for a company to function properly in terms of its structure. 

Motivation and attitude towards work is of individual importance, reflecting his attitude towards work, but also at a 

collective level, which must be an example in this respect. 

In conclusion, the method and way of assessing human resources in industrial firms are chosen in order to facilitate 

the execution and management processes, following the personal and professional development of their employees, in 

order to benefit from the highest level of performance. 

The goal of performance management within Romanian industrial firms is to achieve better results for the 

organization by improving individual performance. 

Performance appraisal within industrial firms is one of the most important parts of performance management. 

The performance appraisal system must always be linked to the company's specificity as well as to other human 

resources policies. Managing individual performance is important for the success of industrial firms and is practiced by 

everyone starting from the general manager to the last worker. 

Proposals: 

Introducing a feed-back questionnaire on employee expectations related to the work of general manager and 

management team, if they are in the company's new philosophy, if they think they are heading for a good direction. 
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Abstract 

The value analysis is a method of competitiveness wich aims at increase of products value by a systematic procedure with the object 

of obtaining optimum solution. The paper proposes to present, using the value analysis with in the company S.C. EUROSPORT DHS 

SA, on the basis of a questionnaire the degree of satistaction of the customers concerning the products of the company taken for 

object of research. 

 
 
Keywords: company, customers, value analysis, competitiveness level, degree of satisfaction, products range, EUROSPORT DHS 

1. Introduction 

The value analysis is: 

 An organized and creative competitiveness method aimed at meeting the needs of the user through a specific, 

functional, economic and pluridisciplinary approach (French NF X 50-150) 

 Method of conception or reconciliation of products and services to meet the user's needs at a reasonable cost. 

 Organized procedure to identify unnecessary costs (L. D. Miles). 

 Organized procedure for identifying unnecessary costs in multi-component products, using Functional Analysis 

to define the problem and group creativity to solve it (W. L. Gage). 

 Method of increasing the material production by reducing manufacturing costs, while improving the quality of 

products, acting at the stage of constructive design (P. Orănescu). 

 Method of conducting material production. 

 A series of system processes geared to delivering the necessary functions at a minimal cost, without neglecting 

quality, reliability and delivery. 

 A method for increasing the value of both products and services or technological processes, by means of which 

a systemic procedure tends to obtain optimal solutions. 

 Research method - systemic and creative design which, through a functional approach, seeks to ensure that the 

functions of the studied objective are conceived and achieved with minimal expenses, in a quality condition that satisfies 

the needs of the users, in accordance with the socio-economic requirements. 

The objectives of the Value Analysis are: cost reduction, quality improvement and required services, innovation, 

conquering new markets, adapting to external developments, ensuring sustainable competitiveness. The Value Analysis 

object forms its activity, product or components. Only the product is a value carrier and the subassemblies or parts 

contribute to the usefulness of the product. 

The Value Analysis Directorate is Functional Analysis. Starting from the idea that a product is bought because it 

does something that corresponds to a buyer's need, this property has been named its principal function. In order for the 

main function to be fulfilled, a series of secondary functions need to be added to the product, which is of interest only if 

it contributes to the normal function of the main function. It is estimated that, in general, only 20% of the manufacturing 

costs of products are caused by the main functions, and 80% of the secondary functions. 
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2. Presentation of the company subject to the study  

A Chinese math teacher, Yang Xi, left her native country in 1996 with her husband, Niu Guanghui, to start a 

business in Romania. They chose Petrosani, where they built the foundations of a bicycle factory in 1999. 

The choice of location was based on two reasons: unemployment in the Jiu Valley, which guaranteed its availability 

on the labor market, and the second fact that at that time the Jiu Valley benefited from the status of the disadvantaged 

area. Ten years later, Yang Xi succeeded in inaugurating a second bicycle factory in Deva. The bicycle factory is 

located near the town of Deva, the central-western part of the country and is the country's largest bicycle manufacturing 

facility. Eurosport DHS is China's largest investment in Romania. Up to now, around 20 million euros have been 

invested here. 

PROPHETE GMBH, Germany's number two bicycle manufacturer in Germany, bought 30 percent of EUROSPORT 

DHS shares with capital and at the same time gained 100 years of experience in Germany. In 2006 EUROSPORT DHS 

invested in the new production plant in Deva, more than 6 million EURO and with a production area of more than 

17,000 square meters. In June 2006, Prophete Gmbh entered into a partnership with Eurosport DHS SA bringing in this 

partnership both the capital and 100 years of experience in the production of bicycles at German standards. In July 

2006, the massive investment of approximately 300,000 Euros in an automatic technological line for the assembly and 

centering of bicycle wheels (6 wheel adjustment equipment purchased from the French manufacturer Mach1, a 

company specializing in the production of bicycle wheel construction equipment .), and by acquiring automated 

assembly lines in the Netherlands that guarantee the quality of products as European standards, the company's 

production has grown to 500,000 units per year. 

This investment was made taking into account the opportunity for bicycle production in Romania. The bikes 

produced here are sold throughout the European market since January 2007 when Romania became a member of the 

European Union. Eurosport products have some very important features: good quality and low prices thanks to the low 

cost of local labor. 

The wide range of products and services, together with the long-established professionalism and reliability, have put 

Eurosport DHS S.A. among the first companies in the country. To prove this, the company holds numerous diplomas 

and awards. The National Council of Private Small and Medium Enterprises ranked Eurosport DHS S.A. for the third 

consecutive year in the first place in the category "Bicycle production". 

In 2009, Chinese managers began building a new production hall, in which they invested another 2 million euros. 

 

3.  Determining the level of market competitiveness of S.C. EUROSPORT DHS SA  

 The proposed questionnaire is the following: 

Company Name: ______________________                                               Date: ________ 

Your Name._______________________ 

Your function ._______________________ 

 

  Customer Satisfaction Assessment Questionnaire 

1. What is the most important reason for working with Eurosport DHS?  

a) Seriousness     d) Rate 

b) Promptness    e) Quality 

c) Product design 

2. How do you qualify your relationship with the sales department? 

a) Very good     c) Normal 

b) Good     d) Weak  

3. Is the best way to promote DHS products? 

a) Banner     d) Media 

b) Poster     e) Flyers 

c) Catalog 

4. Are your preferences about the 2017 product range? 

a) Impulse     d) DHS Kids 

b) DHS     e) Kreativ 

c) Trekking 

5. The most sold product in the 2017 season was? 

   _______________________________________ 

6. Was the 2017 service activity?  

a) Very good     c) Normal 

b) Good     d) Poor 

7. Is your opinion about Bike Fest 2017? 

a) Very good     c) Normal 

b) Good     d) Poor 
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Interpretation of results: 

1) What is the most important reason for working with Eurosport DHS? This question seeks to determine the 

factor that most influences the collaboration with SC Eurosport DHS SA. This is a closed question with five variants of 

answer, of which the respondent chooses one.  

In the following graph are presented the results of the analysis of the data obtained by this question. It is noted that 

most respondents, ie 58% of the respondents, consider seriousness as the most important factor that may influence the 

collaboration with Eurosport DHS, half of them, that is, 14, are from Bucharest and the rest of Transylvania. Only 19% 

of the respondents from Oltenia and 23% of Moldova consider the company's seriousness as the most important factor 

influence. 

        2) 

How do you qualify your relationship with the sales department? This question seeks to establish the type of 

relationship between buyers and the sales department. That question is closed, metric scale type 

 
From the above figure we can see that the area where most of the respondents qualified the relation with the sales 

department as being very good is Bucharest with 34% (14 persons), followed by Moldova with 26% (11 persons ). Only 

9 respondents from Ardeal consider that their relationship with the sales department of the company is very good (ie 

21%), and in the Oltenia area, 19% of the respondents gave the same answer regarding their relationship with the sales 

department of the firm. 

 

3) Is the best way to promote DHS products? 

The role of this question is to determine the best way for the respondents to react and stimulate them to buy or at 

least to visit the Eurosport DHS store. This is a closed question with 5 variants of respondents that respondents can 

choose one. 

What is the most important reason that influences  
the work with Eurosport DHS? 

9; 19% 

11; 23% 

14; 29% 

14; 29% 
Oltenia  
Moldavia 
Ardeal 
Bucharest 

Scheme 1 - 
  “Rated Deriousness” 

  

The type of the relationship between the buyer and the sales department?  
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From the graph above, it can be seen that 33% of respondents in the Bucharest area, namely 14 persons, consider that 

the best way to promote DHS products is mass-media. In addition, the Moldovan and Ardeal regions are added with a 

50% cumulative share (11 persons surveyed from Moldova and 10 from Ardeal), who opt for the same promotion of 

products as those in Bucharest. 17% of respondents in Oltenia state that the best way to promote DHS products is the 

catalog (7 people). 

 

4)   Are your preferences about the 2017 range of products?      

The role of this question is to determine the preferred product from 2017. It is a closed question with five variants of 

answer, of which the respondent chose one. 

 

 

From this chart it can be deduced that the preferred product of the buyer in 2017 is DHS, accounting for 69% (11 

persons from Ardeal, 10 from Moldova and 8 from Oltenia respectively) compared to Kreativ that was voted by 31% (ie 

13 persons) of respondents in the Bucharest area. 

 

5)  The best-selling product of the 2017 season is?      

The role of this question is to determine the best-selling product of 2017. It is an open question for the respondent to 

write which is the product that had the highest earnings in the year 2017. 
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The graph above shows that the best selling product in the area of Moldova is Impulse with a weight of 37%, 

followed by DHS with a cumulated weight of 32% in the Oltenia and Ardeal areas. 6 of the people surveyed liked 

Kreativ as the best-selling product in 2017 in the Bucharest area. 

6) Is the 2017 service activity? 

This question is aimed at identifying how the service activity was qualified in 2017. It is a closed question with 

four variants of answer from which the respondent can choose one. 

 

From the above graph we can see that 24% of the persons surveyed in the area of Moldova consider the service 

activity from 2017 to be very good, unlike the Bucharest and Oltenia areas which claim that the service activity was 

normal in 2017, thus registering a weight of 24% (6 of the persons surveyed), respectively 20% (5 persons). 

Transylvania registered 32%, ie 8 people claiming Eurosport DHS's 2017 service was good. 

 

7) Is your opinion about the Bike Fest 2017? 

This question seeks to determine customer opinion on Bike Fest 2017. It is a closed question with four variants of the 

answer that the respondent chooses one.encing the collaboration with it. 
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Quoted "Very Good"         

From the above graph it can be concluded that among the people surveyed the most, who had a very good opinion 

about Bike Fest 2017, are from Ardeal, with a share of 31% (15 persons respectively). Bucureşti registered a 29%, that 

is, 14 people interviewed, in this area is the Bike Fest of 2017 was a success with a very good opinion. Of the 

respondents in the Republic of Moldova, only 13 have this opinion (26%) and Oltenia, 14% meaning 7 persons. 

3. Conclusions 

The reaction of the customers entering the store, the ease with which the company's website can be accessed, or the 

way the seller comes to the customers are things that, although seem insignificant, make a vital contribution to the 

future of any business. 

Adequate feedback is also a motivating force for employees, which strengthens self-confidence, commitment to the 

organization, and increases professional satisfaction. 

The customer can choose from a wide range of products or may propose their own models to be produced at the 

factory in Deva. In the latter case, the customer benefits from the exclusivity of the models he has created. The 

company is very competitive in terms of prices due to the low cost of labor in Romania. 

DHS has not only limited to bicycle production, but has continued to produce bicycle components, such as aluminum 

rims and body painting. 

DHS directors contribute to "locating" EUROSPORT DHS products, meaning maximizing the use of components 

produced here. DHS acquired Italian painting equipment for the cadres, including this process in processes in Romania. 

This reduces the volume of imports but creates new jobs. 
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Abstract 

This study is mainly based on the question; does Malaysian government support enhances the quality and positive contribution of 

Amanah Ikhtiar Malaysia (AIM) on the women self-sustainability? Thus, article attempts to examine the moderating role of 

governmental support regarding the effect of AIM on quality women self-sustainability. Therefore, using survey questionnaire data 

only collected from three hundred and eighty (380) female clients of AIM in Kedah and Perlis. Results confirmed that AIM has vital 

contribution while government support plays significant moderating role in increasing women self-sustainability in selected regions. 

Therefore, government support is major contributors toward quality of women self-sustainability among the female clients. 

 
 
Keywords: Amanah Ikhtiar Malaysia (AIM); Government Support; Microfinance; Small Loan;  Women Self-sustainability 

1. Introduction 

Women self-sustainability is known as the process of equipping women to be economically independent, self-reliant, 

having positive esteem which allows them to defend any challenging circumstances and contribute to various 

development activities (Kapila et al., 2016). Women are the integral part of every society as women has major influence 

on economy (Ekpe et al., 2010). However, cultural issue, beliefs and gender discrimination decreases the women 

sustainability level. This gender discrimination is still existing in Malaysia. In various sectors of Malaysia still 

inequality exists between men and women. For instance, at managers position men earns RM5080 (=€1075) and women 

earns RM4500 (=€952). Moreover, in craft and related trade men earns RM1330 (=€281) and women earns RM879 

(=€185), and so on in all various fields (Department of statistics, 2015). Therefore, women salaries are less as compared 

to men salaries. In such occupations women participation is only 38.22%, however, men participation is 61.78% 

(Department of statistics, 2015). Therefore, this unequal distribution effect negatively on women self-sustainability. 

Furthermore, in labour force participation, female-to-male ratio is 0.59, professional and technical workers this ratio is 

0.77 while in estimated earned income female-to-male ratio is 0.51 (Buang et al., 2015). These issues are more in Kedah 

and Perlis states of Malaysian. That is the reason, level of poverty is more in Kedah and Perlis has high poverty.  

Kedah state has 5.3% and Perlis state has 6% poverty (Department of Statistics, 2015). Commonly, females have 

higher unemployment and stagnant performance (Lewandowska-Gwarda, 2018). Nevertheless, through research and 

development, the labour productivity can be improved in long-term (Dubauskas, 2018; Stoklasova, 2018). However, in 

this situation, AIM is playing vital role with the to decrease the poverty level and gender discrimination while enhancing 

the level of women self-sustainability (Amanah Ikhtiar Malaysia, 2014). It provides various services such as small loan 

and training to promote women micro enterprises along with self-sustainability (Al-shami, Razali, & Rashid, 2018). 

Additionally, the role of Malaysian government for supporting women self-sustainability through micro credit programs 

is important by distributing funds through several ways for supporting poor people (Sriram & Mersha, 2006). Firstly, the 
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current study contributes by introducing government support as a moderating variable to enhance women self-

sustainability and to enhance the positive effect of AIM. Secondly, this study covered Kedah and Perlis which is not 

formally docomented by any study for examining the relationship of AIM and women self-sustainability. 

2. Literature Review 

The aim of various microfinance institutions and AIM is to reduce the poverty level by facilitating economic 

activities of poor people (Misnan, Noor, & Ramli, 2017). Micro enterprise generates income which enhance the women 

self-sustainability. Successful entrepreneurs have distinctive common attributes (Alroaia & Baharun, 2018). It also 

creates decision making power which enhance the social empowerment (Faizan and Haque, 2016; Mayoux, 2005). 

Thus, micro enterprise as a mediator has a major role to reduce poverty and enhance women empowerment. AIM 

provides various services such as financial services (small loans) as well as non-financial (training program) services to 

facilitates women micro enterprise for utilizing credit in better way (AIM, 2014). Through these financial and non-

financial services, AIM tries to empower women community and increase quality of women self-sustainability. The 

combination of both loan and training is most important to run micro enterprise (Hameed et al., 2017). Loans help in 

establishing firm while training helps in effective running of micro enterprises. However, sometimes, credit/loan shows 

negative consequence when poor people use it unproductively (Hameed, Mohammad & Shahar, 2018a). Nevertheless, 

sufficient loan supports entrepreneurial performance (Gatewood et al., 2004; Ojo, 2009). Interestingly, loan aids 

entrepreneurs, especially women by often increasing income, investment, output and welfare of entrepreneurs (Kuzilwa, 

2005; Peter, 2001). Thus, it has significant contribution in quality of women self-sustainability. Furthermore, credit has 

a positive impact on performance across the world (Hameed et al., 2017). Positive performance through loan from AIM 

enhances the income of women which ultimately increases the economic and social empowerment of women along with 

powered decision making (ibid). Thus, loan from microfinance institutions enhance the women social and economic 

empowerment which is positive indication towards women self-sustainability. Moreover, training is another aspect but 

in 1990, very little was offered to microfinance beneficiaries (Nieman, 2001). Nowadays, it is a significant tool adopted 

for enhancing micro-enterprise as it has significant positive relationship with micro enterprise success (Hameed et al., 

2017). Nevertheless, there are failure in business due to the lack of skills (Radipere & Van Scheers, 2005). 

Microfinance institution’s clients are unable to use microfinance factors properly because they do not have unique 

abilities (Karnani, 2007). However, training programs through AIM are most important to develop a reasonable level of 

sustainability among women community in Kedah and Perlis. 

Government support has significant positive association with the attitude towards entrepreneurship (Sadeghi et al., 

2013). Different agencies in Malaysia are now concentrating to distribute funds in different ways (Sriram & Mersha, 

2006). In literature, the government roles as well as various activities towards encouragement on entrepreneurship are 

significantly related (Carayannis et al., 2003; Klapper, 2005). Therefore, government support is most influencing factor 

towards women self-sustainability. In this study, government supported is used as moderating variable between AIM 

and women self-sustainability. Based on literature, theoretical framework of this study is developed.  

 

 
Figure 1. Theoretical Framework of present study 

 

H1. Small loan has significant positive relationship with women self-sustainability.  

H2. Training programs has significant positive relationship with women self-sustainability.  

H3. Government support has significant positive relationship with women self-sustainability. 

H4. Government support moderates the relationship between small loan and women self-sustainability.  

H5. Government support moderates the relationship between training programs and women self-sustainability. 

3. Research Methodology 

Research developed critical realism ontological stance as the study falls under the scientific research paradigm using 

quantitative analysis. Since, the research revolves around microcredit organization therefore the primary data is 

gathered from the beneficiaries of AIM using credit and training related services. The research design is cross-sectional 
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as data is collected in one-time interval (Haque, Aston, & Kozlovski, 208; Imran, Aziz, & Hamid, 2017; Imran et al., 

2018). For the determination of sample size, the approach of Krejcie & Morgan (1970) table was adopted to calculate a 

sample size for drawing logical conclusion. Total beneficiaries of AIM in Kedah and Perlis combined (28,039 + 

22,212=50,251) is target sample while the women participants are 60% of total. Thus, the total women beneficiaries are 

(50,251*60%) 30,151. According to Krejcie & Morgan (1970), the sample size should be 380 when population is in 

range of 30,000 and 40,000. Hence, the adequate sample size is 380 beneficiaries of AIM are studied. Moreover, area 

cluster sampling is used to reach 380 target audience as it is suitable technique when the population spread on a wide 

area especially, non-availability of sampling frame then area cluster sampling is acceptable (Sekaran & Bougie, 2012). 

The questionnaire is adapted from previous studies hence, reflecting the reliability of research instrument. For women 

self-sustainability (dependent variable) scale items are adopted from Gangadhar and Malyadri (2015). For independent 

variables (small loan, training programs) scale items are adopted from Bernard, Kevin and Khin (2016). For moderating 

variable (government support) scale items are adopted form Kgagara (2011). Using PLS 3, measurement model 

assessment and structural assessment was done through factor loading, Cronbach alpha and composite reliability while 

Average Variance Extracted (AVE) was carried out for internal consistency and discriminant validity for external 

consistency. Minimum threshold was attained as the incurred values were above 0.7 value while square root of average 

AVE is greater than all incurred values therefore discriminant validity is attained, further confirmed by Heterotrait-

Monotrait Ratio.  

4. Research Result 

Hypotheses was tested in structural model using SmartPLS bootstrapping technique while t-value (minimum 1.96) 

was examined to reject or not the hypotheses. Moreover, the relationship direction between variables of interest was 

examined through path coefficient. Table 1 shows the results of structural model assessment that the independent 

variables (a) small loan (SL) and (b) training programs (TP) have significant relationship with women self-sustainability 

(dependent variable) (TP t-value = 4.065 > 1.96; SL t-value = 2.314 > 1.96, Table 1). Furthermore, from the 

government support has also significant relationship with quality of women self-sustainability.  

Table 1. Structural Model Assessment (Results without moderator) 

  Original Sample (O) Sample Mean 

(M) 

Standard Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 

P Values 

GS -> WSS 0.246 0.238 0.078 3.141 0.002 

SL -> WSS 0.242 0.252 0.105 2.314 0.021 

TP -> WSS 0.447 0.451 0.110 4.065 0.000 

 

Considering moderating role of government support between AIM and women self-sustainability, it is found that it 

has significant influence on the relationship. Table 2 revealed that the moderating effect in both cases; small loan and 

training program in relation to women self-sustainability are significant (SL = t-value 1.970 > 1.96 and TP t-value = 

4.451 > 1.96).  

 
Table 2. Structural Model Assessment (Moderation effect) 

 

  Original Sample (O) Sample Mean 

(M) 

Standard Deviation 

(STDEV) 

T Statistics (|O/STDEV|) P Values 

SL* GS 

-> WSS 

0.146 0.142 0.074 1.970 0.049 

TP* GS  

-> WSS 

0.202 0.208 0.045 4.451 0.000 

 

Since R2 value is 0.745, confirming that 74.5% variance in women self-sustainability (endogenous latent variable) is 

due to government support, small loans and training program whereas Table 3 showed effect size (f2). According to 

Cohen (1988), effect size (f2) 0.02 is small, 0.15 is moderate and 0.35 is considered as strong. In the current study small 

loan and government support has small effect size, however, training programs has moderate effect size. 

 
Table 3. Effect Size (f2) of variables of interest  

 

 f-squared Effect Size (f2)     

Small Loan (SL) 0.090 Small 

Training Program (TP) 0.234 Moderate 

Government Support (GS) 0.079 Small 

 

Finally, the quality of model was assessed through predictive relevance (Q2). From Table 4 confirmed the predictive 

relevance (Q2) is more than zero. As Henseler et al., (2009) stated that the value of predictive relevance (Q2) should be 

more than zero. Hence, the current model has attained the required level of quality.  
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Table 4. Predictive relevance (Q2) 

 

Total  SSO SSE Q2 = (1-SSE/SSO) 

Women Self-Sustainability (WSS) 546.000 338.282 0.380 

5. Discussion 

The findings revealed that AIM is one of the most significant institute for women self-sustainability as its financial 

and non-financial services are most crucial for enhancing women self-sustainability, particularly in Kedah and Perlis. 

These services are key to the success of women micro enterprise. Results confirmed that small loans (financial services 

of AIM) has significant contribution to empower women community through income generating activities. Increase in 

income contributes towards enhancing the women self-sustainability, therefore, our finding is aligned with work of 

Mayoux, 2005 as evident that credit has significant contribution to empowerment and self-sustainability of women. On 

the other hand, training programs (non-financial service of AIM) has also significant positive contribution in women 

self-sustainability. Increase in AIM training activities will directly influence women micro enterprise programs, leading 

to generate income and eventually increasing quality of women self-sustainability. Thus, our finding support work of 

Mayoux (2005), Hameed et al. (2017) and Hameed et al. (2018a). These financial and non-financial services have direct 

effect on income generating activities, which has positive influence on women empowerment leading to women self-

sustainability. Therefore, we support work of Hameed et al. (2018).  

 
Figure 2. Government Support’ moderating effect between small 

loan and women self-sustainability 

 

 

Figure 3. Government Support’ moderating effect between 

training program and women self-sustainability 
 

 
 

Moreover, regarding the moderating role of government support, it is found that Malaysian government support has 

significant positive influence on the relationship between AIM and women self-sustainability. This argument is also 

supported by prior study of Carayannis (2003) that government roles and various activities towards encouragement on 

entrepreneurship are significantly related. The moderating effect of government support is shown in Figures 2 and 3. 

Figure 3 shows that government support strengthens the positive effect of small loan on women self-sustainability while 

Figure 2 shows that it also strengthens the positive effect of training programs on women self-sustainability. 

6. Conclusion 

Based on the findings, it is concluded that AIM programs have effect on the quality of women self-sustainability in 

Malaysia. Additionally, the research majorly investigated and found the role Malaysian government in creating positive 

effect of AIM on Malaysian women community. Results confirm that AIM programs for poor people has great 

importance in empowering female community by reducing the poverty level and gender discrimination. In the past, 

AIM proved to be one of the major elements in poverty reduction and women self-sustainability. Nowadays, AIM is 

extending the services all over the Malaysia. Small loan facility (AIM service) is most important to run micro 

enterprises. Moreover, training programs enhance the women ability to utilize loan in effective manner by educating 

them to use it productively. Moreover, Malaysian government support has pivotal part in enhancing the positive role of 

AIM towards women self-sustainability. Various government programs and funding to AIM has decreased the poverty 

while automatically enhancing the women self-sustainability, particularly in Kedah and Perlis. Having said that, AIM 

could be vital program for the other governments, especially for emerging economies in the reduction of poverty. The 

microcredit organizations could be instrumental in empowering masses and promoting entrepreneurial ventures. As the 

social capital is most significant and its vulnerability should be reduced and increases the positive effect on poor 

women. It is recommended that the future researchers should add other services of AIM, such as saving products, 
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insurance products and SHG - Self-Help Group (social capital development activities) to current framework in order to 

further expand in multiple dimensions. Furthermore, the comparative analysis should be drawn to measure the role of 

AIM in improving the contrasting genders’ performances. 
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Abstract 

Globalization is a driving force that can change the whole concept of leadership because it`s ever changing variables. Human 

resources are probably the main direct beneficiaries of the process, therefore leaders cannot and should not ignore the needs of the 

ones they lead, especially in an evolving society. The purpose of the article is to demonstrate that leadership methods have shifted 

their attention and goals in the last years, due to globalization of the management of human resources, but also as part of the 

changing needs in the global economy, and thus the emerging of a new type of leadership: interactive leadership. 
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1. Introduction 

Leadership – is the process through which a person influences other persons towards achieving a common goal and 

guides the organization so that it can achieve cohesion and a higher level of coherence. (Northouse, 2000) 

Globalization has proven itself as being the most important challenge for both an organization and its human 

resource. In this context, organizations need to take into consideration two crucial aspects (McChrystal, 2016): 

 having the most talented asset at the exact location, moment and with the lowest cost; 

 creating the best plan/product/service in the smallest amount of time, at the right time and with the lowest cost.  

2. Managing human resources as part of the process 

In the recent years however, due to the intense globalization, managing human resources has suffered major changes. 

Because of the branding process of the international organizations, whether its public or private sector, people are more 

and more attracted to work for them, to play their part into developing global brands, and thus international 

organizations have the advantage of hiring the most qualified labor force, to the detriment of small, local organizations.  

(Duret & Vladimirescu, 2014) 

Global leadership principles must be applied flexibly, taking into consideration the context of each country. The 

rising interest for cultural diversity can be explained through the following mechanisms: urban areas have become 

inhomogeneous from a cultural aspect, due to migration and mobilization of labor force and the rise of the global 

organizations during the 80`s and the 90`s which were using various labor force and were developing in vast cultural 

regions. (Duret & Vladimirescu, 2014) 

Managing diversity thus becomes the key point of leadership. The shape that some behavior features take is the 

result of mix cultural teams. In some cultures, work is viewed as a task rather than the result of teamwork therefore 

relationships between staff are viewed as a sign of weakness, thus strong leadership can reflect either a sign of strength 

in some cultures and weakness in others. When working teams manage to deal with their cultural differences it can 

often lead to having strong groups with an infinite potential of work. There are two major aspects that can ease the 

achievement of high performances regarding global teams (Goffe, 2010): 
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 team selection 

Consists into choosing wisely the employees with the right skills, purposes and knowledge, but also it consists into 

knowing how to evaluate them, knowing how to eliminate organizational barriers and obtaining high level of 

cooperation between their leading staff. Another key factor regarding team selection consists into managing to convince 

team leaders to get involved more often, being able to get proper feedback from each team member, but also knowing 

how to prepare and support them, by clarifying their task, deadlines and responsibilities. (Adler, 2010)  

 team leading 

Team leading must start slow and finish with strength. More than that asking for support can sometimes facilitate 

some team behaviors encouraging participation and collaboration among individuals, but also highlighting the 

differences between them enabling discussions that can lead to a clear analysis regarding the key factors that contribute 

to the success of a team. 

It should be recommended that within an organization there should be a clear set of basic rules that serve as assets 

into the cultural difference harmonization process. 

It is important to acknowledge cultural origins and respecting them because it might fuel the performance of the 

organization accepting that each person can be different, accepting their cultural heritage, the fact that differences 

regarding personality and abilities might be more important than differences among cultures and last but not least 

eliminating critical views regarding stereotypes, can all assure the long term of an organization. (Adler, 2010) 

3. Interactive leadership influences organizations in a new global economy 

Because of globalization we can no longer ignore the cultural sign of leadership. That being said there are vast 

differences between the styles of leadership that are accepted in some cultures and rejected in others. 

If we look at different models of leadership but also at the differences between cultural rules, we can conclude that in 

this global world more and more often we see new tendencies emerge. Global leaders are the ones that act into a 

multicultural environment and could use some skills and attributes such as: charisma, skills for teamwork, openness to 

change, interest toward the political life but also to the socio economic state of their country. Abilities to develop good 

relations with humans belonging to other cultures, adaptability to new situations and abilities to work into a 

multicultural team can also be part of the skills and attributes of the global leaders. (Schraa & Trompenaars, 2006) 

Even though some personal qualities might increase their chances of succeeding as global leaders, there is also a 

specific set of organizational qualities that are at the base of success of an organization. Generally speaking an 

organization with a huge international success has the following characteristics: 

 a large number of employees of different nationalities than the one of the organization itself 

 huge investments outside the country of origin 

 an extensive decentralization of power among international subsidiaries  

 well-represented managers in the board of directs of the organization 

 vast experience into developing activities abroad, experience belonging to members of the organization 

 members of the organization that have international experience as a foundation stepping stone in their career 

path (Covey, 1990) 

 the openness of the organization regarding the quick promotion of employees of different nationalities 

For testing the skills of different candidates for foreign job openings there should be procedures more or less formal 

that test their openness towards a global multicultural organization. Often candidates are selected based on their 

performances within the organization that is based in their home countries, but then find themselves into difficulty when 

working in an international environment. Candidates should go through a professional training program before being 

sent abroad. This professional training program should teach them about organizational culture and the ways that a 

global career might help their advance, especially when working into different cultures and environments.  

Leaders must create multicultural communities establishing an organizational culture that extends beyond barriers 

that the differ people and they must be able to offer guidance signals towards values and skills that can be easily 

understood by different cultural groups among staff.  

Interactive leadership mainly refers to confirming the assumption of external influences on the structure of the 

organizations. Organizations can adapt to external changes which therefore develop structural characteristics such as: 

a) organizational complexity – is defined as the number of occupations within the organization and their level of 

professionalism. It is a structural feature that is connected with the capacities of an organizations to adapt to 

environmental changes. Leaders permanently look for changes in the external environment and try to adapt. (Slater, 

2009) 

b) decentralization – employees of inferior rankings which are often more aware of the need to change are in fact 

excluded from the decision making process which should take into consideration their opinions as well. 

Authority centralization in the superior rankings of the organization can be an obstacle in the way of change. 

c) flexibility – when a major part of the activities develop among the organization are based on strict rules, adapting 

becomes more slow and more difficult to achieve, opportunities of change are no longer correctly received. A high level 

of task regulation can be a obstacle for change. 
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From the analyses of the way that structures can adapt to environmental conditions, we can review of the definition 

itself of the organizations, viewing them as a conglomerate of jobs, activities and roles that articulate themselves around 

two key functions implementing the most advanced professional technology regarding the organization and the 

environmental challenges of the outside of the organization. (Mardar, 2013) 

Therefore, old leadership methods are no longer adequate for the new situations in which organizations find 

themselves into. New aspects redefine leadership such as: 

1) its essence – what should leaders do? 

2) its processes – how should leaders do it? 

3) its purposes – why should leaders do it? 

 

1) What should leaders do it? 

Three main facts affect what leaders do: 

a) the need to control change in parallel with the day to day leadership of the organization  

For most of the leaders finding success formulas has been a constant difficult path especially when it comes to 

developing well harmonized policies. Nowadays this becomes more difficult because leaders must still keep their 

organizations walking but at the same time, as much as possible, they need to transform them. This requires a vision and 

a profound understanding of internal and external forces that can represent either serious threats or new opportunities for 

the organizations. This transformation implies the mobilization of the whole organization towards finding new 

competences and resources available in the future. Therefore, leaders must offer new advantages that will both help their 

organizations succeed and help transform it to a new one. 

b) the more and more rising influence of technology 

The impact of technology is limited mainly to increasing the level of productivity among organizations.  

c) the concern for a larger and more fair leadership of processes and competences 

The old role of leadership required that each compartment of an organization should function as the global strategy of 

the organization dictates it. Therefore, both integrating processes “part by part” but also integrating process as a whole 

had a major importance. The new leader must do the same things but viewed from two different perspectives: 

 the first one is being able to manage more efficiently the processes that come together from different functions. 

 the second major change refers to competences, because today efficient developing of each function is just a 

part of the daily activities, the main part becomes developing competences for the businesses of tomorrow, the 

future of the organization that basically makes it more competitive in a changing environment. 

 

2) How should leaders do it? 

There are generally three forces that influence the leadership process:  

 Developing new organizational systems of leadership with reduced hierarchies 

The diversity and complexity of the new organizations, together with the need of taking quick action measures more 

rewarding have diminished in a great way the importance of hierarchic leadership based on command. More and more 

often the mission of the new leaders is to prepare the grounds for the exercising the leadership among long ranking 

levels of the organization.  

 Raising the number of alliances and unofficial networks 

Leadership must also function in the new structures and unofficial extend allegiance from the need of adopting new 

methods of competitive approaches, solutions and technological requirements that define the competitivity of an 

organization. The difficult task of leadership in their case consists into finding common grounds for a common purpose 

in defining a common strategy and engaging into common actions. 

 The constant modifying of public values and claims 

The general values and claims of the public have shifted their goals in time. At first there was tendency to evaluate 

by size rather than performances, then the attention shortly took a shift towards performances, but finally the public 

attention was oriented to decisive performances that meant clear needs towards either products or actions of a decisive 

nature, so that the public can be witness to transforming of something. 

 

3) Why should leaders do it? 

Leaders should want to find themselves into a new era because the general population is on a rise. Therefore, their 

task is constantly oriented into managing two major requirements from the global system: 

 -creating new sustainable long term jobs  

 -contributing to the social integration of their workforce – as shown above, cultural differences might be an 

obstacle but they can surely be an asset if managed properly. Multicultural teams can be very productive and 

efficient, therefore society plays a role into shaping the individual, but also individual plays a role into shaping 

society. 

Finally the “what”, ”how” and “why’s” are the basis for resolving each plan of action but the leaders difficult task is 

to anticipate, to adapt  and to foresee the variables the might influence their organizations shot and long term plans.  
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The technological changes from the last decades have lead to a more interdependent world with a fast growing 

rhythm. This fact has created a state of complexity. Complexity produces a situation that is fundamentally different than 

the complicated challenges from the past, complicated problems that required a great deal of effort, but, eventually, that 

lead to predictability.  

Complexity means that, despite all of our skills, despite all the high number of possibilities of tracking and measuring 

something, some sort of situation, it still is much less predictable. This unpredictability is fundamentally incompatible 

with reductionist managerial models built around planning and around predictions. The new environment requires a new 

approach. 

In regards to the fundamental distinction made above, we can therefore apply this differences when it comes to 

human resource managing different fundamental structures that separate hierarchical structures in the way they deal 

with teamwork. The old ones have roots into the old way of predicting things which can be useful when executing a plan 

a applying procedures that were planned in advance, but which become less efficient and less adaptable.  

The modern way of dealing with things in regards to human resources is to offer a higher level of connectivity based 

on trust and mutual purpose, creating teams that have the ability to resolve problems that could not have been 

anticipated by a single person (manager), solutions being provided as a result of interactions and being offered from 

bottom up than the other way around. Teams are not the only response into dealing with the current leadership 

challenges, cooperation between the different compartments of the organization, but also allegiances playing their part 

as well.  

Conclusion 

Adapting leadership methods to global challenges require interactive leadership, but interactive leadership is not an 

easy process to handle even though it might look simple at start. Like proven above the society needs have changed 

from being volume oriented to being effective quality oriented. For effectiveness to go hand in hand with interactive 

leadership there needs to be a synergy oriented shorter plan that helps leaders transmit their visions and goals to both 

low and high ranking employees, from different cultures in a short amount of time. A rather increased level of freedom 

of action among employees is also recommended, because it increases the chances of cooperation, together with a little 

bit of guidance towards global acceptance of different cultures as new environments to work in, or different teams of 

different nationalities that need to achieve better results through cooperation. 
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Abstract 

Culture is known as the product of human activities and thinking, therefore culture consist into various numbers of concepts 

containing science, beliefs, arts, customs, etc. Thus unlike any other domains, culture needs a specific type of marketing that is 

adapted to its special cultural products and services. In the cultural businesses the most important role goes to the creative personnel, 

therefore this special type of personnel will require special means of evaluation. The present article aims to demonstrate the 

importance cultural marketing in evaluating creative personnel, because creative personnel acts like both productive personnel and 

marketing staff at the same time. Thus evaluating creative staff should take into consideration their ability of promoting culture. 

 
 
Keywords: culture, cultural marketing, creative personnel, evaluating creative personnel, creative mindset.  

1. Introduction 

The term culture refers to a complex concept that leaved through the ages due to various interpretations that gave 

different opportunities of growth. Ever since Cicero and later on Voltaire, the term culture was perceived as 

“valorization specific to the human spirit”, but also as a term referred to as something that describes “cultivating” or 

“growing”. (Gauntlett & Thomsen, 2013) 

The definitions of culture widely refer to this word as being the result of products and services given by human 

thinking. 

A first definition of culture would have to recognize both the abstract and material elements of culture. Culture 

influences attitudes, values and personalities around the world, religious preferences sets borders between individuals 

and between they will act, think. We can therefore refer to these aspects as being cultural rules. (Gauntlett, 2011) 

The need of engaging people into cultural activities becomes the basis of human development, and it comes as a 

package deal with the need of correctly evaluating them once they become part of the cultural process.  

2. The importance of culture as science 

As previously discussed culture can be understood as a learning process, in which individuals voluntarily take part 

and one that gives perceptions, preferences and behaviors’ either through different groups (e.g.: dance crews) or social 

institutions (e.g.: museums). 

Culture is passed away from one generation to another, it’s adaptive, it can be tangible or intangible, and it’s usually 

transforming as it evolves. 

The content of culture will materialize under the form of either material culture creations (usually tangible creations) 

or immaterial culture creations (abstract creations such as: ideas, knowledge, opinions, values, rules, symbols, etc.). 

(Hawkins et al, 1983) 

Culture can be understood from two different perspectives: 

 one perspective that refers to culture as a service delivered to society; 

 culture can also be understood as complex system with variables as the ones shown above, a system that encourages 

creative activities and their promotion to a public through an organization, making it a cultural product. 
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Fig. 1. A model of culture (adapted from Sørensen et.al., 2010)  

This adapted model shows culture as being at the center of four major characteristics of society such as:  

 being at the core of : 

 a) traditions; 

 b) identities; 

 c) roles.   

This means that culture plays a major role in the individualization of each nation, religion or ethnicity. Culture can 

also be individualized based on the cultural institutions it refers to. This also means that cultural people (as in people 

who are involved in the promotion of culture) are the ones that have to think the ways in which culture can be an 

entertaining and useful experience.  

 knowing the full history of: 

 a) experiences; 

 b) knowledge;  

 c) meaning  

       This translates into the fact that culture is a result of the historical evolution either upon a group of individuals, or 

upon individuals seeking to contribute to the cultural heritage. Each individual sometimes expresses directly or 

indirectly his meaning on this world through culture. Whether we refer to an individual, or a group of individuals, they 

all posses the ability to develop knowledge, experiences or new meanings that will affect the cultural heritage in one 

way or another. Culture thus becomes a platform for social heritage.  

 having different: 

 a) environments; 

 b) materials;  

 c) media access. 

       This means that culture is an expression of the making process. In other words, culture is an translation of 

knowledge through different platforms such as environments, materials or media. Having culture is one thing, but being 

able to share it is a completely different discussion 

 doing things that will involve sharing culture such as: 

 a)  activities; 

 b) developing relationships; 

 c) practices  

       This means that culture need to be shared in order to be perceived as something that identifies individuals, objects, 

groups of individuals, nations etc. Therefore, the process of being, knowing and having has a certain ending, by passing 

on knowledge. Sharing culture ultimately means sharing the cultural products. It can also be viewed as the beginning of 
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the process, if we perceive doing all these activities, relationships and practices as a source of origin for the cultural 

movement.   

As a science, culture becomes extremely important because it does not only develop and transmits means of 

developing cultural products such as art works, but it also can be a science that can offer more understandings towards 

what are the characteristics that define a certain area, or group of people, whether we refer to an ethnic group, or a 

nation as a whole etc. Culture becomes thus a binder between different individuals, a science that can offer an infinite 

amount of understanding on how society works and interacts.  

From a legal point of view these cultural institutions are to be understood as “a public or nonprofit organization that 

is engaged into cultural enriching, intellectual, scientific, environmental, educational or artistic enriching within 

communities. Cultural institutions also can consist into aquatic organizations, botanical, historical, preserving 

patrimony, public libraries, museums, artistically associations or zooidal ones.” (Oregon juridical dictionary) 

Cultural institutions can be classified from various perspectives depending the context or their activities, however 

understanding the way human resources function within this type of organizations means understanding both the 

definition of the term culture and the way human resources management works (by the importance of the creative 

personnel). 

3. The importance of cultural marketing 

Cultural marketing is a widely referred to as a special domain of marketing that has emerged due to the extensive 

development of culture and in order to promote the cultural products and services.  

Cultural marketing will assist any cultural organization into achieving its mission. Cultural marketing is also known 

as “marketing of arts”. This process need to be adapted from one organization to another, from one type culture to 

another. Therefore, the main organizations which this process can be applied to are (Pride & Ferrell, 1985): 

 religious organization; 

 research and education organizations (cultural ones, which different from the specific educational 

organizations); 

 NGO’s specialized in promoting cultures (foundations which have special purpose into promoting culture); 

 museums, memorial houses;  

 libraries, archives; 

 publishing houses; 

 theatres and operas; 

 cinemas;  

 expositions and special institutions organizing cultural events; 

 arts manufactures and traditional arts associations; 

 individual artists or special artists’ associations; 

 bands and other forms of artist groups; 

 in the new modern times we live in, culture has been given an important commercial meaning.  

This means that in order to survive a cultural organization of any kind needs to address itself to a specific type of 

consumer and needs to adapt itself to a very complex process that involves a high number of variables. For instance, 

cultural organizations need to be perceived as being contributors to (Miyata, 2013): 

 education – by transmitting the main instruments for understanding and appreciating culture; 

 the institutionalization of the ways for spending free time – this means that nowadays people are very selective 

when it comes to spending their free time, because of the various ways of doing it. Culture plays a huge part in this 

process because it can both influence it, or give options to individuals acting therefore as a supplier of products and 

services; 

 technical support for the mass distribution of the cultural products and services. 

Cultural marketing operates thus into various fields with a large number of opportunities regarding the satisfying 

client needs.  

Regarding client needs it is very important to understand the concept of being a culture client, which means being 

either a spectator or directly involved in the cultural process. 

The creative personnel involved into cultural process has also double role, being both creators of arts, and, at the same 

time, being the main ambassadors for this process.  

Creative personnel, being involved into the marketing process need to take into consideration the consumer needs 

and motivations regarding culture such as: 

 renowned creators or band or artistic company; 

 the pleasure of listening to music; 

 the desire to relax; 

 advertising made for the show; 

 recommendations made by parents and friends; 

 favorable art criticism; 

 the desire to go out with your parents and friends to the show. 
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All cultural organizations are faced with the difficult task generating new marketing strategies due to the change of 

the environment in which organizations prosper: 

 the consumer has diminished his leisure time; 

 expanding options for consumer diversification; 

 the wider global exposure of cultural products worldwide; 

 changing public funding methods; 

 the distinction between popular and supreme culture is increasingly blurred; 

 organizations are at the end of their lifecycle. 

4. The importance of creative personnel 

The importance of creative personnel in culture can be specially defined by the importance of organizational culture 

in arts. Being able to build an organizational culture for a cultural institution consists into creating a cultural product or 

service. This process has a specific original nature when it comes to culture. The cultural product or services are 

designed into a special environment which has its own history, values, boundaries and ultimately affects the way the 

organization understands and appropriates a specific system of values. (Runco, 2013)  

In the center of this processes, the one of creating value and the one of creating an identity for an organization, 

stands a specific type of personnel. It is easily to be understood why this type of staff is a creative one, made of people 

with a high level of cultural understanding. Creative staff members have difficult tasks of: 

 understanding client needs; 

 anticipating client needs; 

 creating products and services; 

 understanding the environment in which their organization operates and creating added value; 

 promoting cultural products and services; 

 evaluating themselves in order to either improve what can be improved, or dispose what is disposable. 

Creative personnel thus have to manage a difficult process between the needs of being an artist, and the expectations 

of the general public, (consisting into public actors – trustees; consumers). (Donald, 2013) 

Managers of creative personnel have the difficult task of being leaders of this complex cultural process and specific 

type of staff. Their work consists into being able to give stimulants and performance bonuses to their personnel, a work 

that is generally not easy because it needs to satisfy both financial and nonfinancial rewards that creative personnel 

need. 

Leadership into cultural organizations needs to address the main goals that each creative individual has which can be 

defined as Maslow states into five basic needs: 

 psychological needs; 

 security needs; 

 social need of belonging to a group; 

 esteem needs of respect and trust; 

 personal development.  
 

5. The importance of evaluating creative personnel 

The necessity of a creative mindset especially when it comes to culture is undoubtedly high. The creative mindset 

has been during ages the main thing that has made the human race evolve or even survive. Therefore, stimulating a 

creative mindset especially to cultural activities, is a luxury that human race must entertain. (Runco, 2013)  

This comes with a package deal of certain level of ease when it comes to the pressure of generating results. A 

creative mindset only prospers in certain environment where all its need and desires are fulfilled and where the level of 

pressure is relatively low. 

Managers cannot force creative mindsets into generating products and services especially when it comes to cultural 

ones thus evaluating the creative personnel requires first and fore most evaluating their needs, the way in which the 

cultural organization can fulfill them and only then the results generated can be submitted to evaluation. 

We can then easily pick different ways of evaluating creative personnel by their success, or more exactly by the way 

their work is being perceived and understood: 

 on one hand we’ll have a scenario where evaluating creative mindsets is done by the perspective of success 

triggered by their results; 

 on the other hand we’ll have a scenario where creative personnel hasn’t been generating the results which the 

interested parties were looking for; 

This also means that the marketing aspect of the creative work plays a huge part because maybe a cultural product or 

service has been created properly, but, from a various numbers of reasons, hasn’t been transmitted properly to the 

clients. Cultural marketing therefore offers an alternative to cultural managers into evaluating creative personnel, 

because it operates as “the last stand” between successful cultural personnel and unsuccessful. Sometimes a good 
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