EDITORIAL BOARD

Publisher

Prof. dr. Cristian Niculescu (NICULESCU Publishing House)
Editor-in-Chief

Prof. dr. habil. Sorin Ionescu — University POLITEHNICA of Bucharest, Romania
Deputy Chiei Editor

Prof. dr. habil. Gheorghe Militaru — University POLITEHNICA of Bucharest, Romania

Senior Editors
Prof. dr. Anca Alexandra Purcidrea — University POLITEHNICA of Bucharest, Romania
Prof. dr. Cezar Scarlat — University POLITEHNICA of Bucharest, Romania
Prof. dr. Florin Dandlache — University POLITEHNICA of Bucharest, Romania

Editors

Acad. Florin Filip — Romanian Academy of Sciences

Prof. dr. Dimitris Karagiannis — University of Vienna, Austria

Prof. dr. Viorel Lefter — Academy of Economic Sciences, Bucharest, Romania

Prof. dr. Peter Doucek — University of Economics, Prague, Czech Republic

Prof. dr. Sergio Alessandrini — Universita di Modena e Reggio Emilia, Italy

Prof. dr. Adrian Gheorghe — Old Dominion University, USA

Prof. dr. Rolf Becks — Technical University of Darmstadt, Germany

Prof. dr. Mieczyslaw Lech Owoc — University of Economics, Wroclaw, Poland

Prof. dr. Bistra Vassileva — University of Economics, Varna, Bulgaria

Prof. dr. Doina Banciu — National Institute for Research and Development
in Informatics, Romania

Prof. dr. Anabela Mesquita — Polytechnic Institute of Porto, Portugal

Prof. dr. Ludwig Kreitz — Robert Schuman University, Strasbourg, France

Prof. dr. Nicolae Vasile — Valahia University of Targoviste, Romania

Dr. eng. Gheorghe Gheorghe — National Institute of Research and Development in
Mechatronics and Measurement Technique (INCDMTM), Romania

Dr. eng. Paul Pencioiu — ICPE SA, Romania

Dr. ec. Vasilica Ciucd — National Scientific Research Institute for Labour and Social
Protection, Romania

Prof. dr. Radu Stanciu — University POLITEHNICA of Bucharest, Romania

Assistant Editor
Assoc. Prof. dr. Dana Corina Deselnicu — University POLITEHNICA of Bucharest, Romania

Junior Editor & Web Editor
Lecturer dr. Dan Dumitriu — University POLITEHNICA of Bucharest, Romania

Editorial Team
Lecturer dr. Andrei Niculescu — University POLITEHNICA of Bucharest, Romania
Lecturer dr. Bogdan Tiganoaia — University POLITEHNICA of Bucharest, Romania
Lecturer dr. Olivia Negoitd — University POLITEHNICA of Bucharest, Romania
Lecturer dr. Bogdan Fleaca — University POLITEHNICA of Bucharest, Romania
As. dr. Alexandra Ioanid — University POLITEHNICA of Bucharest, Romania

N NICULESCU Publishing House Address: 6D Regiei Blvd.
Marian Napristoc — Editorial Director 060204 — Bucuresti, Romania
ED I TURA Serban-Alexandru Popina — DTP Tel: (+40)21-312.97.82
ML o ’ Fax: (+40)21-312.97.83
ISSN  2344-4088 E-mail: editura@niculescu.ro
ISSN-L 2344-4088 Internet: www.niculescu.ro

FAIMA Business & Management Journal is indexed in international databases: ProQuest, ERIH PLUS, Index Copernicus and Google Scholar.



CONTENTS

The Brand 1s the Image of the Company ..................... 3

Florin Danalache

Collaborative Decision-Making in Products Design .............. )

Fatima-Zahra Berriche, Besma Zeddini, Hubert Kadima, Alain Riviere

Nation Brand and Reputation of a Nation .................... 16

Cristina Simion, Olga Bucovetchi, Andreea Dumitrescu

Measures of Competitive Advantage ........................ 27

Vesselina Maximova

Resources and Sustainable Development .................... 39

Simone Vieri, Grazia Calabro

Organizational Process for Branding ....................... 22
Olivia Doina Negoitd, Octavian lon Negoita,

Anca Alexandra Purcarea, Florin Danalache

Modern Logistics Methods . ............ ... .ot 04

Bianca Guliman, Sorin lonescu, Andrei Niculescu

Achieving and Improving Job Performance .................. 75
Alexandra Contan




EDITORIAL

The Brand is the Image
ol the Company

Il winners created a brand as competitive advantage. In an increasingly intense
A global business arena, branding can serve the creation of competitive advantage

through two distinct functions:
(1) A brand ensures an entrenched customer base that is more difficult (and ex-

pensive) to displace;
(2) A brand can provide a company with a foot in the door when seeking to enter
new geographic areas.

The brand can be a useful offensive tool and defensive tool when you are competing
with non-local companies. Firms compete on the basis of brands or labels. Each brand
may be preferred by different buyers willing to pay a higher price or make more frequent
purchases of one branded product over another

Branding as a concept has been around for many years now. From a customer’s point
of view, brands simplify shopping, aid in the processing of information about products,
and make them feel confident of their purchase decision. Managers have also become
aware of the fact that the brand has become an important company asset, and focus is
needed on the creations of brand equity (R. Abratt, G. Bick, 2005).

The organization branding encompasses the processes by which an organization, as
a whole, is branded and its name then used to support its product brends. The organ-
ization brand can endorse product brands, providing indication of trust, reputation, and
recognition, and marketing powerful associations with in-

novation, public services, and national characteristics. . () ) .
The organizations develop brands is a way to create and
A -
A= o

attract new customers by promoting value, image, loyalty,
prestige and lifestyle. They may enjoy a trust or customer . . You now have to “
loyalty if they able to differentiate the brand from the \ decide what ‘image* ‘
competitor. Some of the brands have through a change in

you want for your
the organization, but is able to maintain the customer due \ ’ brand. Image mean. \‘ ’

to strong branding personality.”

Corporate brands act as effective platform for brand ‘ David Ogil '
stretching and brand extensions and provide a sense of ‘ . ‘ .
,body” for that brands that operate in diverse, and seem- \ ‘

ingly unassociated, categories. In addition, corporate brand-
ing is important for creating and consolidation of organi-
zation’s reputation, image, and public acceptance.
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In other words, brands are a mode of in-
fluence. Companies create and nurture their
brand as a way of affecting the behavior of
customers. It doesn’t really matter how much
people know about their brand if they don’t
buy it. Communication is only a tool for in-
fluencing people’s behavior, and it is often
the least effective. If one asks himself: How
often does someone tells one something that
fundamentally influences one’s behavior?
The answer is rarely, if ever.

Building the successful brand is the most
important issue of marketing management
and strategy. When a company creates strong brand it attracts customer preference and
company is more protected against a competition effort. Strong brands obtain good prices
and large market shares through its strong brand management initiatives, and company can
plan a growth through the penetration of new markets. In business, having a strong
brand can ensure a company’s long-term success; companies with portfolios of strong
brands create value for the company competitiveness in the market.

Marketing is not a battle of products; it’s a battle of perceptions. The power of a
brand lies in what resides in the minds of customers — what they learned, felt, seen, and
heard about the brand as a result of their experiences over time.

Florin Dandlache
Senior Editor
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,, Yourpremmm ‘

‘ . Brand bad betier b3 ’

delivering somel‘bmg
\ ' special, or it’s not going ‘

to get the business.’]
\ anf :
‘ 7 \‘

4 TAIMA Business & Management Journal



(Collaborative Decision-Making
in Products Design

Fatima-Zahra Berriche (1), Besma Zeddini (1), Hubert Kadima (1),
Alain Riviere (2)
(1) Laboratoire QUARTZ/EISTI Cery Pontoise, France, (2) Laboratoire QUARTZ/SUPMECA Sait Ouen, France

Abstraet

In this paper we present a research in progress that exposes an integral collabora-
tive decision-making process combining Case-Based Reasoning approach and the
Process Mining techniques (CBR-Mining) to improve designing of manufacturing
products. In collaborative decision-making participating actors have different
objectives, constraints, knowledge, and viewpoints. The purpose of this paper is to
illustrate via a use case study how process mining techniques may be integrated

into Case-base-reasoning.

Keywords: product development process, knowledge management, decision support,
case based reasoning, process mining, industrial design.

Introduction

Rapid innovation and costs reduction
during the collaborative design of indus-
trial products is a strategic issue for indus-
trial companies. In this context, several ac-
tors are involved in a collaborative envi-
ronment with different views during differ-
ent phases of the product lifecycle, while
exchanging knowledge expressed in hete-
rogeneous formats. This knowledge is re-
lated to different concepts such as product
structure, usage, project history and design
activities, parameters and constraints. In-
creasingly, enterprises are realizing how
knowledge is accumulated in recent years,
in order to emphasize the ,know—what:”
and know-how”.

* (orrespondence lo: fhe@eisti.eu

() Q)
.“ ., Too man ’..
‘ ompanies want the ‘
Y 2 brands to reflect some N
‘ ? idealised, perfected z‘mag ’

of themselves. As a conse-

\r’ quence, their brands ac- \ ’

’ quire no texture, no char

‘ dcter and no public trus ‘ r’
(‘ Richard Branson ‘
X WS

Ll
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Fatima-Zahra Berriche, Besma Zeddini, Hubert Kadima, Alain Riviere

The exploration and management of
this knowledge allow for the discovery of
the inflow of resources that can be used to
optimize product innovation and to make
knowledge-driven decisions.

In collaborative decision-making, partic-
ipating actors formalize the system accord-
ing to different viewpoints during different
phases of the product lifecycle. Collabor-
ative decision-making is a common deci-
sion process for two or more operational
processes. It depends on the information,
outputs of operational processes that are
continually changing and thus introduce
the unpredictability in the decision-making
process.

Our research approach involves the con-
struction of a knowledge mining model to
facilitate support decision in product de-
sign. Firstly, we try to develop a generic
model which covers all information on past
design processes including the applied so-
lutions. Secondly, since the design process
is the process that is based on the expe-
rience of the designers, it oriented us to a
new combination of process mining and
case-based reasoning (CBR). In our case,
the case-based reasoning is used to browse
the previous design cases to provide good
design practices inspired by previous ex-
periences. Process mining, on the other

6 FAIMA Business & Management Journal

hand, aims at discovering a process model
that merges all previous similar solutions.

This paper is organized as follows: Sec-
tion II introduces case-based reasoning and
process mining and presents some contri-
butions for their integration. Section III de-
scribes some major features needed for the
capitalization and reuse of knowledge in
this context. Section IV presents the stan-
dard design model product. Section V de-
scribes the authors’ approach, which is
used to support decisions in design. Sec-
tion VI illustrates the first results. Section VII
concludes the paper and discusses some
future improvements.

(ase-Based Reasoning
and Process Mining

The case-based reasoning (CBR) solves
problems by finding similar cases in its
knowledge base and adapting to the par-
ticular case. This solving is made of a num-
ber of phases: case representation, index-
ing, similarity comparison, retrieval and
adaptation. In the literature, several con-
tributions to the combination of data min-
ing techniques with the CBR process were
proposed. Arshadi and Jurisica have com-
bined CBR with data mining to improve
case-based classification (Arshadi, N. and
Jurisica, 1., 2005), Kim and Han proposed
a new method of indexation and classifi-
cation based cases, based on the use of ar-
tificial neural networks competitive (Kim,
K.S. and Han, 1., 2001), Beddoe used ge-
netic algorithms to facilitate selecting and
weighting features to personnel rostering
(Beddoe, G.R. and Petrovic, S., 2000).

The character of the product design pro-
cess oriented us towards the use of process
mining because it is a new method that has
been recently used in various domains, such
as healthcare (Anyanwu, K. et al., 2003),



time prediction (Backus, P. et al., 2006)
and in various other areas for analyzing
resource behavior (van Der Aalst, W.M.P.,
2011). But it has not yet been applied in
the domain of product design. In our work,
we decided to adopt an approach that
combines case based reasoning with pro-
cess mining in order to improve the design
products process and to support the de-
cision. We will discuss in more detail this
approach in the next section.

The Case-Based Reasoning (CBR) was
introduced in 1975 by Minsky. In 1994,
Kolodner formalized the foundation of CBR
in his book (Domeshek, E. and Kolodner,
J., 1993) and in the same time, Aamodt and
Plaza formalized the CBR cycle (Aamodt,

Problem

New
Case

RETAIN

/

Confirmed
Solution

’%&%
“ Previous
| Cases

General
Knowledge

REVISE

(ollaborative Decision-Making in Products Design

A., 1994). The CBR is a process that involves
the reuse of past experiences and was used
in expert systems and cognitive science.
In this approach, the user trying to solve
a new problem recognizes similarities with
previously solved problems called cases.
A case is a commonly specific problem that
has been identified, resolved, stored and in-
dexed in a memory with the solution, and
optionally the process for obtaining it
(Watson, 1., 1999, Cortes Robles, G., 20006).
The CBR systems are applied in many fields
such as medicine, trade, industrial diagno-
sis, monitoring and financial analysis.

The lifecycle of a CBR is composed of
four steps: Retrieve, Reuse, Revise and Re-
tain (Figure 1).

Suggested
Solution

Figure 1 — The lifecyle of CBR
(Source: Kim and Han, 2001)

Volume 5, Issue 3 — September 2017 7



Fatima-Zahra Berriche, Besma Zeddini, Hubert Kadima, Alain Riviere

e Retrieve: Given a target problem, re-
trieve from memory cases that are rel-
evant to solving it. A case consists of a
problem, its solution, and, typically, an-
notations about how the solution was
derived.

e Reuse: Map the solution from the pre-
vious case to the target problem. This
may involve adapting the solution as
needed to fit the new situation.

e Revise: Having mapped the previous
solution to the target situation, test the
new solution in the real world (or a sim-
ulation) and, if necessary, revise.

e Retain: After the solution has been suc-
cessfully adapted to the target problem,
store the resulting experience as a new
case in memory.

Process mining aims at discovering,
monitoring and improving real processes
by extracting knowledge from event logs
available in today’s information systems.
Log files may contain data recording three
perspectives: behavioral (tasks and their
time of execution), informational (data
used and produced by tasks) and organi-
zational (actors which perform tasks and
their relationships) (Figure 2).

controls /
] — [ -

models / ..|-|- flea: o ts"
analyzes ootprints’
) discovery -
(process) | = e event
model | logs
~ extension

Figure 2 — Three types of process mining: Discovery, Conformance,

and Extension (Enbancement)
(Source: Kolodner, 1993)

e Discovery: Produces a process model
from event logs without using any a pri-
ori information. The discovered models
can be represented by formal languages
such as Petri nets or notations such as
Business Process Model and Notation
(BPMN).

e Conformance: Check if reality conforms
to the process model: compare an ex-
isting process model with an event log
of the same process. It is also used also
to detect, locate and explain deviations,
and to measure the severity of these de-
viations.

8 FAIMA Business & Management Journal

e Enhancement: Extend or improve an
existing process model using informa-
tion about the actual process recorded
in some event log.

In the literature, there are many tools
using process mining, some of these prod-
ucts are ARIS Process, Entreprise Visualiza-
tion Suit, Disco, Genet Petrity, Intersage
BPME, OK T Process mining suite, Process
Discovery Focus, Process Analyser, Rbminer
Dbminer, ProM, Reflect. We use for our
work, ProM tool (Mans, S. et al., 2014)
because it is an Open Source framework
and it supports all of the process mining



techniques presented in Figure 2. For ex-
ample, each of the discovery algorithms
(genetic mining, heuristic mining, fuzzy
mining, alpha algorithm etc.) are integrated
into the ProM tool.

Modeling Knowledge

The innovation and performance of de-
sign activities for industrial products be-
come a major issue for business success.
To be placed high on the globalized market,
it must not only combine customer satis-
faction, productivity and competitiveness
but also deal with the growth of technol-
ogy and the increasing volume of available
and accessible information. The manage-
ment of their own information has always
been one of the issues for companies. This
information is currently processed and man-
aged to take into account the meaning and
semantics, which means that it manages
instead of knowledge. In order to help
engineers from various disciplines work
together to identify the choices that will

guide and justify decision-making in design
product, we decide to build our knowledge
base capturing the knowledge generated
by the practice of product development
process and to represent them by the prin-
ciple proposed by MOKA methodology

(Methodology and tools Oriented to Knowl-

edge based engineering Applications) (Ber-

nard, A., 2015, Klein, R. 2000). This prin-
ciple consists of collecting ,JCARE” forms
defining knowledge elements as follows:

e Illustrations representing comments, past
experiences, specific cases and complex
explanations;

e Constraints describing the product’s or
its component’s limitations;

e Activities to describe problems resolu-
tion stages;

e Rules to describe knowledge that directs
the choices in the activities;

e Entities to represent knowledge elements
that describe the product, its compo-
nents, its assemblies, parts and features.
An entity can be structural or functional
(Figure 3).

Volume 5, Issue 3 — September 2017 9
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Entity

Informal Model (ICARE)

Constraint

Rule

lllustration

The ICARE form translates the meta-
product models and processes. In our case,
we choose to propose a generic product
design model by integrating the different
common concepts of the product appear-
ance and process. This model allows driv-
ing the design activity from a design situ-
ation previously formalized in order to eval-
uate support design. In this way, we will
propose our generic product design model.

Generic Product Design Model

In this section, we propose a generic
product design model to provide a unify-
ing view of all the concepts involved in
design activities, our work is based on the
meta-model of the MOKA principle. This
model is divided into four packages: design

10 FAIMA Business & Management Journal

Assembly

My Product

Figure 3 — Informal model of MOKA
(Source: Mans et al., 2014)

activities description, product, process, re-

sources.

The design activities description: this is
the base case, containing all past design ac-
tivities as problem description and all the
information about the design activity itself:
start date, end date, structure, rules of cal-
culations, dimensions, resources etc.

The product covers five essential models
(structure, function, behavior, constraint):
e Structure: contains all components of

the product as the various geometries

to achieve;

* Function: identify different rules for the
calculation and design that allows to
sequence and control the execution of
design tasks;

e Behavior: is the study of the behavior of
products in its use phase.



(ombining (BR and PM

In this section, we present our approach
of coupling CBR and Process Mining to
provide a methodological framework to
support design. The idea is to provide a
model process design activity responding
to a current design activity. In fact, this
model process is found by analyzing all
related design activities. For each current
design activity, we calculate the degree of
similarity compared to the process stored
in the case base. We use the process min-
ing to extract these similar processes and
generate a model process. Moreover, to

Collect knowledge

Process design
Case base
(knowledge)

Retrieve |using the nearest

neighboer algorithm)

Collaborative Decision-Making in Products Design

use CBR and to adapt process mining to
our problem, we assume that:

— the knowledge base used is relevant,
it covers a large number of process
design and is filled automatically;

— only effective solutions judged con-
sidered good practice, are stored.

This coupling aims to improve the per-

formance of CBR. In our case, we focus
only on the retrieving step to extract pre-
viously designed activities and on the re-
use step in which we used process mining
to discover a new process, merging past
similar solutions. Figure 4 illustrates our
approach.

Retrieve similar process based on the
given design process description

4

8888 l*l

—

Reuse

{using process mining)

Discovery
Alpha-algorithm

A design engineering process mode|

Figure 4 — CBR-Mining approach

In the CBR process, when a new design
task comes, it is represented as a new case.
We apply an algorithm to extract the best
similar previous cases, based on a highest
similarity degree factor. We used the nearest
neighbor algorithm (Kolodner, J., 1993)
which is a simple approach that calculates

the similarity between previously stored
cases based on features selected by the user.

In order to use the process mining,
the processes selected will replace the
event log and they must respect all the
important parts of the event log struc-
ture. After we apply the alpha algorithm

L

i Al

User (Designer)
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(van Der Aalst, W.M.P., 2011, Alves de Me-

deiros, A. K. et al., 2004) of process mining

which aims to discover a workflow from a

set of execution traces of the same work-

flow. The alpha-algorithm is based on the
workflow-net (WF-net) and the workflow
log (WF-log) to represent the workflow.

e A (WF-net) is a Petri net responding to
structural constraints;

* A workflow-log (WF-log) is a sequence
of events produced by the execution of
the workflow. Each event is character-
ized by a type and each type is associ-
ated with a transition from WF-net that
produced.

The Case Study

In this section, a case study is discussed
in order to illustrate the analyses that are

possible and the process mining algorithms
that are available in order to validate our
approach. As we have already mentioned,
we assume that our knowledge base covers
a considerable number of design activities
and it filled automatically. We choose the
design activity of a ,Carrosserie” process as
a use case. The aim of our approach is for
the user to be able to recover all similar pro-
cesses to his target case (Design activity)
stored in his knowledge base using the
nearest neighbor algorithm. The recovery
of these processes can be expressed by two
groups of factors: product type and process
feature factor (design task process require-
ment). As can be seen in Figure 5, we re-
cover all process similar to the activity de-
sign ,carrosserie”:

] pesign.mxmi o' &
[7] Resuits - Alpha algorithm plugin on Raw Design.mxmi (unfiltered) o H I
: Design Canmosserie ': ' :
——
-
Design Camrosserie i
assemblies of parts| =

=il

[

I+ Zoom: 112 %

i Edit log refations |

Figure 5 — Describing the design process using the process mining

In order to extract information from
this event log file and to test the applica-
bility of our approach, we choose to use
ProM framework (Mans, S. et al., 2014),
which is an open source framework for

12 FAIMA Business & Management Journal

process mining. Initially, the data are in
form of Excel file but using ProM Frame-
work, the data was converted into MXML
(van Der Aalst, W.M.P., 2011), a format
that is commonly used in ProM which will



be used as the input to the process mining
algorithm. Therefore, in our study, we ap-
ply the mining algorithm alpha algorithm
that we have explained above.

Conclusion

Figure 5 shows some results regarding
the process design till the validation of the
prototype. These results have been used for
answering the need of the user (designer).
In order to design products in a short time,
the user analyzes the event log including all
the solutions of similar past experiences to
the activity ,carrosserie” and we deduce a
model process. This model presents the
tasks that are executed in the process:

e Design activities: presents all the work-
flows Elements and the Event Log used
in the design of our product;

* Assembly activities: Presents all the work-
flows Elements and the Event Log used
in the assembly of the pieces;

e Simulation activities: presents all the
workflows Elements and the Event Log
used in in the simulation of the virtual
prototype before proceeding to manu-
facture;

e Decide: allows the project manager to
validate project or to notify Modification
before to transmit it to client
In this paper, we presented CBR-Mining

approach which aims to facilitate the tech-

nical design of industrial products. The
proposed approach provides a domain
case base with knowledge reuse capabil-
ities. The objective is to support, optimize
and improve engineered products realiza-
tion and enhance software applications.

The originality lies in the discovery of a

process model based on past similar pro-

cesses that are stored in a knowledge base.

To validate our proposal, we have chosen

the extraction of an automobile design

process as a case study.

(ollaborative Decision-Making in Products Design

Our future work will focus on the de-
velopment of a web application experi-
ence feedback to support the industrial de-
sign activities. We will integrate ProM tool
and connect it to our knowledge base.
The idea is that the ProM tool can import
and operate directly log files stored in the
knowledge base. Furthermore, to achieve
semantic interoperability of data, we will
transform MXML files imported by ProM to
OWL format which is a language for knowl-
edge representation.

This application design future work will
focus on extending the already modeled
domain knowledge and increase the ca-
pabilities of our Framework. An extension
of the data types and their attributes in the
underlying case-base will be performed.
Further to that, the implementation of the
knowledge enriched applications will be
finalized and the framework will be de-
ployed and tested in a real industrial pilot
case under SOA (Service Oriented Archi-
tecture) in a Factory of the future equip-
ment based on Internet of Things proto-
cols connected to the Cloud.

Volume 5, Issue 3 — September 2017
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= @Br_&mding is not a new phenomenon. However, in recent decades its use has taken on
new forms. Given this, countries/places can also be branded as goods and services.

" Branding principles apply equally even if we talk about a nation or a corporation.

f However, the methods differ. The purpose of this paper is to highlight the differences

- between nation brand and nation image and to analyze the process of creating a

¢ ‘national brand Jfor Romania. The secondary research aims to identify the weaknesses
 of the branding strategy designed for Romania and also the advantages which Romania

~ currently bolds in order to better attract the attention of foreign investors. The research
findings can be of real interest to marketing experts seeking ways to reposition Romania.
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Introduction

A brand represents the identity of a
good, service or specific business. A brand
can take many forms, including a name,
a sign, a symbol, a color combination or a

slogan. The word ,brand” comes from the = the best possible
Scandinavian word ,brandr” which means business. If you are
,2to burn”, fire”; moreover, ,brandr” rep-

resents the hot iron used by owners to and opportunities
mark their cattle. From the legal point of will appear.”
view, brand is considered a mark indicat- Mark Cuban

ing the manufacturer of the product, being
subject to legal protection. From the per-
spective of the consumer psychology (con-
sumer research), one can talk about the
brand as the information stored by con-
sumers regarding a good or a service.
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The brand is a very technical concept
which gathered more than a dozen other
definitions, all correct in their own way.
One of them states that a brand is ,the au-
tomatic powerful and persistent associa-
tion of a good or service (with all attributes
related) offered by a company to a concept
or an unique experience in the minds of
its customers”.

The Role of the Nation Brand

According to Rainisto and Moilanen,
places/countries may also be branded,
alike products. Branding is not just a mar-
keting activity, but a holistic development,
influencing the entire space. Location brand-
ing brings additional attraction to a place.
A place that is a brand makes people aware
of that location, which will be for them a
unique-factors-combination which differen-
tiates it from the competition (Moilanen
and Rainisto, 2009, p. 376).

The nation brand is the process by
which a nation is actively seeking to cre-
ate a unique and competitive identity in
order to settle itself both internally and
externally as an attractive destination for
trade, tourism and investments (Nworah,
2004).

Although the ,nation marketing” con-
cept emerged in the 90s, the subject is not
entirely new. Many countries have pro-
moted their image over time, using differ-
ent methods and techniques, to attract
foreign tourists. Numerous studies have
been conducted over the past 40 years to
identify the effect of the nation of origin’s
brand over its products.

Nation branding is a set of programs
that make a nation different to another.
This process is intended to provide an
identity to that nation by forming a true,
positive and attractive image.

A nation brand is important whether it
is a developed nation or a developing one.
Successful countries identify their image
and their products by supporting policies
which define qualities of that country. This
can be observed in sectors such as tourism.
Yet nation branding includes not only a
specific sector but the nation as a whole.

Branding principles apply equally to the
nation as they would apply to a corpora-
tion. However, the methods differ. Coun-
tries compete daily with neighbors or block
regions for tourism domestic investments
and export sales, and those of them which
start with a bad or low reputation will be
limited or marginalized. These countries
cannot easily promote their commercial
success (Randall, 2004, p. 3).

Nation Image and Nation Brand

The literature distinguishes between na-
tion image and reputation of a nation on
one hand, and nation brand on the other
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hand, as nation brand is created through
a process of branding the nation. If the na-
tion’s image and reputation are concepts
that were used for a long time in this do-
main, the nation brand and branding of
the nation are relatively new concepts.
The image or the reputation of a nation
refers to the set of beliefs and opinions that
a person has about that nation (Kotler and
Gertner, 2002). The image of a nation can
be defined as the beliefs, ideas and im-
pressions that people have about a coun-
try. The image of a nation is the focusing
and streamlining of a large number of as-
sociations of ideas and information con-
cerning that country. It is a product of the
mind, trying to process and synthesize a
wealth of data and information on a na-
tion. Therefore, different people may have
quite different images relating to the same
country. The perception that a person has
related to a nation but not always corre-
spond with that person’s attitude towards
the nation and countries can act conscious-
ly to change perceptions and attitudes and
influence others towards that country.

18  FAIMA Business & Management Journal

The difference between the image/rep-
utation of a nation and the nation brand is
that the first can be formed without spe-
cific actions directed to this end, while the
nation brand is the country’s image arising
as a result of the efforts made in this re-
spect by the country. Basically, the nation
brand is more than the country’s image;
it is an image of the nation which is con-
sciously influenced and directed in a favor-
able direction to that country. The image
of a nation can be built randomly, as it ap-
pears spontaneously; the  nation brand”
is — broadly — a historical and cultural prod-
uct which can be planned through a coher-
ent strategy.

The Process oi (reating
a Nation Brand

The national branding plan takes shape
when creating branding strategy, which
also includes the means of communication.
Several authors mentioned the various
dimensions of the branding of a country.
The literature survey can be summarized
in the concept of the brand hexagon re-
lated to geographical locations which in-
cludes: tourism, export trade marks, inter-
nal and external policies (or public diplo-
macy), investment and immigration, culture
and history, and people. All these elements
play an important role in a country’s inter-
national competitiveness, as they are the
main aspects that come into contact with
external customers.

According to Brymer (2009), designing
a program to create a nation brand requires
an integrated effort of all those dimensions
and the ability to communicate it and act
in a coordinated and repetitive manner.
Such coordination is required as it implies
involving a large number of actors who ap-
pear in the brand of the nation (Figure 1):
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Figure 1 — Nation branding process
(Source: Kotler, 2002)

There are several nation mega brands
like the US, Japan, Italy and France, whose
public image is so strong, positive and pen-
etrating that anyone can believe that their
management requires a lot of work. These
are countries that are associated with cer-
tain valuable attributes (France is associated
with the quality of life, Italy — with style,
Japan — with technology and the US — with
power and wealth). Every time a new prod-
uct’s brand appears in one of these coun-
tries it will benefit from the beginning from
a certain advantage, despite all its compet-
itors in the global market.

Today, countries need to attract tourists,
factories, companies and talented people,
and to find export markets for their prod-
ucts, things that require adapting the instru-
ments of strategic marketing and branding
(Kotler and Gertner, 2002).

According to Rainisto (2003), creating
an added-value nation brand involves four
steps:

e The country should provide the basic
services, and its infrastructure should
be maintained at a certain level that sa-
tisfies citizens, companies and visitors;

* A nation needs new attractions to sup-
port the campaigns and the audience,
but also to attract new investments, peo-
ple and companies;

* A nation should communicate its fea-
tures and advantages through a power-
ful image and strong communication
programs;

* A nation should help citizens, leaders
and organizations attract new visitors
(Rainisto, 2003, p. 38).

However, this framework presents a
challenge, according to newer studies.
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Thus, in order to support a nation brand,
one must analyze the success factors of
marketing the nation (Table 1):

+ Economic stability

* Productivity

* Costs

* Property

« Local support services

+ Communications infrastructure

« Strategic location

* Incentive schemes and programs

Table 1 — Successful factors of nation marketing

Hard factors Soft factors

* Niche development

* Quality of life

* Professional competencies
+ Culture

* Personnel

* Management

* Flexibility and dynamism

* Professionalism

* Entrepreneurship

Romania’s Brand Strategy Analysis

Campaigns to promote
Romania abroad

In 2001, Romania launched internation-
ally its first advertising campaign in order
to improve its image and to attract foreign
tourists. It is the case of ,, Romania, simply
surprising”, a campaign on TV and on out-
door displays carried by Ogilvy & Mather.
The campaign was severely criticized be-
cause of high costs (about 20 million dol-
lars) and of its connections with political
parties, although it was correct in terms of
media planning. The campaign was aban-
doned without publishing the final result
(Nicolescu, Paun, Popescu and Draghici,
2008, p. 64).

In 2005 it was launched the initiative
,2Romania Branding”, a project dedicated to
building the nation brand. The program
was to evolve several steps:

— organizing an international tender for
choosing a company or a consortium
to handle the ,Romania Branding”
project;

— selecting a company that will provide
the audit at different project stages;
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(Source: Kotler P.; Asplund C., Rein, 1., Haider, D.H., 1999)

— creating a brand visual identity (logo,

images, graphics, etc.);

— designing and managing the campaign

in the European Union.

It was estimated that the project will
be completed in three years and will cost
around two million euros. However, up to
this date, even the first step wasn’t com-
pleted. The Agency for Governmental Stra-
tegies (ASG) organized a meeting to launch
the project. It looked for a consultant
(branding agency) that should create a
data sheet for the international tender for
the selection of a company or consortium
to handle this huge project. But on the day
set for the opening of tender offers, the
commiittee noted that no company partici-
pated to the tender.

In 2000, the Foreign Affairs Ministry ini-
tiated the ,Fabulospirit”. The cost of this
campaign amounted to 110,000 euros and
it was abandoned in its early stage. Three
years later it was launched the campaign
,2Romania, Land of Choice” campaign which
cost about 1.5 million euros. The protag-
onists of the advertising clips were sports
legends Nadia Comaneci, Ilie Nastase and
Gheorghe Hagi.



In June 2010, in Shanghai, a new tourism
brand for Romania has been launched.
The logo representing a leaf positioned
above the nation’s name was accompa-
nied by the slogan ,Explore the Carpathian
Garden”. Shortly after the launch, there
were speculations on the Internet that the
campaign logo is very similar to that of a
British transport company that launched
a line of environmentally-friendly buses at
Heathrow Airport in London (Boboc, 2010).

The TV station Travel Channel collabo-
rated with the National Tourism Authority
and made two episodes of the mini-series
,Wild Carpathia” to promote the landscapes
of the Carpathians. One of these episodes
included an interview with Prince Charles
of Great Britain. In the making of these

Nation Brand and Reputation of a Nation

episodes, it was involved a charitable as-
sociation which supported the conserva-
tion of wild areas in Europe. These docu-
mentaries were broadcast in over 130 coun-
tries and translated into 21 languages
(Sisean, 2013).

Regarding the number of foreign tour-
ists who arrived in Romania, as it can be
seen in Table 2, it fluctuated over the years.
What should also be noted is that there
is no clear causal relationship between this
fluctuation and the investment in these ad-
vertising campaigns promoting Romania.
In 2005, there was more money invested
than in 2010, yet the number of tourists
was smaller. This proves that the invest-
ments were not controlled and planned
efficiently.

Table 2 — The costs of Romania promoting campaigns
and the number of foreign tourists visiting the country

Romania, simply surprising — 2001 20 mil $ 951.000
Branding Romania — 2005 2 mil Euro 1.500.000
Fabulospirit — 2006 110,000 Euro 1.500.000
‘Land of choice - 2009 1.5 mil Euro 1.270.000
Explore the Carpathian garden —2010 | 0.9 mil Euro 1.700.000

(Source: Business Day 2011, money.ro, 2014)

Foreign tourists’ perception
regarding Romania
as a touristic destination

The Anholt’s index (Anholt, 2007) is the
tirst step in the evaluation and ranking of
nations brands. It shows the brands’ strength
and the ability of nations to attract visitors;
it also shows how consumers worldwide
perceive the character and personality of
the brand. By 2008, the ranking was done
quarterly. After each quarter, a study was
conducted on a sample of more than 25903

customers worldwide on their perception
related to the political, commercial, cultural,
investment potential and tourist attractions
of 35 developed and developing countries.
Since 2009, this study was only carried out
once a year and measured the image of 50
nations.

Since 2008, this study included also
Romania, which was initially ranked 41*.
In 2009 it climbed 4 positions to 37", but in
2010, despite the promotional campaigns
undertaken, it was back on place 41*.
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The study aims to annually validate
three hypotheses:

1. The foreigners’ perception regarding
Romania image is influenced by the
Romanians’ behavior abroad. Each na-
tion image is supported by its citizens,
behavior, attitude, and lifestyle.

2. The awareness concerning a touristic
image of Romania.

3. Foreigners’ perception is influenced by
the diversity, the accessibility of services
and the quality/price ratio.

The results of the Anbolt’s
index in 2012

An important element to be highlight
refers to how respondents characterized
Romanians. According to the responses,
Romanians are friendly (17.4%), modest
(14.8%), welcoming and hardworking
(13.9%), temperate (12.2%). Less than 7%
perceived them as: tolerant (7%), dishonest
(6.1%), thieves (3.5%), arrogant (2.6%),
aggressive and illiterate (1.7% each).

Approximately 49% of respondents as-
sociated Romania’s image with Vlad the
Impaler — Dracula. Approximately 31% of
respondents associated its image with sports
personalities (Nadia Comaneci, Gheorghe
Hagi, Ilie Nastase), most likely due to the
promotional campaign ,Romania, Land of
Choice”. A percent of 32% of participants
associated Romania with natural wealth,
and 24.3% with corruption.

About 38.3% of the respondents an-
swered that they were aware of Romania
as a tourism brand abroad. Of those who
were aware of the Romanian tourism brand,
13% dealt with it by commercials, 18.3%
by outdoor advertising, 33% through web-
sites and social networks, and 13% came
in contact with guides and catalogs.

The quality/price of tourist services in
Romania is perceived to be balanced by
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20% of respondents. More than half of re-
spondents (59%) believe that tourism ser-
vices are of poor quality at a high price,
and 21% of respondents believe that the
tourist services in Romania offer high qual-
ity at a low price.

Main findings of the study

The first hypothesis which stated that the
perception of foreigners regarding Roma-
nia’s image is affected by the behavior of
the Romanians in Romania and abroad was
confirmed. According to the information
analyzed, most of the foreigners have a bad
impression about Romania because of
their last experience in Romania, as they
consider Romanians aggressive, dishonest,
arrogant and uneducated. Frequently Roma-
nians abroad are associated with beggars,
which does not help to improve the image.

The second hypothesis stating that the
declining awareness of the tourism brand
of Romania is determined by the poor ele-
ments of visual identity, by the poor promo-
tion abroad and by using a small number
of information channels, was confirmed.



Thus, the data shows that Romania as a
tourism brand is familiar to over 38% of
respondents, yet 34% stated that they did
not know the current brand. This can be
explained by the fact that most brand con-
noisseurs are people who have regular
contact with Romania, visiting Romania
several times a year or currently living in
Romania, while those expressing uncer-
tainties are part of the who visited the na-
tion only once for tourism.

The third hypothesis stating that the
perceptions of foreign visitors on tourism
services depend on the variety and acces-
sibility of these services and on the qual-
ity/price ratio was confirmed. Therefore,
tourism in Romania is perceived by some
foreigners as accessible and diversified,
while others contend that it is below their
expectations. The quality/price ratio is con-
sidered balanced only by 20% of respon-
dents, while Romanian tourist services are
considered by 48.3% of respondents as
being worse than in their home country.

The general conclusion that emerges
from all the studies within last few years
is that Romania must work regularly and
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consistently to promote itself abroad.
The country’s image is influenced in equal
measures by its citizens, quality of service
and advertising carried out abroad. Re-ed-
ucation of a nation is difficult to achieve
in a short time and major investment in
tourism infrastructure are hardly achiev-
able. Therefore, the first step towards pro-
gress for Romania’s image repositioning
can be achieved by dynamic, creative and
persistent promotion.

Advantages Oiiered by Romania

Although Romania has to make more
consistent steps in winning an attractive
image, however, it has many reasons to
attract the attention of foreign investors:

1. Advantages in terms of market
and geograpbical position
Romania is one of the largest markets

in Central and Eastern Europe (7" place,

with over 21 million inhabitants); it is an
access gate to the unified European market
which has around 500 million consumers;
it has an attractive location — situated at
crossroads between the European Union,
the Balkans and the independent states
community, Romania is crossed by 3 pan-

European corridors: the 4" corridor that

links the Western Europe with Eastern

Europe, the 9" corridor that connects the

North and the South of Europe, and the

7" corridor that makes easier the naviga-

tion within Europe.

2. Advantages in terms of resources

Romania has a highly qualified work-
force with competitive labor costs (strong
knowledge of foreign languages, IT, en-
gineering); it has rich natural resources,
surface and underground waters, fertile
agricultural lands, oil and natural gas; it
has significant touristic potential.
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3. Advantages in terms of politics

Romania is a stability factor in the re-
gion, a2 NATO member; it is a warranty of
South-Eastern Europe stability; it is a mem-
ber state of the European Union.

4. Advantages in terms of economy

Romania registered a sustainable eco-
nomic growth, a decreasing trend in terms
of inflation; it benefits from the increase
of interest of foreign investors — the main
destination of foreign direct investments
in this region (Ernst&Young, 2008); it has
healthy tax policies (16% corporate tax).

5. Social advantages

There are agreements between the gov-
ernment and the main working unions; the
inexistence of major social movements;
the workforce market and the work rela-
tionships are enacted by the labor code.

6. Advantages in terms of law

Romania has similar legislation to the
European Union (implementation of the
acquis communautaire); it has tax poli-
cies regulated by the Tax Code.
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Conclusions

Romania does not have a nation brand,
yet attention should be focused primarily
on achieving a good image of the country.
The need of a good image is equally im-
portant for both the nation and the com-
panies. Each nation already has an image
that exists in the minds of other people,
as an entity with both positive and nega-
tive characteristics. Countries that have un-
dergone massive political and economic
transformation, as Romania, require the
repositioning of their national image to
help them compete internationally. How-
ever, any process of repositioning the image
is based on the existing image at a time.
In the last 20 years, Romania had a rather
unstable image at European and at inter-
national level, oscillating from a positive
image to a neutral and even negative one.
Such inconsistency can be seen both as a
weakness (lack of a strong image of Roma-
nia abroad), as well as a strength (because
there is no distinctive image of the coun-
try abroad, one can build it from scratch).



It is estimated that changing a well-estab-
lished national image for a long time is
more difficult than to start one from scratch.
Analyzing all the promotion campaigns
from 1996 to 2016, we can conclude that
they were not perceived in a positive way
by the mass-media or by the citizens; they =
had big budgets and were suspected of | /&
embezzling public money or spending it
for other purposes. The campaign mes-
sages, logos, positioning, they all created E—-—
dissatisfaction. Changing the promotion e
strategy every two-three years created B8
much confusion and did not allow the

creation of a whole and powerful nation
brand.
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Based on the understanding that competitive advantage is related to the value cre-
ation, we aim to propose reasonable indicators that could be used for measuring
the advantage. Considering different measures that are already proposed by other
researchers, we aim to find indicators which are both easy-to-use and reliable and
which take into consideration not only the value for owners but the value for cus-
tomers as well. Such measures are needed by practitioners to indicate if the organ-
izations they manage have an advantage and what is the size of this advantage.
They are of critical importance for researchers too, in their aim to reveal the rela-
tions between advantage and its sources. The paper presents a critical and com-
parative review of indicators previously proposed and gives arguments for using

a practical set of measures for understanding the competitive advantage and its
sustainability.
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Introduction

The concept of ,,competitive advantage”
is widely used in the strategic management
literature, although what exactly it stands

for is often not always clear. Where defi- Af you don’t have
nitions are available, there are observed a competitive
differences not only in the interpretation or advantage,

the point of focus but also in the indicators don’t compete.”

that can be used to measure the advantage. Jack Welch
The indicators are to be necessary in order
to provide managers with a tool for evalu-
ating the results that have been achieved in
the competition race, namely estimating the
size of that advantage/disadvantage allows
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managers to decide upon the usefulness

of the strategy being followed, the neces-

sity of its revision and/or the search for new
sources of a more effective implementation
of the strategy that has been adopted. They
are also useful because they provide re-
searchers with a set of tools which, on the
one hand, is easy-to-use and on the other
hand — sufficiently reliable to be utilized
for the study of various aspects of creating
and sustaining competitive advantage.

The purpose of the present paper is to
put forward a suitable set of indicators that
could be used to measure the competitive
advantage, on the basis of a critical exam-
ination of the available definitions in the
literature. When selecting suitable measures,
two groups of factors have to be taken into
account:

e Theoretical factors: so as the indicator
adequately conveys the actual meaning
behind the concept;

e Practically applicable factors: the pur-
pose is to identify a relatively small num-
ber of indicators, which comply with the
theoretical considerations and are fea-
sible, comprehensible and easy-to-use.
Until now, some aspects of the ,,compet-

itive advantage” concept were interpreted

differently and ambiguously by various au-
thors. Meeting the objective that has been
set out for this paper will require:

(1) identifying the main aspects that help
to define the overall ,competitive ad-
vantage” concept through comparing
and contrasting the beliefs of different
authors;

(2) identifying the appropriate indicators
necessary for the analysis of the con-
tent of the primary structures included
in the definitions of competitive ad-
vantage.

In line with the achievement of the de-
sired objective is the prevalent basic sci-
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entific (research) method of theoretical
analysis and scientific synthesis. The defi-
nitions of competitive advantage proposed
in the scientific literature are analyzed re-
trospectively in order to trace down the
concept’s central aspects and the key struc-
tures it is built upon. The analysis of the
contents of these key structures, namely
,value for customer” and ,value for owner”,
as well as the comparative review of indi-
cators proposed earlier, are the basis for
identifying a measurement indicator of
competitive advantage.

(oncept of
(ompetitive Advantage”

The interpretations of the competitive
advantage concept by different authors
result in unclear or ambiguous messages.
Some of the researchers use the concept as
a synonym for a better, superior financial
result of the organization (Peteraf, 1993,
Ghemawat & Rivkin, 1999, Foss & Knudsen,




2003, Hoopes, et al., 2003). There are others
who define the advantage as the presence
of such characteristic features of the organ-
ization itself or its strategy, as to ensure the
exceeding of its financial results (Porter,
1980, Ghemawat, 1991, Barney, 1991, Pe-
teraf & Barney, 2003). Therefore, the pri-
mary aspects of the definition of competi-
tive advantage should be developed prior
to the advancement of its appropriate mea-
surement indicators.

Collins English Dictionary defines the
concept of ,competitive advantage” as an
advantage based on success in competi-
tion. The focus here is on the comparative
nature of the accomplished result (suc-
cess), with the measurement indicators
yet to be clearly determined. Taking into
consideration the precise meaning of the
separate words that constitute the concept
seems to be a helpful aspect towards its
clarification. Webster’s Dictionary specifies
that ,the advantage is the superiority of
position (i.e. result) or condition (i.e. pre-

Measures of Compelitive Advanlage

requisites for the result), or as a benefit

resulting from a certain course of action”.

,Competitive” is defined by Webster’s Dic-

tionary as ,relating to, characterized by,

or based on competition (rivalry)”.

In a specialized business dictionary, the
author found in the following definition
for ,competitive advantage”: ,a superiority
gained by an organization when it can
provide the same value as its competitors
but at a lower price, or can charge bigher
prices by providing greater value through
differentiation”. Competitive advantage re-
sults from matching core competencies to
the opportunities. The definition above ex-
amines competitive advantage in the light
of the adopted generic competitive strat-
egies (differentiation and cost leadership)
or indicates primary courses of action that
could bring the desired superiority to the
organization.

The aforementioned definitions provide
some guidelines regarding the concept
under consideration while raising issues
that have not been clarified or still subject
to controversy:

e on one hand it’s clear that the concept
of ,competitive advantage” has a com-
parative character and the comparison
refers to the organization concerned
against the competitive one(s); on the
other hand, there remains the question
as to whom the organization compares
to — to all competition, to the best com-
petitor or to a particular group;

e undoubtedly, superiority is associated
with specific measurement indicators
(position, financial result, benefit, value
etc.); the most commonly cited measure-
ment indicator refers to the result of a
certain action or behavior, which is to
suggest that the advantage is defined
by the result itself. There are also diffe-
rences of opinion referring to ,whom”
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the created value is intended for — the
consumer or the owner/shareholder, and
referring to the appropriate measure-
ment indicator for the created value.
However, the presence of ambiguous
problems or matters of controversy is said
to stir up the interest towards examining,
comparing and contrasting the existing dif-
ferent views among various researchers.
Placing competitive advantage at the
center of company performance, Porter ded-
icates his book , Competitive advantage”
to the ways in which companies are able to
create and sustain their advantage in the
industry they operate. Thus, for Porter, com-
petitive advantage stands for lower costs,
differentiated offer or successful realization
of focus strategy (Porter, 1980). Moreover,
he points out that ,the competitive advan-
tage grows fundamentally out of the value
that a firm is able to create for its buyers by
exceeding the firm’s cost of creating it”.
Although the definition focuses on the va-
lue for the consumer, comparing that value
with the costs incurred by the company,
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in fact, refers to obtaining a financial result
for or to the benefit of the owners/share-
holders.

Barney observes that ,a firm is said to
have a competitive advantage when it is
implementing a value creating strategy not
simultaneously being implemented by any
current or potential competitors” (Barney,
1991). The definition clearly shows the
author’s strong determination in relation
to the object the company compares with,
that is — with all its competitors.

Peteraf defines advantage as ,sustained
above normal returns” (Peteraf, 1993). Be-
sides proposing an advantage measurement
indicator, the author also includes, by de-
fault, the need for the sustainability of that
advantage (,sustained returns”). Ghemawat
and Rivkin also believe that the focus
should be on maintaining the advantage
over a long period of time. They relate the
advantage to the superior financial returns
within the industry (or the strategic group)
over the long run (Ghemawat & Rivkin,
1999).

According to Besanko, Dranove and
Shanley, competitive advantage is consis-
tent with better financial results in a partic-
ular market: , When a firm earns a higher
rate of economic profit than the average
rate of economic profit of other firms com-
peting within the same market, the firm
has a competitive advantage in that mar-
ket” (Besanko et al., 2000). Concurrently
with the establishment of the boundaries
of which the advantage is to be examined
(market instead of industry), the authors
also suggest its measurement indicator:
the economic profit.

Hoopes, Madsen and Walker view ad-
vantage as a performance surpassing the
performance of their competitors. Taking
into account the value, price, and cost
(VPO) framework, the authors prove that



Jthe firm that produces the largest differ-
ence between value and cost has an ad-
vantage over rivals. It can either attract
buyers due to the better surplus its product
offers (V=P) or make a higher profit (P-C),
or both” (Hoopes et al., 2003). Studying
this definition more closely and carefully,
we can discern two important points:

e the ways in which advantage can be
obtained — either through the deliv-
ery of higher value or through lower
costs;

e the addressee of the value — more va-
lue that the consumer receives for a
given price (V=P), or higher profit for
the owners (P—C). Hoopes, Madsen
and Walker do not exclude concur-
rent achievement of higher profit and
more value for the consumer.

The answer to the question ,Who are
the intended beneficiaries of the value — is
it intended for the consumers or for the
owners”, turns out to be of concern for a
large number of authors who have chosen
to focus their research on systematically
investigating the competitive advantage.
Pietersen states: , Let me pose a question. In
attaining competitive advantage, which is
more important: providing unique benefits
for customers, or achieving superior opera-
tional effectiveness?” (Pietersen, 2010), and
continues: ,, This question is a trap. Clearly,
the one without the other (at least to some
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degree) is not the answer. The temptation
is to say both and be done with it. But while
both are true, that answer is incomplete
and therefore is misleading. Doing both is
obviously necessary, but it’s not sufficient.
The real answer is that competitive advan-
tage lies between the two. It's the gap that
says it all”. The way Pietersen defines ad-
vantage is as follows: , the competitive ad-
vantage means to obtain such a difference
between the value the consumers perceive
in your product and the costs you have in-
curred to provide the product that is bigger
than the difference of your competitors”.
Thus, we can agree with the stated proposi-
tion that obtaining value for the consumer
and not achieving value for the owner or
vice versa rules out the achievement of
competitive advantage and, therefore, we
can conclude that crucial for the competi-
tive advantage is not only the value for the
consumer but also the value for the owner.

Barney and Hesterly define advantage
in a way similar to that discussed previ-
ously in the paper, namely: , The firm bas
a competitive advantage when it is able to
create more economic value than rival
firms. Economic value is simply the differ-
ence between the perceived benefits gained
by a customer that purchases a firm'’s prod-
ucts or services, and the full economic costs
of these products or services. Thus the size
of a firm’s competitive advantage is the
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difference between the economic value a
firm is able to create, and the economic va-
lue its rivals are able to create” (Barney &
Hesterly, 2000).

Searching for the clarification of the
different aspects of the concept of com-
petitive advantage in theoretical terms and
for its practical measurement indicator, we
would also like to reflect upon the defi-
nitions we have found in some more prac-
tice-oriented sources”. ,The Almanac of
Competitiveness” edited by the Bulgarian
Ministry of Economy (2007) states that
A company is believed to have a competi-
tive advantage over the other companies
when it makes a profit that is greater than
the average profit in the corresponding in-
dustry”. An online platform for strategic
management training for small and medi-
um-sized enterprises offers the following
definition: ,A firm is said to have a com-
petitive advantage over its competitors when
it maintains returns that surpass the ave-
rage in its industry”. The definition is worth
recognizing the fact that advantage is seen
as a long-term result (maintaining returns),
rather than a mere snapshot of the current
situation.

What makes the previous two defini-
tions useful is that they not only offer an
easy indicator of measurement of advan-
tage, but they also specify the reference
point for comparison. Assuming that the
comparison should involve all competitors,
then the average value of the selected
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indicator in the relevant industry should

be used as a benchmark.

The review of the definitions brings us
to the following conclusions regarding
the precise definition of competitive ad-
vantage:

1) it is related to the creation of value —
important are both the value created
for the consumer, and the value for
the owner/shareholder. In the defini-
tions themselves, an explicit reference
is made either to words such as ,profit”
and return”, or to the value surpassing
the costs for its creation;

2) later definitions of ,advantage” refer to
the end result (benefit, value), rather
than the ways in which it can be ob-
tained;

3) the advantage is a comparative concept
and involves comparison with the com-
petitors in the industry being analyzed,;

4) the bearer of the advantage is the or-
ganization and it is at this level that the
analysis should be carried out;

5) most definitions of advantage regard
sustainability as its internal, inherent
feature; in other words, the advantage
is not such if it does not imply sustain-
ability.

Having in mind the above outline, we
can draw the conclusion that from a theo-
retical point of view, we need measure-
ment standards which report both the
value for the owner and the value for the
consumer that a particular organization



continuously creates and maintains. In or-
der to determine the size of advantage, we
need measures applicable to both the par-
ticular organization, and the sector as a
whole. Thus, the difference between the
quantity of respective indicator for the in-
vestigated firm and the average quantity of
the same indicator for the sector will give
the size of the competitive advantage.

Measuring the
(ompelitive Advantage

The definitions of competitive advan-
tage in some cases propose indicators for
its measurement. Nevertheless, finding the
appropriate indicator remains quite a chal-
lenge, both to the theory and the practice.
It has been stated that the advantage is as-
sociated with the creation of value for the
consumer, on the one hand, and for the
owner, on the other. The discussions re-
ferring to the nature of the value itself, its
components and appropriate measure-
ment indicators fail to reach a unanimous

Value =
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agreement. , Value is the overall economic
base concept and yet it has no commonly
agreed definition” observes Kasarova, stat-
ing that it (the value) ,is much more a vi-
sion of the market as regards the benefit,
received by the owner of one or another
asset, which is formed on the basis of ac-
cessible information and is used for making
decisions or solving concrete managerial
problems” (Kasarova, 2009). Defined as the
L vision of benefit”, it reflects the subjective
character of ,value”. To support her belief
about the subjective character of the con-
cept, the author indicates that , each of the
parties interested in the development of the
company has its own conception of the va-
lue and to this effect — its own idea about
the activities which «add value», «destroy va-
lue» or are walue neutral-“ (Kasarova, 2009).

Kaplan and Norton (1996) divide the at-
tributes composing the value from the con-
sumer’s perspective into three categories:
product/service attributes; image and rep-
utation; customer relationship (Figure 1):

Brand equity ‘

Uniqueness Functionality Quality Price

Time Convenient Trusted

Figure 1 — Elements comprising consumer value
(Source: Kaplan, R., Norton D.P., 1996)

Nowadays, the approved twofold mean-
ing of value is stipulated by Kehayova
(2002), who in support of her opinion re-
fers to a Business English Dictionary for
the meanings of value, namely:

(1) the amount of satisfaction that is ob-
tained from a product or service;

(2) the amount that can be obtained for
something by exchanging it for money
or goods.

Responsive
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While satisfaction as a subjective quan-
tity is quite difficult to be measured, the
second meaning outlined in the dictionary,
,the amount obtained by exchange”, pro-
vides the grounds to look more confidently
for measures of the value/advantage for the
customer in the accounting data. There-
fore, the amount obtained in exchange
equals the realized sales revenue recorded
in the company’s profit and loss statement.
Since it is hard to measure the consumer
perceptions of the products’ value, the
problems arise at determining the total
costs related to the manufacturing and
sales of the product, too. The reported data
gathered in the firm do not often distribute
all costs at related products. Therefore, as-
sociating certain costs with a particular
product often causes difficulties.
Despite the challenges related to mea-
suring the firm’s competitive advantage,
two relevant approaches are discussed in
the literature (Barney & Hesterly, 2000):
(1) the advantage is measured by means
of the firm’s accounting performance;

(2) the advantage is measured by means
of the organization’s economic per-
formance.

The main difference between the two
approaches is incorporated in the struc-
ture of costs which are considered when
accounting and economic profit is calcu-
lated. The former does not take into ac-
count an important element of costs — the
costs related to gaining capital. Thus, the
economic profit is obtained by de-
ducting capital expenses
from the account-
ing ones

(Kasarova, 2009). They constitute the rate
of return the company promises and/or
is able to provide to investors/creditors.
They are measured by means of the aver-
age weighted cost of credit and the price
owners of firm’s equity expect — WACC
(weighted average cost of capital). There-
fore, the economic profit has an effect on
the interests of two essential stakeholder
groups — the owners and the creditors. If
they are satisfied to a great extent, they are
interested to contribute more to the busi-
ness. In turn, the business, having been
provided with accessible financial resour-
ces, will have better possibilities to develop.

This is how Barney and Hesterly ex-
plain the adequacy of using the economic
profit as a measure of competitive advan-
tage (Barney and Hesterly, 2006). At the
same time, the two researchers render and
account of difficulties in using this measure.
It concerns mainly the companies whose
capitals are not subject to public trade.
Bearing this in mind, the cost of equity is
difficult to be determined. The main ad-
vantage of the accounting measures is their
accessibility and convenience at use. Bar-
ney and Hesterly propose four groups of
financial ratios for measuring the com-
petitive advan-
tage, namely:
profitability
ratios;




liquidity ratios; leverage ratios; activity ra-
tios. The authors suggest that these indi-
cators should be compared to the average
for the industry: above the average — the
firm has a competitive advantage; around
the average value — the company has com-
petitive parity; below average — the firm
has a competitive disadvantage (Barney
and Hesterly, 2000).

In order to combine the advantages of
economic measures with the convenience
of applying the accounting ones, the link
between the economic and accounting
measures could be of particular interest.
Barney and Hesterly inform about research
showing a strong correlation between the
two types of measures of competitive ad-
vantage. The firms which have good rates
of economic return usually have account-
ing indicators above average in their sec-
tor. The ones which have unsatisfying rates
of economic performance are more likely
to possess a value of accounting indicators
below the average in their sector (Barney
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and Hesterly, 2006). This gives us grounds
to think that the further use of more acces-
sible accounting indicators will give us re-
liable information for the competitive ad-
vantage obtained by firms.

Accepting the accounting figures as a
practical and to a great extent a feasible
measure of competitive advantage, we need
to analyze the definitions of competitive
advantage in order to find the most appro-
priate accounting indicator for measuring
the competitive advantage. Most of the dis-
cussed definitions consider it as the diffe-
rence between value provided to the con-
sumer, and the costs incurred for its cre-
ation, which needs to surpass the compe-
tition. In other words, we need measure-
ment indicators for the consumer value of
the company’s products, the costs for its
creation and the difference between the
two. These three elements are present in
the Pietersen’s figure which describes the
competitive advantage (Figure 2):

Costs

(Volume) <4—————— Value for consumer ———»

(Price)

Value/cost gap L
(in competitors’ firms)

Value/cost gap
(in our firm)

Figure 2 — Measuring the competitive advantage
(Source: Pietersen, 2010)

The key aspect, according to Pietersen
is that ,there is a dynamic interaction bet-
ween value, price, and quantity. Value is
the leading element, the driver. Price and
quantity are derivatives of value, they do not
exist independently. Therefore, if you want
1o measure the quantity of the created value,

look at its derivatives: price and quantity.
They are the determinant measures of the
value you create”. Pietersen explains his
opinion with a ,ruthless” logic: the con-
sumer will buy larger amounts or pay a
higher price only if they see more value
in the particular product, as compared to
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the competitors’ alternative ones. In case
the value becomes lower, the pressure will
be exerted on both price and quantity; and
one of them or both will decrease (Pieter-
sen, 2010).

Following the above logic and direc-
tives, we again come to the conclusion that
,Sales revenue”is an appropriate measure
of the value which the consumer sees in
the organization’s product. However, in or-
der to be able to compare firms having
different scales of operation, it is appropri-
ate to select relative rather than absolute
indicators. We consider that ,the variation
(growth/decrease) of sales revenues” of
a particular company for a certain period
is an appropriate relative measure, which
can be compared to ,variations in sales rev-
enues” in the sector for the same period
of time. Taking into account the change in
the consumer rating of the obtained value,
this indicator gives clear reference points
about whether the respective company sat-
isfies the consumers better than the com-
petition (it has an advantage compared to
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them) or performs worse than the average
level in the sector (has a disadvantage).

When discussing owmner’s value, we
should render an account of the expenses
the organization has incurred in order to
create value for consumers. We have al-
ready discussed the content of accounting
and economic profit obtained after the de-
duction of costs. However, when a com-
parison between different firms with differ-
ent scales of activity and sizes of invested
funds is required, it is not the profit which
is the appropriate indicator. Profit is an ab-
solute indicator, while the return on invest-
ments is a relative indicator and it incorpo-
rates profit in its calculation, recommend-
ing it as a more appropriate measure.

Finally, we can point out that the com-
petitive advantage is not considered as a
snapshot of the situation, but as a long-term
state. In other words, sustainability is an
inherent characteristic of competitive ad-
vantage. This calls for considering the out-
lined competitive advantage indicators for
a longer period of time. Pursuing both
higher than average return on investments
for a longer period of time, and a steady
revenue growth ,safeguards” organizations
against decisions and actions which can
affect the long-term development of the
company.

Conclusion

The generated review of competitive
advantage definitions allows us to analyze
the main theoretical considerations in the
pursuit of an appropriate competitive ad-
vantage standard of measurement. Our
practical reasons were that the information
required to measure competitive advantage
should be easily accessible and the indica-
tors should be calculated both for the spe-
cific company and for the whole sector.



Having put forward the arguments for ,sales
revenue” as an appropriate measure of the
value for the consumer, and for return on
investments”/profitability as a suitable mea-
sure of the value for the owner, we can con-
sider that we have a useful measurement
standard for the competitive advantage.
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competitive advantage, and the opportu-
nities to create and maintain it for a longer
period. Having on-hand indicators which
allow measuring the competitive advan-
tage makes it easier to study the relation
between the competitive advantage and

The outlined indicators will be partic- its drivers, while the research firldings be-

ularly useful in studying the sources of come more measurable and more eloquent.
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LA company’s
ability to respond
to an unplanned event,
good or bad is a prim
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Bill Gates

38  FAIMA Business & Management Journal



Resources and
Sustainable Development

Simone Vieri (1), Grazia Calabro (2)
(1) University La Sapienza, Department of Management, Rome, Italy,
(2) University of Messina, Department of Economics, Messina, Italy

R "S Mcé"t’/_ge\end of the Second World War, the evolution of agricultural production
- systems has been characterized by the adoption of agro-industrial development
- models. On one hand, this has enabled the achievement of important results in
- terms of agricultural productivity and access to food; on the other, it has led to
- j)rodig_ctive systems that bighlighted serious global problems such as malnutrition,
&\f@d y)astes and food losses, oligopolies in key sectors (for example, productive
jé{tors), environmental sustainability problems. The aim of this paper is to under-
B line that in order to satisfy the new food requirements resulting from the expected
demographic evolution, we don’t need to access new resources, but to responsibly
use the existing ones. As a consequence, a deep reconsideration of the current
patterns of agricultural consumption and consume needs to be developed and

implemented.

Keywords: food consumption patterns,
sustainability, livestock farming

Introduction " If people belicvs
The environmental sustainability of hu- they share values
man activities, food security, humans and with a company,
other living beings’ health and well-being they will stay loyal
are global issues to be successfully resolved to the brand.”

in order to ensure a future for the human Howard Schultz
presence on Earth. To this end, on Septem- (Starbucks)

ber 2015, a number of 193 United Nations
(UN) member countries have adopted
Agenda 2030, an Action Plan based on 17
Sustainable Development Goals (SDGs).
Many of the current challenges which are
the basis of the problems affecting the
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human race and were inspiring the SDGs
have their origin in the agro-industrial and
nutrition systems. The testament of this is
the fact that the Food and Agriculture Or-
ganization of the United Nations (FAO) is
proposed as the ,custodian” of the UN
agency for 21 indicators and 7 goals and
as a contributing agency for four more.
The current challenges of the agro-in-
dustrial productive systems found their
most manifest expression in the paradox
given by the simultaneous presence of:
1.3 billion people who have problems ac-
cessing food, of which about 800 million
chronically undernourished (FAO, 2017);
1.5 billion people who are overweight or
obese (WHO, 2016); food waste squanders
about a third of world food production
(WRAP, 2015); serious problems of envi-
ronmental sustainability, ranging from the
reduction in soil fertility to water manage-
ment and greenhouse gas emissions.
The factors influencing this situation
include the agro-industrial development
models of the last 20 years. Since after the
Second World War, agriculture developed
focusing on increasing productivity, which
in turn was an expression of the intensi-
fication of the relationship between socio-
economic components. An example can
be the growing dependence of farming’s

40  FAIMA Business & Management Journal

upstream and downstream sectors on the
purchase of production factors and transfer
of products, respectively; another example
is the reduction of labor and of use of land
for farming, which has accompanied the
socio-economic development everywhere.
The increase of agricultural productivity has
undoubtedly served to meet the food re-
quirements of an ever-growing world pop-
ulation, ever more concentrated in cities
and ever less employed in agriculture.

However, there is no doubt that the
agro-industrial models that have been em-
ployed up to now to support the agricul-
tural development have not only deter-
mined a strong increase in productivity but
also, the deep alterations of agriculture’s
typical characteristics (Anderson, 1987,
Ruttan, 1984). In particular, agriculture has
been forced to comply to industrial logic,
simplifying its activities and production
techniques, which more and more often
pushed towards a single product and a
single way to farm it. It is no accident
that one of the main characteristics of the
agro-industrial models is that they are
founded, all over the world, on monocul-
tures, which in turn is characterized by
great uniformity, both of the factors used
and for the products obtained. Because of
this, agriculture has been forced to become
decontextualized from its environment and
to give up its main characteristics and needs,
i.e. to base its production results on a bal-
anced use of available resources, not on
exploitation (Vieri, 2012). Thus, it has be-
come unavoidable that where farming has
complied more strictly to the industrial con-
duct, it has also ended up as being more
subordinated to the objective of profit of the
sectors it submitted to and being less able
to grow its development on the basis of
its needs and characteristics (Vieri and
Calabro, 2014).



Although it has involved all the agricul-
tural activities, the industrialization phe-
nomenon has been particularly relevant
for livestock production, which has played
a key role in the current agro-food develop-
ment models. Notwithstanding this pattern
has long shown economic, environmental,
social and healthy limits (Rifkin and Whee-
lock, 1992, FAO, 2006, Nierenberg, 20006),
as both the agricultural development and
the possibility to feed the world’s popula-
tion continues to depend on the livestock
production.

As well known, the population growth,
the income growth, the urbanization and
changing the diets are seen as the main
drivers of increased demand for agricul-
tural production over the coming decades
(Grace, 2016). With reference to these driv-
ers, the forecast for 2050 envisages a growth
in: population, which is set to increase to
9.7 billion people (UN, 2015a), income-
level, especially in the Asian nations with
an incidence on Gross Domestic Product
(GDP) from 32% to 53% (The Economist,
2015) and urbanization level, that is ex-
pected to increase from the current 48%
to 66% (UN, 2015b).

According to the FAO, just satisfying
the expected food and feed demand will
require a substantial increase in the global
food production of 70% by 2050, involving
an additional quantity of nearly 1 billion
tons of cereals and 200 million tons of
meat (FAO, 2009). It follows that much of
the increase in cereals demand will be
for animal feed to support the growing
consumption of livestock products; con-
sequently, the principle stating that the
balance between human needs and natu-
ral resource requirements will depend, to
a significant extent, on what we do with
animal production is still pertinent (De
Haan et al., 1996).
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The consumption of animal products
is related to the level of economic devel-
opment and therefore to variables such
as pro-capita income and urbanization-
level which have a significant impact on
the patterns of food consumption. This is
a not linear link, and it is tending to sig-
nificantly weaken when the consumers
make their choices not only according to
their income but on the basis of the new
sensitivity and expectations that they gained
due to the socioeconomic development.
This is certainly the case of the developed
countries, where consumer behaviors refer
to the so-called ,satiety based society”
(Malassis, 1997). According to this pattern,
for the purpose of consumption, the im-
portance of income is reduced, while the
importance of the socioeconomic variables
is increased. This means that consumers
are more sensitive to the environmental,
ethical and healthy characteristics and con-
sequently, they are looking for products
able to meet their needs which are increas-
ingly conditioned by intangible require-
ments.
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As a result of these new consumers’ sen-
sitiveness and expectations, changes in the
governments’ activities were determined.
It is significant to emphasize the change
in the United Nations position, which in
1950 claimed that ,the intensification of
animal production was seen as a way of
providing food security”, while, fifty years
later, the UN considered as being unsus-
tainable the ,factory farming based on a
narrowly-defying use of land, relying on
mechanization, chemicals and other syn-
thetic inputs, controlled by a few multina-
tional interests” (United Nations, 2000).
Just as relevant, the International Agency
for Research on Cancer (IARC) of the World
Health Organization (WHO) has evaluated
the carcinogenicity of the consumption of
red meat and processed meat only in 2015,
after red meat consumption increased by
70% worldwide, by 55,6% in developed
countries and by 209,8% in developing
countries over the last fifty years. In par-
ticular, IARC has classified the consump-
tion of red meat as probably carcinogenic
to humans, while the processed meat
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was classified as carcinogenic to humans
(WHO-IARC, 2015).

That just shows how, although the con-
sumption of animal products is growing
in developing countries and in transitional
economies, after the experiences in devel-
oped countries, measures are necessary to
prevent known and not positive situations
and to encourage the adoption of more
sustainable behaviors than in the past.
Although the intensification of animal pro-
duction is not necessarily associated with
the industrialization process (Grace, 2016),
it is certain that much of the current live-
stock production has a high level of in-
dustrialization.

For example, the feed production is
highly dependent on transgenic raw ma-
terials (seeds and agrochemicals), namely
a form of strongly industrialized mono-
culture agriculture, dependent on multina-
tional producer companies. In fact, six mul-
tinational producer companies own the
totality of genetically engineered (GE) seed
market and 80% of the agrochemicals one.
This means that, on a global scale, a signif-
icant proportion of the agricultural pro-
duction and food is under their control.

To confirm the above-mentioned depen-
dence, we have to consider that:

— In the principal producer countries,
most livestock producers use corn
grain and soybean meal as energy
and/or protein source both for feed-
ing ruminant and monogastric ani-
mals;

— A percent of 99.6% of the genetically
modified crops (about 180 million
hectares) consists of soybean (51.2%),
corn (30.1%), cotton (13.4%) and ca-
nola (5.0%), whose products (oil seed
meals) are directly or indirectly used
in animal nutrition;



— The main producers and exporters of
soybean, oil seed meals, corn, cotton
and canola are mostly affected by the
presence of Genetically Modified Or-
ganism (GMO) and their adoption
level of GE cultivation is more than
90% (ISAAA, 2016);

— Over 70% of the world’s farm animals
are now factory farmed, including an
estimated 99% of US farm animals
(FAIRR, 2016, Anomaly, 2014).

As for the above, it seems evident the
central role that livestock production has
on the current agricultural productive sys-
tems; this role can be considered the re-
sult of a growing and, in all probability,
irreversible addiction of livestock supply
chain to productive factors provided by the
players operating in oligopolistic practice.

It is important to note that these critical
issues, although traceable to livestock pro-
duction, cannot be attributed to it only.
In fact, it is evident that what happens in
the livestock sector is a demonstration of
the limits showed by the current agro-in-
dustrial development patterns in economic,
environmental and food safety terms.

The Role of Livestock Production

The serious inefficiencies caused by the
distortions of current agro-food develop-
ment models have created issues such as
food waste and loss, unsustainable agri-
cultural practices and the inadequate food
systems’ capacity to sustainably supply nu-
tritious food to a growing population. It
follows that the incidence of livestock pro-
duction in relation to these problems can
be considered proportionate to the impor-
tance it has as part of global agro-indus-
trial systems.

In particular, the most relevant issues re-
gard food losses and wastes, sustainability

and food safety. Although the issue of waste
has been known for a long time, the at-
tempts to quantify it are very recent. In this
sense, the first and most significant attempt
has been that of the FAO in 2011, with the
publication of a global report (FAO, 2011),
followed by further studies to quantify the
economic and environmental impact of
food losses and waste.

According to FAO data, food waste and
losses amount to 1,295 million tonnes in
total, equal to about 30% of the global pro-
duction, and are thus divided: 32,0% in the
farming step; 46,3% in post-harvest; 21,7%
in the consumption step. The losses and
waste that occur in the various steps of the
food supply chains have an annual cost of
about 750 billion dollars, calculated on the
basis of the prices at the production of the
products. This method of calculation, as
highlighted by the FAO itself, leads to a
negative estimate of the real values, since
they tend to increase along the supply
chain and therefore cannot be calculated
using the price at production. However,
for retail prices — not prices at production
as considered by the FAO — the estimated
global cost (WRAP, 2015) is higher than
the one estimated by the FAO (750 billion
dollars) by at least 400 billion dollars a year.
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This is calculated on the estimated value
per tonne of food wasted: $2,500 for USA,
Canada and Europe, $1,000 for industri-
alized Asian countries and $550 dollars for
all other geographical areas.

Regarding the individual products types,
the largest losses and wastes in relation to
the producing quantity are to be found in
fruits and vegetables, tubers and roots and
cereals (WRI, 2013). As it is shown in ta-
ble 1, meat and milk sectors do not seem
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to have an important incidence in food
and wastes, both in terms of calories (7%
and 4%, respectively) and quantities pro-
duced (4% and 8%, respectively):

Table 1 — Share of global food loss and waste by commodity

Cereals 53% 19%
Roots and Tubers 14% 20%
Fruits and Vegetables 13% 44%
Oilseeds and Pulses 8% 3%
Meat 7% 4%
Milk 4% 8%
Fish and Seafood 1% 2%

(Source: WRI, 2013)

However, this doesn’t mean that these
losses are less relevant than that of other
products. We must consider, in fact, that,
at present, about 40% of the global agricul-
tural production is intended for animal feed
(Vieri and Calabro, 2014).

It follows that, for a proper evaluation
of milk and meat wastes and losses, consid-
eration should be given also for agricul-
tural products intended for livestock, be-
cause to be produced, lost or wasted food
products need land, water, capital, labor
and, more generally, power (FAO, 2013).

In particular, according to the FAO,
about 28% of the farming land is used for
crops which go lost. This in itself is criti-
cal enough but is made more so by the
fact that every year in the world, about
12 million hectares of land are lost due to
various phenomena of depletion (FAO,
2015a). It must be added that for the long
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time necessary to its formation and consid-
ering our life spans, the soil is to be con-
sidered a non-renewable resource. The loss
of soil is estimated to be at levels higher
than 30 times its sustainability rate (Pimen-
tel et al., 1993).

Similar considerations can be made con-
cerning the use of water. According to the
FAO’s data from its water information sys-
tem (AQUASTAT, 2016), agriculture is the
sector that uses the greatest quantity of
fresh water (69%), while 19% is used by in-
dustries and 12% by municipalities. In this
worrying scenario, the issue of resources
and waste bears heavily, since according
to the FAQ, it is estimated that about 9%
(250.000 m’) of water used in agriculture
is destined to crops whose products end
up lost or wasted.

As regards the capitals used in agricul-
tural and food production processes, an
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interesting element for synthesis can be
the power used to obtain agricultural prod-
ucts and food. As a whole, agrifood supply
chains absorb about 30% of world power,
of which 70% is used in the steps after
farming. It is estimated (FAO, 2012) that,
together, the losses and waste absorb about
38% of the total power used by agrifood
supply chains (equal to 11,4% of power
available at a global leveD).

With reference to the chemical sub-
stances used in the production process,
and therefore to the production factors
which, in the case of lost or wasted pro-
ductions, represent a useless release of
pollutants in the environment, it is to be
noted that both the use of pesticides and
of fertilizers has increased. Particularly,
from 1990 to 2014, the pesticides market
has gone from little less than 46 billion
dollars to over 55 billion dollars, and a fur-
ther increase is estimated to 2018 (+2,6%
a year) when it should reach 62 billion
dollars (Phillips McDougall, 2014).

The use of fertilizers has significantly in-
creased (FAO, 2015b). The use of the over-
all three macronutrients (nitrogen, phos-
phorous and potassium) has gone from
161,8 to 190,7 million tonnes from 1990
to 2014 (+19,1%), and a further increase
(+5,1%) is estimated until 2018 when it
should reach 200,5 million tonnes.

Resources and Sustainable Development

Besides the above-mentioned aspects,
the effect of the losses and wastes on the
sustainability of agrifood supply chains’
production processes must also be con-
sidered as regards the greenhouse gases
(GHG) emissions. The FAO estimates that
every year about 3,3 million tonnes of CO,
equivalent are produced due to losses and
waste, equalling a quantity of GHG lower
only to that released by China and the USA
(FAO, 2013).

In the light of the foregoing, we con-
sider that:

— About 19% of world wheat production,
about 60% of the major feed grains
(corn, sorghum, barley and oats) and
more than 90% of oil seeds meal are
intended for feed;

— About 37,0% of the caloric equiva-
lent of the world farming production
is used to produce feed. In terms of
calories, its conversion to animal based
products returns about 29,0%, but also
considering the loss and waste, nearly
60% of the caloric equivalent of the
products farmed for food is not con-
sumed by man (Smill, 2004);

— We need 43,000 liters of water to pro-
duce a kilogram of beef, while for 1
kilogram of soybeans only 2,000 liters
are needed and for 1 kilogram of po-
tatoes are used 630 liters (Pimentel
et al., 2004);

— Agriculture is responsible for about 20%
of global greenhouse gases emissions
(FAO, 2016), most of which are attrib-
utable to livestock activities (UNEP,
2012) that, globally, are responsible
for 14,5% of planet-warming emis-
sions (more than the emissions from
the entire transport sector);

— About 40% of the costs arising from
malnutrition are globally generated by
weight diseases (obesity) that account
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for 2% of global Gross Domestic
Product (GDP) and, in absence of
promptly concrete action, these costs
are likely to rapidly increase (Vieri
and Calabro, 2016);

— A significant proportion of agricultural
raw materials used for feed originates
from monocultures;

— Animal feeding strictly depends on GM
cultivations, i.e. inputs under the con-
trol of persons operating in oligopo-
listic conditions.

It can be concluded that a revision of
the current patterns of agricultural produc-
tion is necessary in order to pursue better
economic, environmental and social ob-
jectives.

A Possible Adjustment
lo the System

Recent studies (Ranganathan ez al., 2016)
showed how changes in food habits can
have a positive influence in reducing the
critical issues stated above. One model has
been proposed in particular. The model con-
tains different reducing scenarios regarding
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the three main variables reflecting food
consumption: the over consumption of
calories; the protein surplus due to over
consumption of animal-based food, and
the excessive consumption of meat. The
different scenarios were: the reduction of
calories in order to reduce obesity and
overweight; the consumption of fewer
animal proteins in favor of vegetable ones;
the increase in consumption of poultry,
pork and legumes instead of red meat.
On the basis of the obtained results by
applying different scenarios, the effects
included the possible better situation of
400 million to 2 billion people, as well as
the recovery of about 630 million hectares
currently invested in crops intended for
animal feed.

It is clear that these trends can con-
tribute to solving of reducing the main
critical issues of the current agro-industrial
systems. Eating less calories and animal
proteins may positively affect the prob-
lem of overweight and obesity, while the
reduction of crops intended for animal
feed and livestock can encourage the con-
version towards less intensive cultivations



and, as consequence, making a significant
contribution to a better management of
resources like soil and water, lowering
pollution level and reducing greenhouse
gas emissions.

The relation between changes in food
habits through a lower consumption of
meat, and policies to combat climate
changes has been also highlighted in other
recent studies who have demonstrated that
the current level of greenhouse gas emis-
sions can be cut by a third no later than
2050; the reduction could be as much as
63% if vegetarian diets spreads (Spring-
mann et al., 2016).

The Ministry of Health of the People’s
Republic of China has outlined a plan to
reduce the internal meat consumption by
50% by 2030 (The Guardian, 2016). The
measures are designed to improve public
health, but they could also provide a sig-
nificant cut to greenhouse gas emissions.
This decision is particularly relevant
because about 28% and 50% respectively
of the world’s meat and pork consump-
tion is concentrated in China. Moreover,
China is the country envisaged to become
the leading economy in the world (The
Economist, 2015) and the one in which
the greater increase in meat consumption
should happen no later than 2050. In this
respect, we need to consider that the ave-
rage meat consumption per person in China
was 13 kg for the year 1982 and 63 kg for
the year 2015, with the forecast growth to
93 kg no later than 2030.

The results of the above-mentioned
studies and the Chinese government’s pro-
posal, although worthy of attention, should
not lead to conclusions regarding the role
of livestock productions in the context of
agricultural activities. The incontestable crit-
icalities that characterize the agro-industrial
system at present are not only determined

Resources and Sustainable Development

by crops and livestock activities, but also by
the development model according to which
they have evolved over the last ten years.

The agriculture which is now predom-
inant is increasingly characterized by mo-
nocultures and factory farming and can
only give rise to unbalance because it loses
its particular feature of basing its produc-
tion result on a balanced use of available
resources, not on exploitation.

It follows that notwithstanding the need
to plan the agricultural development ac-
cording to the presumable demographic
evolutions, a more relevant issue would
be how available resources are used. This
implies that we must set up alternative de-
velopment systems, different from the ones
used until now. This is not primarily a prob-
lem of drastically reducing livestock farm-
ing, but ensuring that the model used is an
agricultural one, not industrial.

Conclusions

Since the end of the Second World War,
agriculture has been mainly developing
on the basis of industrial logics that, over
time, contributed to the altering of the tra-
ditional relationship between agriculture
and environment. The development of
forms of cultivation and farming based on
specialization and intensive methods of
production has contributed to social, eco-
nomic and environmental situations under-
lying the critical issues of current agro-in-
dustrial systems on a global level.

Current and further demographic growth
and economic development are pushing
for the increase of agricultural productivity
and high-priced food consumption diffe-
rentiation, especially for food of animal
origin. In this context and in this perspec-
tive, livestock farming weights a lot in pro-
duction clusters.
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This situation is no longer sustainable
for the future. In fact, the consequences of
the increase and specialization of livestock
farming have been: environmental prob-
lems (irresponsible use of soil, water, green-
house gas emissions etc.), the expansion
of monoculture for the production of raw
materials intended for animal feed; a great
dependency on the industry in upstream
and downstream agricultural phases; prob-
lems of obesity and overweight and incre-
ment of related illnesses.
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Recent studies have shown that a re-
thinking of current eating patterns, espe-
cially a reduction in meat consumption,
can help to reduce the above-mentioned
problems. In this regard, it is of particular
interest the plan for the reduction of meat
consumption introduced by the People’s
Republic of China. The long-term objec-
tive is not to abandon livestock farming,
but to help it regain its natural context: the
integration with agriculture, based on a re-
sponsible use of the available resources.



Anderson, K. (1987) On Why Agriculture Declines with Economic Growth. Agricultural
Economics. 1 (3). pp. 195-207.
Anomaly, J. (2014) What’s Wrong with Factory Farming? Public Health Ethics. pp. 1-9.
AQUASTAT (2017) FAO'’s Global Water Information System. [Online] Available from:
http//www.fao.org/nr/aquastat. [Accessed: 10 March, 2017].
De Haan, C., Steinfeld, H. and Blackburn, H. (1996) Livestock-Environment Interactions:
Issues and Options. European Commission — Directorate-General for Development,
Development Policy, Sustainable Development and Natural Resources.
FAIRR (2016) Factory Farming: Assessing Investment Risks. Report 2016. [Online]
Available from: http://www fairr.org/wpcontent/uploads/FAIRR_Report_Factory_Farm-
ing_Assessing_Investment_Risks.pdf. [Accessed: 10 March, 2017].
FAO (2006) Livestock — a Major Threat to the Environment: Remedies Urgently
Needed. [Online] Available from: http://www.fao.org/newsroom/en/news/2006/1000448/
index.html. [Accessed: 10 March, 2017].
FAO (2009) How to Feed the World. Rome: FAO.
FAO (2011) Global Food Losses and Food Waste — Extent, Cause and Prevention.
Rome: FAO.
FAO (2012) Energy-Smart Food at FAO: An Overview. Rome: FAO.
FAO (2013) Food Wastage Footprint: Impacts on Natural Resources: Summary Report.
Rome: FAO.
FAO (2015a) Agroecology to Reverse Soil Degradation and Achieve Food Security.
Rome: FAO.
FAO (2015b) World Fertilizer Trends and Outlook to 2018. Rome: FAO.
FAO (2016) The State of Food and Agriculture. Climate Change, Agriculture and
Food Security. Rome: FAO.
Grace, D. (2016) Sustainable Agricultural Development for Food Security and Nutri-
tion: What Roles for Livestock? A Report by the CFS High Level Panel of Experts on
Food Security and Nutrition. [Online] Available from: https://cgspace.cgiar.org/han-
dle/10568/76924. [Accessed: 10 March, 20171

Volume 5, Issue 3 — September 2017 49



Simone Vieri, Grazia Calabro

ISAAA (2016) Contribution of GM Technology to the Livestock Sector. Pocket K No. 11.
[Online] Available at: http://www.isaaa.org/resources/publications/pocketk/docu-
ment/Doc-Pocket%20K11.pdf. [Accessed 10 March, 2017].

Malassis, L. (1997) L'dge preé-agricole et I'dge agricole (In English: Pre-agricultural
Age and Agricultural Age). Paris: Cujas.

McDougall, P. (2014) Directions in Global Research for Crop Protection Products.
[Online] Available from: http://apvma.gov.au/sites/default/files/docs/matthew_phil-
lips_presentation_web_version.pdf. [Accessed: 10 March, 2017].

Nierenberg, D. (2006) Rethinking the Global Meat Industry. In Starke L. (ed.) State
of the World 2006: A Worldwatch Institute Report on Progress Toward a Sustainable
Society. New York: W.W. Norton & Company. pp. 24-40.

Pimentel, D., Berger, B., Filiberto, D., Newton, M., Wolfe, B., Karabinakis, E., Clark, S.,
Poon, E., Abbett, E., Nandagopal, S. (2004) Water Resources: Agricultural and Envi-
ronmental Issues. BioScience. 54 (10). pp. 909-918.

Pimentel, D., Allen J., Beers, A., Guinand, L., Hawkins, A., Linder, R., Stoner, K. (1993)
Soil Erosion and Agricultural productivity. World Soil Erosion and Conservation.
pp. 277-292.

Ranganathan, J. et al. (2016) Shifting Diets for a Sustainable Food Future. Working
Paper. Installment 11 of Creating a Sustainable Food Future. [Online] World Re-
sources Institute. Available from: http://www.worldresourcesreport.org. [Accessed:
10 March, 2017].

Rifkin, J. and Wheelock, V. (1992) Beyond Beef: The Rise and Fall of the Cattle Culture.
New York: Dutton.

Smill, V. (2004) Improving Efficiency and Reducing Waste in Our Food System. Jour-
nal of Integrated Environmental Sciences (1). pp. 17-26.

Springmann, M., Godfray, H., Rayner, M. and Scarborough, P. (2016) Analysis and Val-
uation of the Health and Climate Change Cobenefits of Dietary Change. PNAS 2016
113 (15). pp. 4146-4151.

Steinfeld, H., Haan, C. and Blackburn, H. (1996) Livestock-Environment Interactions.
Issues and Options. FAO, US Agency for International Development and the World
Bank, European Commission.

The Economist Intelligence Unit (2015) Long-term Macroeconomic Forecasts: Key
Trends to 2050. [Online] Available from: http://www.eiu.com/public/topical_re-
port.aspx?campaignid=ForecastingTo2050. [Accessed: 10 March, 2017].

The Guardian (2016) China’s plan to Cut Meat Consumption by 50% Cheered by
Climate Campaigners. The Guardian [Online] 20 June. Available from: https://www.the-
guardian.com/world/2016/jun/20/chinas-meat-consumption-climate-change.
[Accessed: 10 March, 2017].

UNEP (2012) Growing Greenhouse Gas Emissions Due to Meat Production. [Online]
Available from: http://www.unep.org/pdf/unep-geas_oct_2012.pdf. [Accessed: 10
March, 2017].

United Nations (2000) Multi-stakeholder Dialogue on Sustainable Agriculture, Eco-
nomic and Social Council. E/CN.17/2000/3/Add.3.

United Nations (2015a) World Population Prospects: The 2015 Revision. ESA/P/WP.241.

50  FAIMA Business & Management Journal



31.

32.

33.

34.

35.

36.

37.

38.

Resources and Sustainable Development

United Nations (2015b) World Urbanization Prospects: The 2014 Revision. ST/ESA/
SER.A/3060.

USDA (2017) World Agricultural Supply and Demand Estimates. WASDE 562. Feb-
ruary 9. [Online] Available from: https://www.usda.gov/oce/commodity/wasde/.
[Accessed: 10 March, 2017].

Vieri, S. (2012) Agricoltura. Settore Multifunzionale allo Sviluppo. (In English: Agri-
culture. Multifunctional Development Sector). Bologna: Edagricole-11Sole24Ore.
Vieri, S., Calabro, G. (2014) The impact of GMOs on the Evolution of Agribusiness
Systems. Calitatea Access to Success, 15(142), 101.

Vieri, S., Calabrd, G. (2016) The Impact of Health Claims on Food Production and
Eating Habits: An Analysis of the Evolution of Consumption in Italy. Calitatea— Access
la Success (In English: Quality: Access to Success). 17(154), p. 85.

Waste & Resources Action Programme (WRAP) (2015) Strategies to Achieve Economic
and Environmental Gains by Reducing Food Waste. London: Banbury.

WHO-IARC (2015) IARC Monographs Evaluate Consumption of Red Meat and Pro-
cessed Meat. Press Release 240. 26 October 2015. [Online] Available from: www.iarc.fr/
en/media-centre/pr/2015/pdfs/pr240_E.pdf. [Accessed: 10 March, 2017].

World Resources Institute (2013) Reducing Food Loss and Waste. [Online] Available
from: http://pdf.wri.org/reducing food_loss_and_waste.pdf. [Accessed: 10 March,
2017].

For better
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Omne of the important processes of an organization which is tightly connected and
interdependent with other organizational processes is the process of branding. There
are few researchers addressing the branding process. Starting from the analysis of a
company’s brand and using the modeling process, the authors propose an effective
model to improve the brand through strategic management. In the nowadays fierce
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the company’s brand and through a process of brand’s continuous improvement. The
authors propose in this paper a model of continuous improvement of the branding
process in an industrial organization. Based on the interaction with other organiza-
tional processes, the model shows the steps in developing such a process improvement
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Introduction

The industrial research and innovation
activity holds a significant share in the pri-
vate sector, being a key factor for export ac-
tivities. Major imbalances generated by the
economic and financial crisis that started
in 2008 have highlighted the importance
of a developed industry in supporting any
economy. Although studies have shown
that the European Union’s industry has
shown a real potential in responding to
difficulties arising from economic imba-
lances, the effects of the economic crisis
within the sector are still felt very acutely.
Thus, in the European Union after 2008 the
number of jobs was significantly reduced
(by more than 3 million), production and
productivity enrolling on a downward
trend.

Acquiring recognition and a good rep-
utation are key elements for an upward
trend. These objectives are part of a brand-
ing process that not only creates a positive
image and differentiates but also allows,
in time, the maintenance of a high-quality
standard. Brand and branding process — as
it will be defined in this paper may be-
come key factors, necessary for changes
that the industrial sector needs for its sta-
bility and sustainable development.

A study conducted in 2012 in order to
analyze the value of Romanian brands em-
phasized that there are no fully successful
national brands developed and admini-
strated by Romanian management. The
characteristics of the Romanian market are
highly different from those of the coun-
tries with a solid economic development,
i.e. the concepts of ,branding”, ,market
positioning” and ,business performance”
are redundant, as long as the single driver
towards business growth is the existence of
the product itself. Moreover, the branding

Organizational Process for Branding

process does not retrieve immediate results,
as the outcomes of an adequate strategy,
i.e. a branding program, which enables the
enterprises’ long-term stability and perform-
ance, can be identified and quantified only
throughout time.

American Marketing Association
(AMA) defines a brand as: ,name, term,
sign, symbol or a combination of these, in
order to identify the products or services
of a company or group of companies and
to differentiate them from the products or
services of the competition”.

The accepted definition of the American
Marketing Association does not make any
reference to the contribution of value or the
consumer’s awareness of the brand have
on its reputation on the market. AMA is re-
stricted to what can be generically called
,brand image elements”, i.e. those elements
which distinguish the products name, logo,
design, package (Keller, 2003).

The economic developments in recent
years and the financial crisis further
strengthens the idea that the most valu-
able asset of an organization is not its pro-
ducts, equipment, real estate values, but
its intangible assets. The most valuable of
these is the brand.
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The brand, in essence, has several func-
tions which are essential for the develop-
ment of an organization. The first is the
distinguishing function, marking the com-
pany’s distinctive elements. For customers,
brand simplifies choice, promises a certain
quality, reduce risks and generates trust
(Keller and Lehmann, 2003). The brand has
an important role in determining if the
marketing efforts such as advertising and
distribution are justified. This is possible
due to its construction which is based on
product and its attributes; this is why the
consumers’ perception of the brand reflects
the perception of the product.

Quoting Kotler and Pfoertsch (2011), we
can say that a brand is a promise; a brand
is the totality of perceptions about a pro-
duct, service or company; a brand holds
a distinctive position in the minds of cus-
tomers, based on previous experience and

expectations of future ventures; a brand is
a summary of attributes, benefits, beliefs
and values that differentiate, reduce com-
plexity and simplify the decision-making
process.

The Process ior Branding

The authors’ conception (Negoitd, Pur-
carea and Negoitd, 2012a) on the brand as
a generic concept consists of (Figure 1):
e Realizing the product/organization —

name, logo, slogan, packaging, font, col-

ors etc. Creating the visual identity.

e The brand itself — the consumer’s per-
ception, attitude, knowledge of the pro-
duct/organization.

e The brand equity — contributions to the
consumers’ awareness of the product
on the market and to the company’s fi-
nancial results.

Brand associations
from marketing activities

Knowledge of the brand

Consumer perception
of the brand

-

Tangible product's attributes

Intangible product's
attributes

_.~"| Brand Equity

Figure 1 — Representation of a brand — brand components

Kotler and Pfoertsch (2011) show in
their model the relevant processes that lead
to the construction of a brand reference:
,brand building begins with understanding
key product attributes and understanding
and anticipating customer needs” (Figure 2).
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The meaning of activities:

Brand planning involves creating a
climate in the organization’s management
to develop a brand strategy, i.e. develop-
ment of a branding program.



Analysis based on the brand market re-
search — customer and competition analy-
sis — but includes a process of self-analysis.

Brand strategy based on core brand
values and its associations is described

Brand Brand Brand
Strategie

Planning analisys

Organizational Process for Branding

by Kotler as ,the arrangement and order-
ing number and nature of common and
distinctive brand elements that a compa-
ny applies everywhere in the organiza-
tion”.

Brand Brand
Building Audit

Figure 2 — The brand realization process
(Source: Kotler and Pfoertsch, 2011)

Brand building is a continuous pro-
cess and refers to the design of the logo,
slogan and all the elements which consti-
tute the product’s brand.

Brand audit is the process of iden-
tifying the strengths and the weaknesses
of a brand. It results in the determination
of the brand’s scorecard, which measures
its performance in relation to customer
preferences.

The strategic brand management pro-
cess developed by Keller (2007) involves
four development stages (Figure 3):

e Identifying and establishing brand po-
sition and values;

e Planning and implementation of mar-
keting programs;

e Measuring and interpreting brand per-
formance;

* Increasing and sustaining brand equity:
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Identify and Estabilish Brand
Positioning and Value

Plan and Implement Brand

Marketing Programs

Measure and Interpret Brand
Performance

Grow and Sustain Brand
Equity

Figure 3 — The strategic brand management process
(Source: Keller, 2007)

The Development
of a New Branding Process

The idea that the successful achieve-
ment of the brand is limited to only cre-
ating its constituents is superficial and
lacks vision. A brand is much more; the
elimination of phases not only shortens
the life expectancy of a brand but could
also lead to losses for the company.
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The brand building processes and the
brand strategic management process are
fundamental processes in the activity of any
organization. These two processes are
closely linked, and therefore we present
them as one — the branding process, which
constantly recreates the brand and aligns
it with the external and internal conditions.
In order to be performant, a brand must



continuously adapt to the realities of the
organization’s external and internal envi-
ronment, consumer needs and financial
realities.

Based on the literature review and on
our experience with Romanian brands, the

Action 1 - Brand realization process

Organizational Process for Branding

branding process model is presented in,
integrating two independent processes:
the process of brand realization and the
strategic management of the brand (Fi-
gure 4):

Action 2 — Brand strategic management

Figure 4 — Branding process

The authors considered that the imple-
mentation of the brand is based on both
the art and science of the designer, going
far beyond the creation of logo types, slo-

gans etc., and includes a process that has
the power to influence the consumer per-
ception and attitudes towards the product
or company (Figure 5):

Brand realization process

Step 1 Step 4
Step 5
Consumer Testbrand
analysis "? elements >f Communication >

Figure 5 — Brand Realization Process

Step 1 — Analysis of the consumer be-
havior related to the product for which
the brand must be built. The objectives of
this stage are understanding the needs and
expectations of the consumers and their
mode of action. In practice, this means
building a ,portrait” of the target consum-
er and building the ,bulls eyes target” —

describing a day of the target’s life. It im-
plies penetrating the mind of the consum-
ers, trying to determine the reality that they
perceive.

Step 2 — Determination of the associations
for the product features and those combi-
nations that allow the connection between
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the company values to the product’s added
value and consumers’ values. Because at-
titude is learned, not instinctive, the role
of this step is to guide consumers toward
a favorable attitude to the product.

Step 3 — Construction of brand elements:
name, logo, USP (Unique Selling Propo-
sition) = slogan, packaging, font, colors.
All these are created based on the target
customer profile and suggested pairings.

Step 4 — Testing the brand items. In this
stage of the analysis, the new brand that
will be launched on the market is present-
ed to the ideal consumer. Focus group is
the most common and the most effective
method for testing such a ,product”.

Step 5 — Construction of the consumer’s
perception. This stage is characterized by
a focused action which integrates mar-

keting communication in order to trans-
mit to the consumer the brand elements
and its associations.

The strategic brand management pro-
cess is a holistic process across the entire
organization. For an organization to be
successful for a long period of time, it is
necessary to continuously identify oppor-
tunities for value — value exploration, to
promise new proposals embodied in va-
lue — value creation, and not the least to
send offers for value — value transmission.

Thus, the strategic brand management
process becomes a process that can pro-
vide the long-term competitive advantage
of the organization by creating brand equi-
ty that brings lasting value to the brand-
ing triangle: client, company, employees
(Kotler and Pfoertsch, 2011), as shown in
Figure 6:

Brand strategic management

Implementation Control

Association

Knowledge

Differentiation

Loyalty

Figure 6 — Strategic Brand Management Process

An organization that treats its brands as
strategic devices must conduct a compre-
hensive review process of marketing and
brand planning to succeed in its efforts
to support the continuous development
of its brands.

The continuous improvement of the
strategic brand management process is a
long process, which is strongly correlated
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with the development strategy of the or-
ganization and involves the whole com-
pany (Negoitd, Purcdrea and Negoitd,
2012b). The brand planning activity within
the strategic brand management process
is an essential step in this process, one that
managers often neglect. The brand plan-
ning should provide the whole picture of
what the brand currently is, what it can



become and where can it get following a
proper development plan.

The Continuous Improvement
of the Branding Process

The importance of the brand equity as
an intangible asset implies the continuous
improvement of the branding process.
Therefore, the authors have developed a
complex model which aims to support in-
dustrial organizations during their efforts
related to brand management. As the cur-
rent model comprises the required steps
for developing such a process, it can be
used by managers as a guide for attaining
and maintaining a competitive advantage.
In this regard, for developing an effective
model for branding process improvement
within an industrial organization with a
specific orientation towards strategic man-
agement, it is mandatory to permanently
assess the brand equity.

A crucial characteristic which the enter-
prise should take into consideration when
analyzing the brand is its dynamic prop-
erty, i.e. a brand evolves based on the in-
ternal and external factors; hence the ratio
between the brand’s strategic management
process and the other processes in the or-
ganization also presents a dynamic behav-
ior. When considering the strategic man-
agement process, its particularities should
be clearly emphasized, as the brand’s stra-
tegic management cannot be regarded as
a sequential flow of activities only, having
specific inputs and outputs based on stan-
dards.

However, the holistic view of the pro-
cess remains a very important approach
when analyzing the variations recorded by
the organization’s processes. These fluc-
tuations determine significant changes not
only in the product’s attributes but also

Organizational Process for Branding

in the perception regarding the company,

hence generating an immediate impact with

long-term consequences for the brand.

The continuous measurement of brand
equity can be regarded as a method to con-
tinuously improve the business processes,
which according to Negoita et al. (2012a)
should be conducted on a constant basis
in order to:

e Identify the proper manner for the brand
to meet client’s requirements;

e Identify the brand evolution against com-
petition;

e Identify the brand’s weaknesses before
they materialize;

* Identify the opportunities related to the
brand in order to enhance the added
value.

Therefore, undertaking a thorough and
constant analysis and measurement pro-
gram regarding the market conditions, cli-
ents’ expectations and perception and fi-
nancial results is mandatory for the organ-
ization, as it has a crucial role during the
enterprise’s endeavors to fulfill its objec-
tives.

The criteria to be met by the metrics are
the following (Salinas and Ambler, 2009):
e The metrics should be easy to use — time

economyj;
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e The metrics should quantify actions
which can be adjusted — they should
measure a business decision;

e The metrics should measure repetitively
an activity — in order to obtain results
regarding the activity’s evolution;

e The metrics should retrieve quantifiable
results — in order to apply the bench-
marking process, hence to compare the
enterprises’ results with the competition
or the proposed objectives.

The problem that most enterprises are
confronting during this analysis is the mis-
correlation of causal relationships between
brand perception, brand performance, and
financial results. A thorough understanding

of the key factors of the demand, as well
as identifying the proper moment when
the consumer-brand interaction triggers the
consumer’s impulse to choose the brand
over the competition, are some key ele-
ments for achieving the brand’s future suc-
cess. Understanding this aforementioned
causal relationship between perception,
performance and impact generates the in-
formation and knowledge regarding the
key activities which create value for the
brand.

Munoz and Kumar (2004) have divided
the metrics into three categories, as de-
scribed in Table 1:

Table 1 — Metrics used in brand quantification

Metrics for brand
perception

Metrics for brand
performance

Metrics for financial
performance

Familiarity o
Knowledge Azg;';:;:: L Value development
consideration

- e — Consumer's
Standing out | Distinction | Acquisition salisaction Market share
Brand !
NATSBES Relevance Influence Retention Profit
T . Win on the .
Credibility Trial b Operational cash flow
Repeating Share :
Pleasure acquisition oFwidind Marketing budget share
Total values
Perceived of
uality Preference | consumer's Brand value
g acquisition
Shoppi Premi M
opping remium e .
et srioe ROl Annalists’ evaluation
Resemblance Reference
Cost saving

(Source: Munoz and Kumar, 2004)
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Therefore, during this process it is not
enough to identify and plan communica-
tion tasks, but also operational, financial
and strategic activities as follows:

e Connect the brand’s metrics with the
business strategy;

 Identify the strategic objectives which
can be influenced by the brand,;

e Determine the main processes which
are influenced by the brand;

The indicators which are subject to per-
manent analysis are divided into three cat-
egories, each of them reflecting a specific
characteristic of the efficiency of the brand’s
strategy: Consumer, Market and Financial:

a. The indicators used for studying
the consumers have been selected in
order to retrieve a complex overview of
their perception, behavior and degree of
knowledge. Hence, for describing the per-
ception, the following indicators were used:

* Notoriety — the share of existing or po-
tential clients which were able to rec-

ognize the brand or an element of the
brand;

e Attitude — the evaluation of the clients’
attitude, i.e. the attitude of existing or po-
tential clients against a particular brand;

e Perceived quality — the evaluation of
the clients’ attitude against the brand’s
quality.

Regarding the consumer’s bebavior to-
wards the brand, the following indicators
were taken into consideration:

e Brand penetration — the ratio between
the clients who have purchased the
brand at least once and the total num-
ber of clients within a particular market
segment;

e The number of clients — the number of

clients who have purchased the brand
during a specific timeframe;

Organizational Process for Branding
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e Recent expenditure — the recorded time
frame between two acquisitions of the
brand by the same consumer;

e The rate of attracting new clients — the
ratio between the number of newly
attracted clients and the existing clients
in a particular timeframe.

The degree of knowledge is quantified
based on AAU index (Awareness Attitude
and Usage).

b. The indicators for the market
analysis were identified in such a man-
ner to allow for the continuous analysis
and for the depiction of a complete and
complex overview of the case. These met-
rics are structured in four categories: Distri-
bution, Competition, Volume, Price. There-
fore, distribution metrics include:

e Numeric distribution — number of stores
in which the brand is distributed,

o The quality of distribution — the quality
of distribution channels regarding a par-
ticular brand;

The equity brand index — allows for a
proper quantification of the brand’s posi-
tion on the market against current compe-
tition.
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The market volume index is defined by:

e The market’s total volume — the total
units sold by each active brand on the
market;

e Volumetric market share— the ratio be-
tween the total volume of units sold by
the brand and the total volume of the
market.

e The total quantity of sales of a brand.
The price evolution of a particular brand
(Krasnikov A., Mishra S. and Orozco D.,
2009) is quantified based on the relative
average price, i.e. the ratio between the
average price of a brand and the average
price of all existing brands on the market.

Conclusions

In organizations which use a process
approach, branding has become a holistic
process which influences other processes
and can be an important determinant of
the success or failure of an organization.

S

FAIMA Business & Management Journal

The economic development and globali-
zation have increased the value that brands
bring to companies. The brand has be-
come an intangible asset of the company
that far exceeds the value of tangible as-
sets. Brands are traded, and often brands
are those that establish the price of a com-
pany. For a long time, the brands of indus-
trial organizations have been regarded as
insignificant. Experience has shown that
large companies’ brands, operating both
in B2B and B2C markets gain an increas-
ingly important role in creating long-term
competitive advantage.

The conclusion is that branding is a pro-
cess that touches all the important proces-
ses of the organization, being an essential
element of progress.

The proposed model of the branding
process allows a more accurate understand-
ing of the activities underlying this it, having
implications both inside the company and
on the market in which it operates.
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« Intoday’s business environment, sustainability is a trend which can allow companies

to implicate social, economic and environmental pillars to the strategy and management
“of the compamny. In order to measure the performance of logistics, we need to take into

consideration and determine the interrelationships between all the strategy pillars.

A Multiproduct pipeline system ensures efficient and effective transport of large volumes
of oil or raw materials from refineries to central warehouses and barges. In the pipe

starting from the MILP linear programming (with one or more variables modeled), Petri
networks, Monte Carlo simulations, neural models, Balanced Scorecard, Triangular
Fuzzy Numbers in combination with Program Evaluation and Review Technique (PERT),
FUZZY PERT algorithm and Analytic Network Process (ANP). The purpose of this analysis
is to identify the optimal and effective models for planning and programming decisions
in the supply chain, so that the final customer demand be satisfied at the highest level,
in real time and at a lower cost. Moreover, the studied performance indicators/methods
are fundamental managerial tools for decision-making in any type of organization.

Keywords: Petroleum distribution, Mixed-
integer linear program (MILP),
Multimode transportation,
Multiproduct pipeline,

Multi-pipeline system LAf your business
is not a brand,

Introduction it is a commodity.”

The oil industry has one of the most
complex, advanced, modern supply chains
in the world. It is vertically integrated, cov-
ering activities from exploration to product
transformation in refineries and product
distribution within a large logistic network.

Donald Trump

* (orrespondence to Bianca Guliman: bianca.guliman@gmail.com



It includes production, transportation, trans-
formation into several refined products, and
distribution to consumer markets. Planning
the transfer of products from industrial
units — refineries, to the central warehouse
is one of the most important responsibility,
but sometimes this task can be very chal-
lenging. In the petroleum industry, products
are transferred by different means (trucks,
trains, barges, pipelines). The detailed anal-
ysis proved that the use of pipelines is the
most affordable and has a smaller impact
on the environment and traffic when com-
pared to other methods. Furthermore, a
high proportion of petroleum products is
typically transported by pipelines from
refineries, before being delivered to cus-
tomers by trucks.

The pipelines systems play an impor-
tant role in this industry. Even though the
initial capital investment required to setup
these transportation systems is high, the
operating costs are very low compared
to other transportation modes such as rail
and highway. Additionally, the final price
of the product is directly related to its trans-
portation cost, so the optimization of the

Modern Logistics Methods

transportation process is one of the most
important elements in this industry. This
paper is proposing the presentation of the
classic and modern models used for the
optimization of the oil supply chain.

(lassic Models Used by 0il Industry

The research in oil transportation lite-
rature identifies various problems under
several settings and assumptions. The sim-
plest pipeline has one source, one destina-
tion, and one type of product to be deliv-
ered, e.g. the pipelines used in the trans-
portation of crude oil from coastal ports to
inland refineries. Furthermore, at the next
level of complexity, the pipeline could have
multiple destinations; and a more realistic
pipeline would also handle multiple petro-
leum products treated in refineries, such as
kerosene, naphtha, and gas oil (Sasikumar
etal., 1997). The oil industry is divided into
three major sectors: the upstream, the mid-
stream and the downstream. Each of these
sectors takes into considerations the opti-
mization of the supply chain in order to
achieve two of the most important goals:
customer retention and cost reduction.
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For the upstream section, around the
year 1962, it was developed a multi-period
linear programming model for oil well pro-
duction. The decision variables included
the production rates for oil wells, the num-
ber of wells drilled, the number of rigs pur-
chased, and the number of rigs in operation
(Aronofsky and Williams, 1962). Later in
2002, another study analyzed a mixed inte-
ger optimization formulation for the good
allocation/operation of integrated oil/gas
production systems (Kosmidis et al., 2002).
During the year 1998, it was developed a
multi-period mixed integer linear program-
ming (MILP) for planning and scheduling
the infrastructure and operations in offshore
oil fields’ facilities (Iyer et al., 1998).

Crude oil transportation is also a vast
domain for study. Mas and Pinto (2003)
presented the oil scheduling in a distribu-
tion complex composed of marine termi-
nals, storage tanks and pipelines with an
MILP model. In addition, Chryssolouris et
al. (2005) modeled the material flow of
crude oil from port to refinery tanks and
distillation units.

For the midstream sector, substantial
work in the literature has been allocated to
the decisions related to the processes in-
side the refinery such as refinery produc-
tion planning and scheduling. Decisions
related to the supply of process units, pro-
duction, and refinery optimization have
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been mentioned in several studies. For
example, Lee er al. (1996) focused on the
scheduling of crude oil supply on the short
term for a single refinery. Pinto et al. (2000)
modeled the production scheduling for
several specific areas in a refinery such as
fuel oil, crude oil, LPG and asphalt. Pinto
and Moro (2000) focused on production
planning in a refinery. Another study (Pon-
nambalam et al., 1992) solved a multi-peri-
od planning model in the oil refinery in-
dustry.

For the downstream sector, at the stra-
tegic level, the literature presents a lot of
modeling and scheduling programs. The
main goal of these studies was to design
the oil supply network and determine the
material flow. The mathematical programs
apply to the distribution of products, opti-
mization of the transport of products from
the refinery to the final client, and some-
times consider the storage and blending
(Fiorencio et al., 2014). Sear (1993) pub-
lished the first study which analyzed the
supply chain management and logistics in
the downstream supply chain. The author
created a linear programming model that
involved crude oil purchasing, transpor-
tation to the depots and final clients, by
considering different costs at each stage.
For the downstream level, there were de-
signed models which studied a mixed-in-
teger programming model in order to min-
imize cost in the strategic planning of a
multi refinery network and to develop a
methodology for integrating production and
capacity expansion using different feed-
stock. Ross (2000) created a profit maxi-
mizing supply network model in the down-
stream oil supply chain by focusing on per-
formance planning through resource allo-
cation. Kim et al. (2008) created a model
that combined a network design model and
a production planning model for multi-site



refineries in order to demonstrate that using
in refineries a model which integrates stra-
tegic and tactical decisions can be more
profitable compared to using separate mo-
dels. Later, Fernandes et al. (2013) de-
scribed a profit maximizing MILP model
for strategic planning of downstream pe-
troleum supply chain. This model consid-
ered depot locations, transport modes and
resource capacities and network affecta-
tions and excludes inventories, imports and
exports. One year later, in 2014, the authors
upgraded their work with a dynamic MILP
which presented a collaborative design and
tactical planning with multi-stage inven-
tories while maximizing profit (Fernandes
et al., 2014).

The oil industry downstream sector was
analyzed also from the point of view of
the operational and tactical planning of the
supply chain. There are several studies in
literature. One of these studies (Escudero
et al. 1999) developed a two-stage model
for the supply and distribution scheduling
of a multi-operator, multi-product petro-
leum supply chain by taking into consid-
eration demand, supply cost and selling
prices. Another similar study (Rejowski and
Pinto, 2003) analyzed the discrete MILP
models of oil products distribution from
one refinery to several distribution centers
via pipelines. Neiro and Pinto (2004) sug-
gested a mixed-integer linear program
(MILP) as a general modeling framework
for petroleum supply chain, which included
operational planning of refineries, storage,
and transportation of petroleum products.

Selecting the appropriate mode of trans-
portation for the oil industry is a strategic
decision. Furthermore, the supply chain
network design with multimode transpor-
tation has become the focus of research
attention during the last years. Sadjady and
Davoudpour (2012) studied a MIP model

Modern Logistics Methods

which included the location and the ca-
pacity of the facilities and determined the
choice of transportation modes. Olivares-
Benitez et al. (2013) studied the problem
of incorporating the selection of transpor-
tation channels that produced a cost-time
tradeoff. Li (2013) mentioned that only a
few recent studies have tried to integrate
inventory management and transportation
mode choices into logistics network design.
Li proposed a logistics network design
framework that integrates location selec-
tion and operational strategies of expe-
dited transportation decisions involving
nonlinearity. Kazemi and Szmerekovsky
(2015) proposed a model that is based on
a strategic MILP model which minimizes
the entire Petroleum Supply Chain (PSC)
cost by optimizing the location of distribu-
tion centers and the allocation of petro-
leum products from refineries to Central
Depots (DC) and to the demand nodes.
The classic models of Petroleum Supply
Chain (PSC) are based on product mixed
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integer linear programming and on mul-
ti-echelon, multi-product mixed integer
linear programming (MILP), models that
allow strategic and tactical planning of the
petroleum supply chain.

Modern Models Used
by the 0il Industry

Nowadays, the main goal of the oil com-
panies is to satisfy the client demand as
quickly as possible with a reduced cost.
Taking into consideration that almost 55%
of the final fuel price is allocated to the
supply chain, the oil companies need to
find solutions to optimize these costs. Due
to these requests, the concept of neural net-
works appeared, based on the biological
structure of the nervous system.

The concept of neural networks emerged
relatively recently in the literature. The
studies in the field indicate the usage of
the neural network concept in the follow-
ing circumstances:

e forecasting and shaping traffic/distribu-
tion of networks/supply chain;

e forecasting the volume fractions of the
three-phase flows (Salgado et al., 2009);

e flow forecasting fuel tank (Ali Ahmadi
et al., 2013);

e forecasting density fluids (Khorsandi et
al., 2013).

In today’s society, a case worthy of anal-
ysis is the one related to the forecasting and
traffic shaping/distribution networks/chain.
Thus, the research in this area advanced
the following question: ,How can a net-
work operating in a changing environment
be effectively managed so that it results in
high-quality services?”. This concern called
for the development of an efficient, effec-
tive and realistic forecasting traffic model
of a network/supply chain, taking into con-
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sideration the varied and volatile purchasing
behavior of the customers.

The neural network is a model com-
posed of a large number of connected ar-
tificial neurons. Each neuron represents a
kind of established output function, namely
the excitation function. The artificial neural
network is an adaptive system which con-
sists of interconnected artificial neurons.
Those neurons connect in different ways
to generate the best description for the de-
sired relationship. The process to find the
best network is called the training process
where the artificial neurons are weighted
mathematically to improve the represen-
tation of the problem studied by the net-
work. This model can easily be applied to
the oil supply chain also, due to the fact
that it can render the essential reference for
bandwidth allocation, network traffic con-
trol, routing control and also error control
in network management. In addition, arti-
ficial neural networks are being used in a
large number of reservoir engineering ap-
plications, such as performance optimiza-
tion, reservoir characterization, field devel-
opment applications, well stimulation, for-
mation evaluation and pressure transient
analysis (Srinivasan, Ertekin, 2008).




The Monte Carlo Simulation (Chia et al.,
2009) is another method used by the oil
industry supply chain in order to predict
the traffic of a network. Its core idea is to
use random samples of parameters or in-
puts to explore the behavior of a complex
system or process. The Monte Carlo simu-
lation calculates the projected reliability.
Following are the steps required to per-
form the simulation:

e Step 1: Determine the project target;
e Step 2: Determine the number of itera-

tions, for example, 10.000 iterations (n).

It means we need to prepare 10.000 ran-

dom numbers for each random variable

to simulate the experiment 10.000 times.

The number of iterations should be set

based on the length of confidence inter-

val required. However, if the simulation
doesn’t require a long time to run, it is

better to set the iteration at a large a-

mount (1000, 5000 or 10.000);

e Step 3: Prepare the simulation model.

Run the simulation and collect the sim-

ulation outcomes. Consider the poten-
tial change on critical path, since the
duration is uncertain;

» Step 4: Collect the statistics for each ite-
ration;
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» Step 5: Calculate the projected reliabil-
ity (Pr) as follow:
N A
Pr = 2iz1 40 (D
n

The oil and gas industry invests signif-
icant money and other resources in proj-
ects with highly uncertain outcomes. This
industry drills complex wells and builds
gas plants, refineries, platforms and pipe-
lines where costly problems can occur and
where associated revenues might be disap-
pointing. Assessing the outcomes, assign-
ing probabilities of occurrence and asso-
ciated values, is how the oil industry ana-
lyzes and manages risks. Any description of
the Monte Carlo analysis must devote some
time to the underpinnings of statistics and
probability. The Monte Carlo simulation and
decision trees are defined and illustrated,
compared and contrasted. The Monte Carlo
models do not result in a recommended
course of action; rather, they make esti-
mates, providing ranges, rather than single
values, like deterministic models. Their
scope is broad, ranging from simple esti-
mates of oil and/or gas reserves with vol-
umetric formulas to full-scale field devel-
opment. These models and the subsequent
analysis and presentation show the wide
range of possible outcomes and the prob-
ability of each.

Moreover, a well-defined lean supply
chain measurement system increases the
chance for success because it enables man-
agers to see areas where supply chain per-
formance can be improved, so they can
focus their attention and obtain higher per-
formance levels. For many organizations,
it became clear that evaluating their per-
formance is fundamental in order to achieve
an efficient and effective Supply Chain (SO).
The challenge is to implement new man-
agement tools so that available resources
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are thoroughly utilized in the production
of quality products and services, which in
turn enhance organizational competitive-
ness. In order to implement new manage-
ment tools, it is necessary to develop a stra-
tegic plan that incorporates more realistic
goals and initiatives for achieving the out-
lined goals (Chia et al., 2009).

The Balanced Scorecard (BSC) is anoth-
er method used to obtain a formalized
mechanism that will achieve the balance
between the financial and nonfinancial re-
sults on the short and long term (Brewer
and Speh, 2000) and is also a mean to
evaluate the performance of organization
through four traditional perspectives: finan-
cial, internal business process, customers
and learning and growth (Chia et al., 2009).
After the identification process, the BSC
is applied to these metrics with the inten-
tion of evaluating the performance.

The Balanced Scorecard is a manage-
ment system that provides a ground for
businesses to clarify their vision and stra-
tegic plans and convert them into action.
It provides sufficient feedback about both
internal processes and external business
outcomes to modify the strategic perform-
ances. It turns strategic planning, which is
considered an academic exercise, into the
(nerve) center of an enterprise (Kaplan and
Norton, 1996).

The Analytic Network Process (ANP)
enables the aggregation of different indi-
vidual opinions obtained from several ex-
perts as a result of the group decision-
making approach. This is an advantage
for the ANP, since group decision making
may prevent the possibility of a bias, pos-
sibly introduced by a single decision maker
(Horenbeek and Pintelon, 2014). Conse-
quently, the ANP method can be used to
evaluate and prioritize the logistics perform-
ance indicators following three steps:
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* Building the network: determination of
the components (clusters), elements (cri-
teria) and sub-criteria (if there are any);

» Pairwise comparisons and consistency:
to form an influence matrix in order to
determine the possible influence, as well
as the strengths of influences among the
elements of the network;

e Constructing supermatrices.

In order to maintain competitiveness,
the supply chain system must shorten the
operation time for each member, so it can
quickly respond to the requirements of the
customers. In the same time, it is known
that the operation time for each member
in the supply chain is often uncertain.
Therefore, the literature presents another
method to evaluate the performance by an-
alyzing the efficiency of the chosen path —



Triangular Fuzzy Numbers in combination
with Program Evaluation and Review Tech-
nique (PERT). This model is used to de-
scribe the uncertain variables and present
an order fulfillment analysis model of a
supply chain system in an uncertain envi-
ronment.

PERT is the most widely used manage-
ment technique for planning and coordi-
nating large scale projects (Cheng and
Chang, 2001). Using the PERT method, we
can obtain information related to (Steven-
son, 2002):

» A graphical display of the project activi-
ties;

* An estimate of the time period of the
project;

* An indication of which activities are the
most critical for the timely project com-
pletion;

Modern Logistics Methods

* An indication of how long any activity
can be delayed without delaying the
project.

PERT is used for computing the order
completion time and forecasting the or-
der fulfillment ability in the supply chain.
By using the FUZZY PERT algorithm, we
can identify the critical path of the supply
chain quickly and efficiently.

Conclusion

The aim of this article was to identify
and analyze the methods that can be used
to evaluate the performance of logistics in
the oil industry — both the classic methods
and the modern ones. The methods were
identified based on a structured content
analysis of 90 articles published in 3 data-
bases. The results of the research demon-
strated that 35% of the peer-reviewed ar-
ticles that were studied used the classic
methods for the technical optimization.
Other 50% of the peer-reviewed papers
emphasized that for the performance eval-
uation, the use of modern methods is more
efficient. These methods generally refer to
forecasting and scheduling resources with
uncertain outcomes. The last 15% of the
peer-reviewed articles concluded that the
evaluation of the performance of logistics
in the oil industry should be done by using
both types of methods, classic and modern,
in order to remain the customers’ first
choice and to be innovative in a highly
uncertain environment. The goal of both
classic and modern models is the effective
resource allocation plans and scheduling
plans with highly uncertain outcomes. In
order to optimize the oil industry’s supply
chain, for the further analyses, the authors
will consider the combination of a classical
and a modern model of planning and fore-
casting the resources.
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Achieving and Improving
Job Periormance
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Omega Management Services, Bucharest, Romania

"g; article analyzes the idea that work performance is a very important concept,
£ both Jfor employees and for the employers. Job performance is related to the manage-
£ ment field, to motivation, buman resources management, and business success or
' (}f Sfailure. Work performance influences and is also influenced by work satisfaction
~ and by many other factors. If managers are aware of this factors, they can avoid
' _d%satzsfactzon, lack of cooperation and negativism of their employees. Managers
st evaluate their employees to know what their complaints and their needs are
 and to improve the working process in order to find out the factors that affect job
performance. The business environment influences the job performance. A pleasant
working environment with understanding and cooperation, where responsibilities,
duties and tasks are clearly stated, where ideas, work experiences and knowledge
are shared, will lead to a good job performance.

-~

Keywords: job performance, work satisfaction, motivation, work productivity,
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Introduction

Job performance is a part of human re-
sources management which assesses wheth-
er an employee performs a job well. Per- ; against tough
formance is an important criterion for or- competition all my life.
ganizational outcomes and success. Per- I wouldn’t know how
formance management is an important hu-
man resources management process that
provides the basis for improving and devel-
oping performance, being part of the re-
ward system in its most general sense.

The overall objective of performance
management is to develop the capacity of
people to meet and exceed expectations
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and to achieve their full potential to the
benefit of themselves and of the organiza-
tion. Performance management provides
the basis for self-development, but most
importantly, it is also about ensuring that
the support and guidance that people need
to develop and improve is readily available.

The inputs of the performance manage-
ment process are knowledge, skills and be-
haviors required to produce the expected
results. Development needs are identified
by defining these requirements and assess-
ing the extent to which the expected levels
of performance have been achieved through
the effective use of knowledge and skills
and through appropriate behavior that up-
holds core values.

Performance management is not just a
top-down process in which managers set
objectives and build performance improve-
ment plans for their subordinates and the
company. Performance management is not
something that is done to people; it should
be something that is done for the people
and in partnership with them (Armstrong,
2009).

Performance management is a contin-
uous and flexible process. It is based on the
principle of management by contract and
agreement, rather than management by
command. It relies on consensus and co-
operation, rather than control or coercion.

Performance management focuses on
the future performance planning and im-
provement and personal development, ra-
ther than on retrospective performance ap-
praisal. It functions as a continuous and
evolutionary process in which performance
improves over time. It provides the basis
for regular and frequent dialogues about
performance and development needs be-
tween managers and individuals, based on
feedback and self-assessment. It is mainly
concerned with individual performance,
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but it can also be applied to teams. The em-
phasis is on development, although per-
formance management is an important part
of the reward system through the provision
of feedback and recognition and the iden-
tification of opportunities for growth. It may
be associated with performance or contri-
bution-related pay, but its developmental
aspects are much more important (Arm-
strong, 2009).

Performance management is defined as
a process for establishing a shared under-
standing of what is to be achieved and how
is it to be achieved. It is an approach to
managing employees that increases the
probability of achieving success. Perform-
ance management is concerned with align-
ing individual objectives to organizational
objectives and encouraging individuals to
uphold corporate core values, enabling ex-
pectations to be defined and agreed in
terms of role responsibilities and account-
abilities (expected to do), skills (expected
to have) and behaviors (expected to be),



and providing opportunities for individuals
to identify their own goals and develop
their skills and competencies.

Performance Management
Theories

There are three theories underpinning
performance management: goal theory de-
veloped by Latham and Locke in 1979, con-
trol theory developed by Travis Hirschi in
1960 and social cognitive theory developed
by Albert Bandura in 1986.

The goal theory highlights four mecha-
nisms that connect goals to performance
outcomes:

* Goals direct attention to priorities;

e Goals stimulate effort;

* Goals challenge people to bring their
knowledge and skills to increase their
chances of success;

* The more challenging the goal, the more
employees will draw on their full rep-
ertoire of skills.

Achieving and Improving Job Performance

This theory underpins the emphasis on
setting and agreeing on objectives against
which performance can be measured and
managed.

The control theory focuses the attention
on feedback as a mean of shaping behav-
ior. As people receive feedback on their
behavior, they appreciate the discrepancy
between what they are doing and what
they are expected to do and take correc-
tive action to overcome the discrepancy.
Feedback is recognized as a crucial part of
performance management processes.

The social cognitive theory is based on
the central concept of self-efficacy. This
suggests that what people believe they can
or cannot do powerfully impacts on their
performance. Developing and strengthen-
ing positive self-belief in employees is,
therefore, an important performance man-
agement objective.

The Job Satisiaction

Job satisfaction is a positive feeling about
a job resulting from an evaluation of its
characteristics. A job is more than just shuf-
fling papers, writing programming code,
waiting on customers or driving a truck.
Jobs require interacting with co-workers
and bosses, following organizational rules
and policies, meeting performance stan-
dards, living with less than ideal working
conditions. An employee’s assessment of
the satisfaction with the job is thus a com-
plex summation of many discrete elements
(Robbins and Timothy, 2012).

Interesting jobs that provide training,
variety, independence and control satisfy
most employees (Barling et al. 1992). There
is also a strong correspondence between
how well people enjoy the social context
of their workplace and how satisfied they
are overall. Interdependence, feedback,
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social support and interaction with co-work-

ers outside the workplace are strongly re-

lated to job satistaction, even after account-
ing for characteristics of the work itself.

Pay comes up often when people dis-
cuss job satisfaction. For people who are
poor or who live in poor countries, pay
does correlate with job satisfaction and
overall happiness. But once an individual
reaches a level of the comfortable living
level, the relationship between pay and job
satisfaction is diminished. Money does mo-
tivate employees, but what motivates them
is not necessarily the same as what makes
them happy.

Job satisfaction is not just about job con-
ditions. Personality also plays a role. Re-
search has shown that employees who have
positive core self-evaluations, who believe
in their inner worth and basic competence
are more satisfied with their jobs than those
with negative core self-evaluations. Not
only do they see their work as more ful-
filling and challenging, but they are more
likely to gravitate toward challenging jobs
in the first place. Those with negative core
self-evaluations set less ambitious goals
and are more likely to give up when con-
fronting difficulties. Thus, they are more
likely to be stuck in boring, repetitive jobs
than those with positive core self-evalua-
tions (Robbins and Timothy, 2012).

Regarding the behavior of employees
when they like or dislike their jobs, one
theoretical model, the exit-voice-Hoyal-
ty-neglect framework, is helpful in under-
standing the consequences of dissatisfac-
tion. The framework’s four responses differ
along two dimensions: constructive/de-
structive and active/passive behavior. The
responses are as follows:

e The exit response that directs behavior
toward leaving the organization: includes
looking for a new position, as well as re-
signing;
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» The voice response, which implies active-
ly and constructively attempting to im-
prove the work conditions: includes sug-
gesting improvements, discussing prob-
lems with superiors and undertaking
some forms of union activity;

e The loyalty response, that means pas-
sively, but optimistically waiting for con-
ditions to improve: includes speaking up
for the organization when confronted
with external criticism, and trusting the
organization and its management to do
the right thing;

e The neglect response, which passively
allows conditions to worsen: includes
chronic absenteeism or lateness, reduced
effort, and increased error rate (Barling
et al., 1992).

Exit and neglect behaviors encompass
the employees’ performance variables such
as productivity, absenteeism and turnover.
However, this model expands employees’
responses to include voice and loyalty, con-
structive behaviors that allow individuals
to tolerate unpleasant situations or revive
satisfactory working conditions. It helps
explain situations such as the ones some-
times found among unionized workers,
for whom low job satisfaction couples with
low turnover. Union members often ex-
press dissatisfaction through the grievance




procedure or formal contract negotiations.
These voice mechanisms allow them to
continue in their jobs while convincing
themselves they are acting to improve the
situation.

As several studies have concluded, hap-
py employees are more likely to be pro-
ductive workers. Some researchers used
to believe the relationship between job sat-
isfaction and job performance was a myth.
But a review of 300 studies suggested the
correlation is relatively strong. As moving
from the individual to the organizational
level, there can be found support for the
satisfaction — performance relationship (Os-
troff, 2003). When gathering satisfaction
and productivity data for the organization
as a whole, it can be concluded that organ-
izations with more satistied employees tend
to be more effective than organizations with
dissatisfied ones.

Organizational (itizenship
Behavior

It seems logical to assume that job satis-
faction should be a major determinant of
an employee’s organizational citizenship
behavior. Satistied employees would seem
more likely to talk positively about the
organization, help others and go beyond

Achieving and Improving Job Performance

the normal expectations in their job, per-
haps because they want to reciprocate their
positive experiences. Consistent with this
thinking, evidence suggests that job satis-
faction is moderately correlated with organ-
izational citizenship behaviors. People who
are more satisfied with their jobs are more
likely to engage in organizational citizen-
ship behaviors. Fairness perceptions ex-
plain this relationship. The employees who
feel that their co-workers support them are
more likely to engage in helpful behaviors,
whereas the employees who have antag-
onistic relationships with co-workers are
less likely to do so. Employees with certain
personality traits are also more satisfied
with their work, which in turn leads them
to engage in more organizational citizen-
ship behaviors (Ilies et al., 2009). Finally,
research shows that when people are in a
good mood, they are more likely to engage
in organizational citizenship behaviors.

Employees in service jobs often interact
with customers. Because service organi-
zation managers should be concerned with
pleasing the customers, it is reasonable to
ask if the employees’ satistaction is related
to positive customer outcomes. For front-
line employees who have regular customer
contact, the answer is positive: satistied em-
ployees increase customer satisfaction and
loyalty (Koys, 2001).

There is a consistent negative relation-
ship between satisfaction and absenteeism,
which has a moderate to weak intensity.
While it is possible that dissatistied employ-
ees are more likely to miss work, other
factors also affect the relationship. Organi-
zations that provide liberal sick leave ben-
efits are encouraging all their employees,
including those who are highly satisfied, to
take days off. You can find work satisfying,
yet still, want to enjoy a 3-day weekend if
those days come free with no penalties.
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When numerous alternative jobs are avail-
able, dissatistied employees have high ab-
sence rates, but when there are few, they
have the same low rate of absence as sat-
isfied employees.

The relationship between job satisfac-
tion and turnover is stronger than the re-
lationship between satisfaction and ab-
senteeism. The satisfaction—turnover rela-
tionship is also affected by alternative job
prospects. If an employee is presented with
an unsolicited job offer, job dissatisfaction
is less predictive of turnover, because the
employee is more likely leaving in response
to pull the lure of the other job than push
the unattractiveness of the current job. Sim-
ilarly, job dissatisfaction is more likely to
translate into a turnover when employment
opportunities are plentiful because employ-
ees perceive it is easier to move. Finally,
when employees have high human capital,
such as high education, high ability, job
dissatisfaction is more likely to translate
into turnover because they have, or per-
ceive, many available alternatives (Lee et
al., 2008).

In order to highlight the importance of
the relationship between job performance
and satisfaction for an employee, A. Wrzes-
niewski and J.E. Dutton (2001) conducted
an experiment about a mid-level manager
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named Fatima, working at a multinational
food company, who seemed to be at the
top of her career. She is consistently mak-
ing her required benchmarks and goals,
she has built successful relationships with
colleagues, and senior management has
identified her as high potential. But she is
not happy with her work. She would be
much more interested in understanding
how her organization can use social media
in the marketing efforts. Ideally, she would
like to quit and find something that better
suits her passions, but in the current eco-
nomic environment this may not be an
option. So, she has decided to proactively
reconfigure her current job. Fatima is part
of a movement towards job crafting, which
is the process of deliberately reorganizing
your job so that it better fits your motives,
strengths and passions.

The core of job crafting is creating dia-
grams of day-to-day activities with a coach.
Then the employee and the coach collab-
oratively identify which tasks fit with the
personal passions of the employee and
which tend to drain motivation and satis-
faction. Next, the employee and the coach
work together to imagine ways to empha-
size preferred activities and de-emphasize
those that are less interesting. Many people
engaged in job crafting find that upon deep-
er consideration, they have more control
over their work than they thought.

In the case of Fatima, she first noticed
that she was spending too much of her
time monitoring her team’s performance
and answering team questions and not
enough time working on the creative pro-
jects that inspired her. She then considered
how to modify her relationship with the
team so that the team activities incorporated
her passion for social media strategies, with
team activities more centered around de-
veloping new marketing strategies. She also



identified members of her team who might
be able to help her implement these new
strategies and directed her interactions with
these individuals toward her new goals.

As a result, not only has her engagement
in her work increased, but she has also de-
veloped new ideas that were recognized
and advanced within the organization. She
has found that by actively and creatively
examining her work, she has been able to
craft her current job into one that was truly
satisfying for her.

Job Dissatisiaction

Job dissatisfaction and antagonistic re-
lationships with co-workers predict a va-
riety of behaviors organizations find unde-
sirable, including unionization attempts,
substance abuse, stealing at work, undue
socializing and tardiness. Researchers argue
these behaviors are indicators of a broader
syndrome called deviant behavior in the
workplace, counterproductive behavior or
employee withdrawal. If employees don’t
like their work environment, they are likely
to respond in a way which is not always
easy to forecast: quitting, surfing the Inter-
net at work or taking work supplies home
for personal use etc. To effectively control
the undesirable consequences of job dis-
satisfaction, managers should mitigate the
source of the problem — the dissatisfac-
tion —, rather than try to control the dif-
ferent responses.

Yet, it should come as no surprise that
job satisfaction can affect the bottom line.
Regular surveys can reduce gaps between
what managers think employees feel and
what they really feel. Surveys can help or-
ganizations to find out where they can im-
prove the job satisfaction for their employ-
ees. Managers should be interested in their
employees’ attitudes because attitudes give
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warnings of potential problems and they
influence behavior. Creating a satisfied
workforce is hardly a guarantee of success-
ful organizational performance, but evi-
dence strongly suggests that whatever man-
agers can do to improve employee attitudes
will likely result in heightened organiza-
tional effectiveness.

Satistied and committed employees have
lower rates of turnover, absenteeism and
withdrawal behaviors. They also perform
better on the job. Given that managers want
to keep resignations and absences down,
especially among their most productive
employees, they will want to generate pos-
itive job attitudes. Managers will also want
to measure job attitudes effectively, so they
can tell how employees are reacting to their
measures.

The most important thing managers can
do to raise employee satisfaction is to focus
on the intrinsic parts of the job, such as
making the work challenging and interest-
ing. Although paying employees poorly
will not attract high-quality employees to
the organization or keep high performers,
managers should realize that high pay alone
is unlikely to create a satisfying work en-
vironment.
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Improving Job Periormance

The improvement of performance is a
fundamental part of the continuous pro-
cess of performance management. The aim
should be maximizing high performance,
although this involves taking steps to deal
with underperformance. When managing
underperformers, the manager should re-
member that this should be about applaud-
ing success and forgiving failure. Mistakes
should be used as an opportunity for learn-
ing, something only possible if the mistake
is truly forgiven because otherwise the les-
son is heard as a reprimand and not as an
offer of help.

When dealing with underperformers,
managers should note that poor perform-
ance is best seen as a problem in which
the employer and management are both
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accountable. In fact, one can argue that
poor performance is unlikely to emerge if
people are effectively managed. Managing
under-performers is, therefore, a positive
process based on feedback throughout the
year, which must look forward to what
can be done by individuals to overcome
performance problems and, more impor-
tantly, how managers can provide support
and help. According to Armstrong (2009),
the five basic steps required to manage
under-performers are:

1. Identify and agree on the problem. Man-
agers should analyze the feedback and,
as far as possible, obtain agreement from
the employees on what the shortfall has
been. Feedback may be provided by
managers, but it can be also built into
the job. This takes place when employ-
ees are aware of their targets and stan-
dards, know what performance meas-
ures will be used and either receive
feedback, or control information auto-
matically and have easy access to it.
They will then be in a position to mea-
sure and assess their own performance
and, if they are well-motivated and
well-trained, take their own corrective
actions. In other words, a self-regulating
feedback mechanism exists. This is a sit-
uation that the managers should en-
deavor to create, on the grounds that
prevention is better than cure.

2. Establish the reasons for the shortfall.
When seeking the reasons for any short-
falls, the manager should not be trying
to attach blame. The aim should be for
the manager and the employee to jointly
identify the facts that have contributed
to the problem. It is on the basis of this
factual analysis that decisions can be
made on what to do about the problem
by the employee, the manager or the



two of them working together. It is ne-
cessary, firstly, to identify any causes
external to the job and outside the con-
trol of either the manager or the em-
ployee. Any factors that are within the
control of the employee or the manager
can then be considered. What needs to
be determined is the extent to which
the reason for the under is because:

e the employee did not receive ade-
quate support or guidance from the
manager;

e the employee did not fully under-
stand what he/she was expected to
do;

e the employee could not do the task
(ability);

e the employee did not know how to
do the task (skill);

e the employee would not do the task
(attitude).

. Decide and agree on the action required.
Action may be taken by the employee,
by the manager or by both parties. This
could include the employee taking steps
to improve skills or change behavior,
the employee changing attitudes. The
challenge is that people usually do not
change their attitudes simply because
they are told to do so; they can only
be helped to understand that certain
changes to their behavior could be
beneficial not only to the organization
but also to themselves. The manager can
provide more support or guidance, the
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additional experiences. Whatever action
is agreed, both parties must understand
how they will know that the endeavor
has succeeded. Feedback arrangements
can be made, but employees should be
encouraged to monitor their own per-
formance and take further actions as
required:

a) Resource the action: provide the
coaching, training, guidance, expe-
rience or facilities required to enable
the agreed actions to happen;

b) Monitor and provide feedback: both
managers and employees monitor
performance, ensure that feedback
is provided or obtained and ana-
lyzed, and agree on any further ac-
tions that might be necessary.

Employees may become better at their

job by using some simple methods. Here
are eight simple solutions to improve the
job performance:

manager, and the employee can work
jointly to clarify expectations, the man-
ager and the employee can work to-

gether to develop abilities and skills. This 1. Organizing the work. First, the em-

can be a partnership in the sense that
employees will be expected to take
steps to develop themselves, but man-
agers can give help as required in the
form of coaching, training and providing

ployees should implement a system of
prioritizing urgent items, dealing with
short requests quickly, deleting junk
emails, putting less pressing matters
on a to-do list, verifying the emails
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constantly at a determined time period
etc. The employees should stop trying
to multitask.

. Understanding the manager. Em-
ployees should put themselves in the
mindset of their manager. The most ef-
fective strategy for an employee when
dealing with difficult managers is to
empathize and discover the manager’s
style so that the employee can imagine
what the manager is looking for in an
employee. The employees may ask a
series of questions to their manager in
order to help them get to know him bet-
ter, such as what his previous job was,
what his career aspirations are. If the
employees are dealing with a lousy man-
ager, they should set an agenda and do
not yell back, and if the employees are
dealing with a difficult manager, they
should treat him like a difficult client.
In order to succeed, the employees
should figure out their manager’s style
and orientation and they should try to
stay one step ahead of him.

. Forging strong relationships
with colleagues. Employees should
also forge strong relationships with col-
leagues outside their immediate area of
responsibility. The employees should

ally with people who can help them,
including employees who have been
there a long time and who may be over-
looked by others, those who work in
human resources, staffers in the infor-
mation technology department, even
security guards and cleaning staff who
have probably absorbed much more
about the company than the employees
can realize.

. Focusing on listening. Employees

should focus on listening. They should
listen to their manager, but also they
should pay close attention to their col-
leagues and subordinates. Most of the
employees think that they will perform
if they do a lot of discussions and con-
versation, but listening closely to what
others have to say can be even more
useful and can garner more apprecia-
tion from co-workers.

. Getting in early. Employees should

try getting in early. Even 15 minutes can
make a difference. If the employees can
swing an early arrival, they will get a
step ahead of the day’s tasks.

. Taking down time. Employees should

make sure they give themselves genuine
down time. Employees should under-
stand that a vacation is important from




time to time. It can give the employees
a sense of control, of purpose, it can re-
balance their perception of time, offer
them the space to expand cultural ho-
rizons and allow the kind of relaxed
break everyone needs to refuel. Once
the employees relaxed, they should aim
for clarity and precision in everything
they do at work.

7. Doing research and preparation
before undertaking any task. The
employees should do plenty of research
and preparation before they undertake
any task. They should not take up their
manager’s time before they have per-
formed plenty of legwork. Prior to a
meeting, the employees should rehearse
their strategies and objectives.

8. Showing modesty. Employees should
exercise humility. Most career advice
seems to encourage relentless self-pro-
motion. But researchers say that it is
better that employees avoid strings of
hyped-up adjectives and instead try to
describe their accomplishments simply,
without embellishment.

Individual work performance is an issue
that has not only grasped companies all
over the world but also fueled a great deal

of research in fields of management, occu-
pational health and work and organiza-
tional psychology (Waldman, 1994). Nu-
merous studies on individual work per-
formance have been conducted. However,
different approaches to studying individual
work performance circulate in today’s lit-
erature.

Whereas the field of management has
primarily occupied itself with how one can
make an employee as productive as pos-
sible, the field of occupational health has
focused on how to prevent productivity
loss due to a certain disease or health im-
pairment. Work and organizational psy-
chologists, on the other hand, have an in-
terest in the influence of determinants, such
as work engagement, satisfaction and per-
sonality on individual work performance
(Timothy et al., 2001).

Conclusions

In all of the research fields mentioned
earlier, individual work performance is a
relevant outcome measure of studies in
the occupational setting. However, despite
its importance, no comprehensive concep-
tual framework of individual work perform-
ance exists.
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Work performance should be distin-
guished from work productivity, two con-
cepts that often seem to be used as inter-
changeable in the literature. Work produc-
tivity is defined as the work input divided
by the work output. Thus, work productiv-
ity is a narrower concept than work per-
formance. It is also important to distinguish
between causal variables and indicators of
work performance. Causal variables de-
termine or predict one’s level of work per-
formance, whereas indicators are reflec-
tions of work performance. For example,
job satisfaction is considered a determinant
of work performance, whereas work qual-
ity is an indicator of work performance.
The current review focuses only on indi-
cators of work performance and not on its
determinants.

Among the most frequent work perform-
ance problems that employees face, there
are those related to quantity and quality of
work. With respect to the quantity of work,
employees may face poor prioritizing, tim-
ing, scheduling, lost time, lateness, absen-
teeism, leaving without permission, exces-
sive visiting, phone use, break time, use of
the Internet, misuse of sick leave, slow re-

86  FAIMA Business & Management Journal

sponse to work requests, untimely com-
pletion of assignments, preventable acci-
dents. With respect to the quality of work,
the employees may experience inaccura-
cies, errors, failure to meet expectations
for the product’s quality, cost or service,
customer or client dissatisfaction, spoilage
or waste of materials, inappropriate or poor
work methods.

Job performance is a central construct
in work psychology. There are numerous
methods of assessing individual job per-
formance, the factor structure of the con-
struct, the criteria for evaluating the em-
ployees and path models explaining indi-
vidual job performance. There can be no-
ticed a changing nature of work and its im-
pact on the conceptualization and assess-
ment of individual job performance. In fact,
most of what industrial organizational psy-
chologists do is geared to have a positive
impact on job performance. The importance
of the assessment of individual job perform-
ance is reflected in the volume of literature
devoted to it. Individual job performance
plays a central role in what we do as man-
agers and employees.
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good reputation
is to endeavor
to be what you desire

to appear.”
Socrates
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