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EDITORIAL

Perception and Reality

selecting, organizing, interpreting and reacting to stimuli. Having the right percep-

tion is a significant skill for any effective leadership. Perceptions of managers,
leaders and employees shape the effectiveness of the working performance. The efforts
of managers to protect and manage positive images, identities, or reputation of their
organizations continue to be essential concerning today.

Perception has long been the object of study of psychologists, defining it as a sub-
jective reflection in people’s consciousness of objects and phenomena in reality. People
interpret the information, which then influences their behavior. The same event is inter-
preted differently by people or different categories of people.

By perception, man creates an image of reality. Perception can be individual or collec-
tive and reflects both natural aspects (visual, auditory, tactile, time, phenomenal prob-
ability, appearance, social status), but also organizational (as seen by the organization
inside or outside). Psychologists have found that perception depends on the observer (his
previous experiences, his motives, the emotions he has), but also the analyzed entity (the
distinction from other entities, the value of the characteristics, the context in which the
analysis is made).

Several studies have shown that managers pay more attention to information linked
to threats than to those linked to opportunities and

linked with the previous knowledge base. The individ- . ‘ ’ ‘ . .

P erception is the way we all interpret our experience. It is a process of receiving,

ual cognitive style can affect preferences for informa-
tion processing decision-making and consequently the
result of their decisions. Younger managers struggle

' , There are things "

to balance the need for results with appropriate con- \ known and. there

cern for the needs of others. are things unknown, ‘
Individuals with less tolerance of ambiguity per- \ and in between are the

ceive ambiguous situations as threats. Ambiguous sit- ’ doors of perception.’; ‘

uations are totally new situations, complex situations ‘ ‘ Aldous Huxley .

with a large number of elements. Individual percep- . .

tions shape organizational behavior and consequently . \ ‘ ‘

individual and organizational success. Thus, the man-

agerial perception plays a significant role in the process
of organizational adaption.
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Perception is based on prior experience. Different managers will perceive the same
thing in different ways. Selective attention refers to the fact that people give some mes-
sages priority and put others on hold. If a manager is pressed for time and has to imme-
diately fill an order, then his perceptions will be influenced by these time constraints.
Perceptions are influenced significantly by needs and desires managers see what they
want to see. This distortion is related to needs and desires. Socially oriented individuals
pay attention to interpersonal stimuli.

Managers are often faced with the task of changing their employee’s attitude in order
to get them to work harder and achieve higher job performance. Managers’ ability to
change employees’ attitudes depends partly on the situation, personality and time. The
ability to look far forward is strengthened by the perspective that comes from the past.
And the ability to leverage these strengths presents a big opportunity for higher produc-
tivity.

The importance of managers’ perception, the perception of employees and all stake-
holders has led to the emergence of perception management, a process through which
human perception is influenced to change behavior. Initially, the management of per-
ception was related to the psychological warfare, then to political propaganda, after
which its importance was also seen in the economic environment. Perceptual manage-
ment influences how entities are reflected or convinced of their ascendant. He creates
emotions in order to change behavior in a way that is convenient to his initiators. Due
to its effects lately, it is getting more and more attention.

Gheorghe Militaru
Deputy Chief Editor

,Reality is base
on perception.”
Geoff Thompson

(writer)
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Dynamie Capabilities
as Innovation Soureces

Katia Vladova
University of Economics, Varna, Bulgaria

WS ﬂ"/ae paper aims to examine in detail the specifics of dynamic capabilities and their
_f: implications in the tourism industry in Bulgaria. Dynamic capabilities of organi-
é zations reveal organizational skills for achieving innovative forms of competitive
» advantages for sustaining competitive market positions. Innovations in tourism
. are needed for the future successful performance of organizations as the industry
5 _is'sbowing extremely bigh growth during the last years. The main focus of the paper
4 is the linkage between dynamic capabilities and innovations in tourism organi-

- zations in Bulgaria. The paper reveals in more detail the relationship between the
term dynamic capabilities and the innovations in organizations. The paper is
Sfocused entirely on the tourism industry in Bulgaria as one of the promising and
Jast-growing sectors.

N\

-5
~

Keywords: dynamic capabilities, innovations, organizations, tourism industry

Introduction

Innovation activities in the tourism in-
dustry are a key issue, given that no effec-
tive barriers exist to provide protection from
imitation. Firms have to be more active and
consistent in their innovative activities.
Firms need to renew or update their resour-
ces in order to adjust them to the changing
environment. Innovations are considered
to be sources for competitive advantages
for companies. Most academic papers are
dedicated to technological innovations and
the benefits they produce. This paper fo-
cuses on innovations in tourism organiza-
tions and applies the dynamic capabilities
framework as a coherent framework for

r’ perceptions — right o

wrong — influence

r
\ ’ everything else you do

Roger Birkman
(Amemcan

* Correspondence lo: viadova_k@ue-varna.bg Volume 6, Issue 4 — December 2018 5
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the integration of existing conceptual and
empirical knowledge. The main objective
of the paper is to examine the link bet-
ween dynamic capabilities concept and in-
novation necessity and apply it to organ-
izations in the tourism industry in Bulga-
ria. Furthermore, the essence of dynamic
capabilities and their relation to organi-
zational competitiveness are examined in
more details, and then applied to the pro-
cess of creating and developing a viable
and competitive organization.

The Concept
of Dynamie Capabilities

Dynamic capabilities are referred by
researchers to a wide range of resources,
processes, and capabilities. There are a
mixed-use and interpretation of their ter-
minology. The capability is ,labelled” as
dynamic because the firm must continu-
ally build, adapt, and reconfigure internal
and external competencies to achieve con-
gruence with the changing business envi-
ronment when time-to-market and product
timing are critical, the rate of technological
change is rapid, and the nature of future

6 FAIMA Business & Management Journal

competition and markets are difficult to
determine (Teece et al., 1997). Firms are
trying to constantly integrate, reconfigure,
renew, and recreate its resources and ca-
pabilities, and most importantly, upgrade
and reconstruct its core capabilities in
response to the changing environment to
attain and sustain competitive advantage.

The definition of dynamic capabilities
(Teece, 2007) is slightly modified in com-
parison to the earliest definition of the con-
cept: The ability to sense and then seize
new opportunities, and to reconfigure and
protect knowledge assets, competencies,
and complementary assets with the aim of
achieving a sustained competitive advan-
tage. This is consistent with the definition
of a dynamic capability (Helfat et al., 2007):
Jthe capacity of an organization to pur-
posefully extend, create, or modify its re-
source base”, emphasizing the intentional
or purposeful element in capabilities. In
this sense, the dynamic capabilities rely on
highly routinized processes which address
rapidly changing environments. But dy-
namic capabilities relate more fundamen-
tally to the ability to sense, seize, and re-
configure (Teece, 2007). A possible effect
could be firm performance changes in
terms of growth, profits and competitive
advantage. Subsequent to investment, dy-
namic capabilities for recombination and
reconfiguration can alter the accumulated
asset base of the organization further, lead-
ing to an additional effect on firm perform-
ance and competitive advantage, and to
new positions and paths (Helfat, Peteraf,
2009).

The majority of the research papers fo-
cusing on dynamic capabilities are pre-
dominantly theoretical and there are few
empirical studies that investigate these ca-
pabilities in the hospitality industry. This
paper tries to elaborate the dynamic



capabilities perspective and test empiri-
cally the mediator role played by the dy-
namic capabilities in the relationship bet-
ween organizational knowledge and pro-
cess innovation in organizations in tourism.
It is argued that possessions of resources
and capabilities will not directly lead to
innovations (Nieves et al., 2016). To attain
innovative performance, organizations must
have an ability to align their resources and
capabilities with the environmental oppor-
tunities. Dynamic capabilities can be dis-
tinguished from operational or common ca-
pabilities by their relationship with change
(Ambrosini, Bowman, 2009), (Wang, Ah-
med, 2007). Thus, whereas common capa-
bilities focus on performing the necessary
daily activities to render services, dynamic
capabilities would focus on selecting the
services to match the changing environ-
ment (Nieves et al., 20106).

The Role
of Dynamic Capabilities

According to Agarwal and Selen (2009),
dynamic capabilities play a vital role in
service firms, as they provide a systematic
and proactive way to explore new oppor-
tunities and anticipate threats from com-
petitors. Verona and Rabasi (2003) also
provided evidence that, in order to main-
tain sustained levels of innovation, firms
must develop dynamic capabilities that al-
low the simultaneous and continuous cre-
ation, absorption and integration of knowl-
edge. An empirical study (Zheng et al.,
(2011) show significant relationships bet-
ween dynamic capabilities and innova-
tion performance.

Nieves et al. (2016) try to advance the
research in this field by linking dynamic
capabilities with the introduction of inno-
vations in the hospitality sector. As product

Dynamic Capabilities as Innovation Sources

innovation is based on an external ap-
proach and their paper proposes that it
requires both an environmental orienta-
tion and the ability to take advantage of
the opportunities that this environment
offers, that is sensing and learning capa-
bilities. On the other hand, process inno-
vation has a predominantly internal focus.
Therefore, it can be enhanced by a firm’s
ability to combine and integrate individual
internal inputs into a new collective logic
of interaction through integrating and co-
ordinating capabilities.

One mechanism through which organ-
izations in tourism can cope with ongoing
challenges is through the development of
creativity and innovation within the indus-
try. Building and managing innovative
capability structures is a determinant for
sustainable growth and competitiveness
(Walsh et al., 2011, p. 23). The authors
specify that innovation is defined as an
outcome-oriented measure, while innovat-
iveness is recognized as a contextual var-
iable representing the firm-level orienta-
tion towards innovation. Furthermore, the
authors propose the following definition:

Volume 6, Issue 4 — December 2018 7
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Innovativeness is an organization-wide
dynamic capability indicated by absorptive
capacity, cultural willingness, propensity,
receptivity, market responsiveness, commiit-
ment, intention and technological capac-
ity, which stimulates innovative activity
propelling the organizations to engage in
risky bebavior and rapidly incorporate
change in business practices through the
early creation and/or adoption of new
ideas, consequently enbancing innova-
tion and business performance and ulti-
mately delivering a competitive advantage.
In this view, the innovativeness is consid-
ered as a dynamic capability that drives a
firm’s competitive advantages by means
of converting and reconfiguring organiza-
tional strategic resources in response to
changing market conditions and environ-
mental turbulence and instability (Teece
et al., 1997).

Innovation in Tourism Sector

Tourism is a dynamic and highly flex-
ible industry, therefore the ability to ,or-
chestrate changes”, build new capabilities,

8 FAIMA Business & Management Journal

transform the asset base and reconfigure
processes is crucial for competitiveness.
(Teece et al., 1997). An innovative firm
that has the ability to be nimble, to change
quickly and be alert to changes in the en-
vironment can apply its dynamic capabil-
ities sooner and more strategically than
its competitors, and will be better able to
adapt more quickly and easily to changing
market conditions, creating competitive
advantages (Eisenhardt, Martin, 2000). This
is due to the fact that a more innovative
capable organization has the ability to build
and deploy distinctive resources faster than
others (Winter, 2003). So, the innovative-
ness characterized by a high degree of or-
ganizational flexibility and the active and
effective implementation of new organiza-
tional strategies and practices enhances
productivity and enables firms to match
their resource base to the requirements of
a rapidly changing business environment
(Walsh et al., 2011).

Tourism is a crucial factor for the Bul-
garian economy and the contribution to
the GDP product is significant. According
to the official data published by the Na-
tional Statistical Institute, the increase of
the number of foreign tourists to Bulgaria
around 12% vyearly until 2003 has been
changed by a progressive decrease of the
growth trends on the incoming segment.
Nevertheless, since 2016 there is a very
positive trend and the industry is boom-
ing. During the analyzed period the num-
ber of visits of foreign tourists (incoming
touristic segment) varies around 4 Million.
Regarding the percentage increase of the
visits in comparison to the previous year,
it is between —20% and +20%. On the other
hand, the outgoing segment of the tourism
market in Bulgaria shows a sustainable
positive development. The average con-
tribution of tourism to the GDP varies about



10-12 % in the period from 1999 until 2016.
The competition is quite intensive and or-
ganizations in tourism strive for excellence
to attract clients and retain market posi-
tions. The tourism industry is extremely
susceptible to environmental changes, with
the entire industry facing currently strong
competitiveness challenges.

Based on the definitions of dynamic
capabilities stated above we provided an
empirical study among selected hotels in
Bulgaria. According to the official data
(STA 2017), NSI (2017), in 2017 the total
number of the accommodation establish-
ments is over 3100; the tour-operator and
agents operating legally in Bulgaria are over

Dynamic Capabilities as Innovation Sources

2800 registered tour-operators. As the sum-
mer tourism in Bulgaria contributes cur-
rently up to 70-75% of the total revenues
of tourism, our focus will be predominant-
ly on the accommodation establishments
(category 4 and 5 stars local rating) in
North-East (263 hotels and others) and
South-East (374 hotels and others) regions.
The total number of all accommodation
establishments (category 3, 4 and 5 stars
local rating) in Varna, Dobrich, and Burgas
is 570. We have focused on these 3 cities
as there are— with a total number of 359
hotels and other accommodation estab-
lishments (Table 1).

Table 1 — Business activity of the Bulgarian touristic resorts (January — December 2016)

’ Afrivals m Revenues from nights
Accommodation| Bed- Av::ldalple Nights spent - number accommodgtmn spent.levs
Resorts establishments * | places - ek — establlshmems.- :

mumber. | number || over | Total oﬁfr":;’;n":l:" Total ﬁ?;‘;"gh'n:"r: Total Oﬂf ;"‘ig"l:’;r:”
Albena 36 16679 1903643 1340806 1085171 233730 170047 74547742 59860230
Borowts 30 4916] 1534931 470153 204480 163811 49518 17643173 8462273
Dyuni 5 3450 455799 321893 293049 38769 34663 18295106 16356686
Zlatni piasatsi 112 40519| 6328630| 3811308/ 3531075 648791 575061 200399743 190678422
Pamporovo 50 5471 1349666 342053; 84284 115690 20251 12298880 3860735
International Youth Centre Primorsko 3 1254 130328| 81507 51895| 10184 4556 2376172 1776745
Sv. Konstantin | Hlena 55 9104] 1850287 639185 398549 117159 61569 31203533 22563072
Slanchev briag 161 60849 8226414/ 5179797| 4855644 789184 715686 266001450 253308125
TOTAL 452 142242 122'?9698] 12186702 10504147| 2117318| 1631351] 622765799 556866288

Source: NSI (2017)

Our case study is based on a longitudi-
nal research of the most successful hotels
located the majority of the summer holi-
day resorts in Bulgaria — Albena, Golden
Sands, St. Constantine and Helena, Sunny
Beach, Dyuni. Moreover, we have struc-
tured our observations on these hotels in
the time period 2000-2016, highlighting the
year of construction or reconstruction, pri-
vatization, total number of rooms, general
facilities, advantages and disadvantages

of the hotel product, franchise contract
(if any), long-/short term contracting re-
lationships with a specific tour-operator/
group, clients’ approval/disapproval.

Results and Discussion

Dynamic capabilities are not in them-
selves a source of long-term competitive ad-
vantage. They reveal the means of achiev-
ing resource configurations that provide

Volume 6, Issue 4 — December 2018 9



an advantage. This suggests that dynamic
capabilities are simply processes and there-
fore does not lend us further understand-
ing of the distinction between dynamic ca-
pabilities and processes. Dynamic capa-
bilities create resource configurations that
generate value-creating strategies. Their ad-
vantage lies in applying them before their
competitors and rivals. Actually, there are
authors, who assert that dynamic capa-
bilities are only identified where there is
a sustained competitive advantage (Priem,
Butler, 2001). Thus, to say a firm has a sus-
tainable competitive advantage is similar
to saying a firm has a dynamic capability
(Arend, Bromiley, 2009). Winter (2003) pro-
posed that clarity is served by breaking the
link between dynamic capabilities and
competitive advantage. Helfat (2007) also
supports this idea. This post-success iden-
tification is problematic as it infers dynam-
ic capabilities are a construct only for suc-
cessful firms. It may even be proposed that
dynamic capabilities do not guarantee suc-
cess or survival. (Zahra et al., 2000).
The current environment is changing
constantly and market dynamics influence
the decisions of hotel owners and man-

10 FAIMA Business & Management Journal

agers regarding overall firm strategy and
dynamic capabilities. About 20 years ago
with the start of the privatization process-
es of the state-owned hotels in Bulgaria,
emerged slowly the market dynamics in
the sector. Competitiveness and firm/ho-
tel performance were determined mainly
by the long-term relations with a German
and/or British and/or Scandinavian tour-
operator. Advanced payment agreements
by the tour-operators guaranteed future ac-
commodation of the end clients and strictly
keeping the rules and requirements about
hotel quality standard and services. At the
same time, Bulgarian hotel owners and
top management teams received valuable
and up-to-date know-how and gradually
changed their hotel routines.
Collaboration with Europe famous hotel
chains such as Iberostar, RUI, LTI, Prima-
sol, SOL/Melia, Hilton, etc. proved that par-
ticular capabilities can be developed based
on hotel/firm- specific processes (such as
integration, reconfiguration, renewal and
recreation of resources) and common fea-
tures among hotels (such as adaptive, ab-
sorptive and innovative capability). The
year-long cooperation with these estab-
lished hotel chains was a strong drive for
hoteliers to create own standards and apply
own hotel brands on the market. Currently
one of the biggest threats for the Bulgarian
summer holidays hotels is the short season
and the shortage of qualified and moti-
vated staff. The hoteliers have to adapt
and optimize the performance in order
to respond to the changing conditions.

Conclusions

Recent arguments in the dynamic capa-
bilities literature suggest that firms need to
develop skills in both internal develop-
ment and external sourcing to be able to



renew their capabilities and thrive over
time. Although we have a growing under-
standing of the conditions under which
internal development and external sourc-
ing are most appropriate, questions remain
concerning the nature of such contingen-
cies and firms’ ability to select modes of
sourcing new capabilities. It is still under-
examined the extent to which firms’ ability
to select appropriate modes of capability
sourcing, and thereby form coherent port-
folios of internal and external sourcing
projects, improves their ability to create new
capabilities and to survive in dynamic en-
vironments. Dynamic capabilities are imi-
table, can be developed through multiple
learning paths, and have commonalities
across firms and industries. The develop-
ment of dynamic capabilities reflects man-
agement’s ability to demonstrate timely
responsiveness and rapid innovation and
to effectively coordinate and redeploy in-
ternal and external resources or compe-
tencies based on managerial and organi-

zational processes, market positions, and
path dependencies. In summary, the key
contributions of the paper are the empir-
ical findings as well as the application of
the selected theoretical concepts of dy-
namic capabilities and their link to inno-
vations on a firm-level in the specific in-
dustry of Bulgarian tourism.
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Perception ol Risk Management

Titu-Marius Bajenescu
La Conversion, Switzerland

Nhe management of risk is central to the livelihood and success of all organizations.
The spectacular technological advance and the increasing complexity of emerging
" socio-technical systems seem to be taking a step ahead of the available means of
assessing the operational safety and, more particularly, those relating to the eval-
k. ugtt_z‘on of the security of systems.

'f_*;ébstr

.

 Keywords: risk, hazard, risk identification, risk analysis, fuzzy logic

Introduction

All activities of an organization involve risk; organizations manage risk by antici-
pating, understanding and deciding whether to modify it. Throughout this process,
they communicate and consult with stakeholders, and monitor and review the risk
and the controls that are modifying the risk.

We all face all kinds of risks in our everyday life; if you went to work, if you used
public transportation or drove a car if you
decided to publish a book, you took a
risk. All societies worldwide face choices
and decisions about how to adequately
confront risks — central question for poli-
cymakers, academics, industrialists and for
everyone. This because the future cannot
be predicted. Some of you might argue
that safety — in other words, the strive for
a decrease of uncertainty about negative
risks — is expensive, but an accident is even
much more expensive, very likely to be
huge in comparison with what should have
been invested as prevention.

\‘ ,Risk comes
’ from not knowing -
what you're doing.”

Warren Bufett

* Correspondence lo: imbajenesco@gmail.com Volume 6, Issue 4 — December 2018

13



Titu-Marius Bdjenescu

Nowadays, the management of risk is
a decision-making process aimed at achiev-
ing predetermined goals; it is a proactive
and reactive approach to accident and loss
reduction. Risk has a positive and a neg-
ative side, and — in general — we try to

Self-

fulfillment

manage risks with possibly negative con-
sequences. Human needs and wants for
certainty; Maslow (figure 1) discerned five
classes of human needs according to their
importance (Maslow, 1943).

Esteem
(success, prestige)

Belonging
(love, social contacts, etc.)

Safety
(protection, economic certainty, etc.)

L

Physical basic needs
(food, drink, sleep, sex, etc.)

A

Figure 1 — Maslow’s bhierarchy of human needs
(Source: Maslow, 1943)

Many different schemas have been de-
veloped to depict the structure and pro-
cess of risk management. We prefer to
adopt a cyclical view (figure 2); here the
cycle emphasizes the importance of feed-
back to the extent that the starting and fin-
ishing points for risk management merge.

Theoretical Aspects of Risk

Many organizations with traditional risk
management programs included hazard
identification, safety and loss control, work-
ers’ compensation, insurance procurement,
self-insurance administration, claims over-
sight and contractual risk transfer as key
functions.

14 FAIMA Business & Management Journal

(A) Risk: an uncertain event or condition
that, if it occurs, has a positive or neg-
ative effect on a project objective (PMI,
2000, p. 127).

(B) Risk: an uncertain event or set of cir-
cumstances that, should it occur, will
have an effect on the achievement of
the project’s objectives (Simon et al.,
1997, p. 16).

(C) Risk = Consequences + uncertainties
(Terje, 2012).

We note that some Academics distin-
guish between risk and uncertainty as first
defined by Knight (1921), as randomness
with known probabilities (e.g. probabili-
ty of throwing a six on a die) whereas



Hazard
Identification

Risk

Perception

and

Communication

Perception of Risk Management

Policy
Development

Figure 2 — Risk management cycle
(Source: Gerrard, Petts, 1998)

uncertainty is randomness with unknown
probabilities (e.g. probability of rainy
weather).

The notion of risk is defined in different
ways, not only from one field of study to
another but also within the same field.

Simplistic definitions, such as ,risk is
the probability of a downside risk event
multiplied by its impact”, may have their
value in special circumstances; but it is
important to face the complexity of what
project risk management is really about if
real achievement is to be attained when
attempting to manage that risk (Chapman,
Ward, 1997).

A risk factor is defined as a condition in
the project’s internal or external environ-
ment that influences the likelihood of an

adverse outcome occurring. It can, there-
fore, be interpreted as something that ,is”,
whereas a management mode is an activ-
ity, a process and therefore can be inter-
preted as something that ,is done”.

A change in perspective in the produc-
tion of risk information is also required:
from measuring risk as an objective exter-
nality that can be reduced towards under-
standing risk as both an opportunity and
a threat, and towards improved identifi-
cation and estimation of the causes and
consequences of risk generation and ac-
cumulation.

The risk is made up of two parts: the
probability of something going wrong,
and the negative consequences if it does.
Risk can be hard to spot, however, let
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alone prepare for and manage; and — if
you are hit by a consequence that you

Risk probability A

Acceptable risk limit —

Negligible

Undesirable

Acceptable 1

hadn’t planned for — costs, time, and rep-
utation could be on the line.

Tolerable risk limit

Unacceptable

3

’

Figure 3 — Risk classification
(Source: Mohamed-Habib, 2008)

This makes risk analysis (figure 3) an
essential tool when your work involves
risk. It can help you identify and under-
stand the risks that you could face in your
role (figure 4); in turn, this helps you man-
age these risks, and minimize their impact
on your plans.

Figure 5 illustrates the increasing rigor
of risk analyses possible as the scope of
the study becomes more focused on spe-
cific accident scenarios. Note that as risk
studies become more focused and detailed,
the cost per scenario analyzed increases;
but the overall cost may decrease if only a
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few representatives or bounding scenarios
are analyzed.

A residual risk is a risk that remains
after the various possible measures have
been taken. An unacceptable risk is an
unacceptable residual risk.

The five main risks encountered are:

Q pure risk (insurable or not, and not ne-
cessarily exogenous in the presence of
moral hazard);

Q market risk (changes in commodity
prices, exchange rates, yields);

Q credit risk (probability of default, re-
covery rate);



Perception of Risk Management

Environment and background
Strategic;
Legal;

Financial.

— Human risks

Scientific and technical risks Organizational;

Needs; Conflicts;
System; |-®_ Project management;
Safety, integrity; " Resources; margins;

Quality. Organization;

Quality.

Subcontractors
Oganisational;
Legal;

Quality;
Economical;
Strategic.

Figure 4 — Identifying risks

Less Less Less

Detailed  Certain Cost o—

Identification

Hazard Analysis w—p
Broadly Focu/seD/ Information

Detailed Analysis =

for Risk
Assessment
Narrowly
Focused
etalled  \ /7
Analysis

More More More
Detailed Certain Cost

Figure 5 — Levels of hazard evaluation and risk assessment
(Source: AIChE 2006)
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Q operational risk (personnel errors,
fraud, computer system failures);

Q liquidity risk: the risk of not having
enough funds to meet short-term finan-
cial obligations without affecting prices.
Often, assets must be liquidated at a
discount to obtain liquidity. May degen-
erate into a risk of default.

Risk Identification is the first step in
risk management for construction projects.
Considering that for a typical industrial
facility 10% to 15% of the total cost is for

Project Management

Procurement Management

engineering design and 50% to 60% is for
equipment and materials, it is obvious that
obtaining the equipment and so it can be
concluded that — if the procurement pro-
cess is successfully managed — a great deal
of the success of the project can be a-
chieved and successfully management of
the process include the development of a
clear policy to materials at the lowest pos-
sible cost will provide the greatest savings
manage it (Simon et al., 1997), including
management of potential risks through it
(Figure 6).

Risk Management

Figure 6 — Relation between project, procurement and risk management

Risk Measurement is a thriving area
of research. A current area of interest is
to find satisfactory methods of modeling
dependencies between stocks other than
by copulas and correlations. Alternatively,
there is much interest in finding copulas
that can meaningfully capture dependency
behaviors. Another area of risk measure-
ment research is dynamic risk measure-
ment. This involves measuring risk in con-
tinuous time, rather than applied to a static
distribution.

Probabilistic Risk Assessment PRA or
probabilistic safety assessment (PSA) and
deterministic approach along with com-
prehensive considerations of uncertainty
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and human factor provide the basic frame-
work for a holistic risk-based approach.
Other methods — such as hazard and op-
erability analysis (HAZOP) and failure
mode and effect analysis (FMEA) are also
used to derive risk insights in support of
design and operation evaluation in in-
dustry.

Risk Analysis. It was only in the 1950s
and 1960s that researchers (Markowitz,
1959), (Treynor, 1962), (Sharpe, 1964),
(Lintner, 1965), (Mossin, 1966) began fun-
damental work on risk. Risk management
became a corporate business in the late
1990s. In 1990, Sharpe, Markowitz and
Miller were jointly awarded the Nobel



Prize in Economics for their contribution
to financial science.

Risk analysis is a process that helps you
identify and manage potential problems
that could undermine key business initia-
tives or projects. To carry out a risk ana-
lysis, you must first identify the possible
threats that you face, and the estimate the
likelihood that these threats will materialize.

Perception of Risk Management

Risk analysis can be complex, as you will
need to draw on detailed information such
as project plans, financial data, security
protocols, marketing forecasts, and other
relevant information. However, it’s an es-
sential planning tool and one that could
save time, money, and reputations.

Risk analysis (figure 7) is useful in many
situations:

possible.

Identifies
loss exposures

faced by an
organization.

Loss exposure Highlights the
is any situation most appropriate
or circumstance - techniques for
in which loss is treating loss

exposures.

Figure 7 — Risk analysis

* When you are planning projects, to help
you anticipate and neutralize possible
problems.

* When you are deciding whether or not
to move forward with a project.

* When you are improving safety and
managing potential risks in the work-
place.

* When you are preparing for events such
as equipment or technology failure, theft,
staff sickness, or natural disasters.

* When you are planning for changes in
your environment, such as new com-
petitors coming into the market, or
changes to government policy.

Modern risk analysis has its twin roots
in mathematical theories of probability,
and in scientific methods for identifying
causal links between adverse health effects
and different types of hazardous activities
(figure 8).
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Hazard / Threats

l
l

Consequences

Figure 8 — Hazardous event

Researchers throughout history have
relied principally on methods of observa-
tion to unravel these links. The most basic
form of such methods and the most uni-
versally practised is experience based on
trial and error. Since primitive times, hu-
man beings have upon occasion simply
undertaken a new activity of interest (e.g.,
tasted a strange plant or launched a new
boat) and have observed the adverse ef-
fects, if any. A slight variant of this method
has been to distance oneself and conduct
the experiment on a surrogate (e.g. feed
new foods to animals). On a more com-
plex level, researchers have used both in-
direct observational methods (i.e., meth-
ods that seek to establish associations or
cause-effect relationships through the ob-
servation of adverse health effects in clus-
ters of cases). Although the early research-
ers in this tradition did not adhere to the
rigorous scientific and statistical standards
of modern epidemiological studies, the
historical record is replete with examples.

Risk Management

The purpose of risk management is to
create a reference framework for compa-
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nies in order to deal effectively with risk
and uncertainty. Risks are present in almost
all economic and financial activities of
companies. The process of risk identifica-
tion, assessment and management is part
of the strategic development of the com-
pany; it must be designed and planned at
the highest level — the board of directors.
An integrated approach to risk manage-
ment must assess, control and monitor all
risks to which the company is exposed
(figure 9).

Generally, a pure risk is a combination
of the probability or frequency of an event
and its consequence that can be positive
or negative. It can be measured by devi-
ation (or volatility) from mathematical ex-
pectation or expected outcomes. Uncer-
tainty is less precise because the proba-
bility of an uncertain event is often un-
known, as is its consequence. In this case,
we will speak more of precautionary ac-
tivities than of preventive activities to pro-
tect ourselves from uncertainty. Finally,
there are speculative risks, which consist
of undertaking opportunistic activities in
relation to future risks.



Risk

Perception of Risk Management

Management

Figure 9 — Risk management

Many different schemas have been de-
veloped to depict the structure and pro-
cess of risk management. We prefer to
adopt a cyclical view; here the cycle em-
phasizes the importance of feedback to
the extent that the starting and finishing
points for risk management merge.

There is also a growing recognition that
risk is more complex and systemic than
it has ever been; the complex nature of
risk is making it much harder to identify,
manage and control. There are continued
threats of terrorist attacks, which them-
selves tend to heighten everyone’s aware-
ness of the larger, but perhaps more re-
mote, risks we have to deal with and often
feel that we can't.

,Risk management is the process for
identifying, analyzing, and communicat-
ing risk and accepting, avoiding, trans-
ferring, or controlling it to an acceptable

level considering associated costs and ben-
efits of any actions taken” (H.S., 2010).

Risk management has become elevated
because society is more worried about
the downside of risk, and managers are
worried about appearing to be reckless
and irresponsible in running in opera-
tion. Managers feel that, if a mistake were
to happen, they would be unable to put
their side of the story. Better to be safe
than sorry. Senior managers, therefore,
have new demands today — demands for
information and assurances about risk.
As a result, corporations have overseen an
unprecedented number of initiatives under
the risk management umbrella (Holms,
2002).

Risk management will not preclude ad-
verse events from occurring; however, it
enables to focus on those things that are
likely to bring the greatest harm, and
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employ approaches that are likely to mit-
igate or prevent those incidents.

The major goal is to realistically under-
stand the available engineering margins
and associated uncertainties to meet safety
and availability goals and make these sys-
tems more sustainable. Even though the
deterministic approach is time-tested and
worked well for all these years, it has some
limitations. It is conservative and prescrip-
tive in nature and does not provide a
measurable parameter for safety and reli-
ability of engineering systems. Experience
and research have shown that the deter-
ministic approach where defence in depth
is integral to this approach, while reason-
ably assures safety, often leads to expen-
sive systems and technologies that the
society and market would not be able to
afford (Varde, Pecht, 2018).

Further studies have shown that while
some designs and regulations based on
conservative approaches appear to reduce
the risk of complex engineering systems;
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this may come at an exorbitant cost and still
may not guaranty safety (Modares, 2000).
With advances in technology (i.e. in com-
putational techniques, improved under-
standing of materials, simulation methods
availability of data and information) there
is increasing interest in applications of the
best estimate and further risk-informed ap-
proach. In spite of these developments,
the approach to address uncertainty, by
and large, remains conservative. The con-
siderations of safety factors provided a
way to compensate for a lack of knowl-
edge and data, however often make the
systems more complex, costly, and un-
sustainable (Varde, Pecht, 2018).

Risk management techniques, when
correctly applied, can help ensure the suc-
cessful outcome of software projects. Risks
are potential issues that, if not identified
and managed, could unexpectedly surface
and cause substantial trouble when least
expected. There are many philosophies
and approaches for managing risks, includ-
ing those discussed by Boehm (1989), and
Charette (1989). The first step in risk man-
agement is to identify and prioritize the
risk areas relevant to a project. Each proj-
ect has different risks due to the unique
characteristics that differ from project to
project (Toth, 1985). There are several Risk
Management models and the most used
one is SEI (Software Engineering Institute)
Risk Management paradigm that consists
of five sequential and iterative steps: Iden-
tification, Analysis, Planning, Tracking and
Control. In parallel, two common activities
are performed: Documentation and Com-
munication. The SEI Risk Management
paradigm (Maniasi et al., 2005), is depicted
in Figure 10. The paradigm illustrates a
set of functions that are identified as con-
tinuous activities through the life cycle of
a project.



Perception of Risk Management

Function Description

|dentification Search for and locate risks before they become
problems.

Analysis Transform risk data into decision-making information.
Evaluate impact, probability, and time frame; classify
risks, and priorities risks.

Planning Translate risk information into decisions and mitigating
actions (both present and future) and implement those
actions.

Tracking Monitor risk indicators and mitigation actions.

Control Correct for deviations from the risk mitigation plans.

Documentation & | Provide information and feedback internal and external

communication to the project on the risk activities, current risks, and
emerging risks.

The real question for all of us is ,Where
do we start? How do we go about meas-
uring the effectiveness and return?” The
only way to begin to answer is through
quantitative metrics while it is impossible
to measure something you cannot quan-

tify.

Figure 10 — Risk management model process

Establishing the capability and capacity
to identify, understand, and address such
complex challenges and opportunities is
the crux of risk management (figure 11).
Risk management is an approach to mak-
ing and implementing improved security

decisions.
Identification
Documentation
Control and Analysis
communication
Tracking [~— Planning

Figure 11 — Risk management model
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Risk management options. The man-
ager evaluating the possible option for deal-
ing a defined risk issue needs to consider
many things: (i) Is the risk assessment of
sufficient quality to be applied upon?
(i) How sensitive is the ranking of each
option to model uncertainties? (7ii) What
are the benefits relative to each risk man-
agement option? (iv) How practical will
it be to execute the risk management op-
tions? (v) Is the risk assessment of suffi-
cient quality to be relied upon? (vi) How
sensitive is the ranking of each option to
model uncertainties? To conduct a proj-
ect is, therefore, necessary:

a) identify project risks;

b) evaluate project risk management;

©) evaluate and prioritize project risks;

d) project risk management (connected
with the notion of duration).

Risk management can also help better
manage the firm’s capital structure and
suggests that financially healthy compa-
nies should use their information advan-
tage to establish future price hedging strat-
egies.

The ISO 31000 standard provides a
vehicle to make risk management central
to the success of an organization, and an
intimate part of key processes such as
planning, management, and governance
(figure 12).

The principles The framework The process for managing
provide the manages the risk focuses on individual
foundation and overall process or groups of risks, their
describe the and its ful - identification, analysis,
qualities of integration evaluation and treatment.
effective risk into the
management organization.
in an organization.

Monitoring and review, continual improvement

and communication occur throughout.
Figure 12 — The flow of risk management
(Source: ISO 31000:2009)
Fuzzy Logic to be translated into an executable rule

For more than a century, researchers
have been grappling with applying inno-
vative computer modeling techniques to
assist decision makers in finding better
solutions regarding the criteria of cost,
time, performance, quality and safety.
Fuzzy logic (FL) — which was formulated
by Zadeh (1965) — provides a framework
for approximate reasoning and allows
qualitative knowledge about a problem
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set. Thus, fuzzy set theory and fuzzy logic
are applied in this area while the data rep-
resented are in subjective verbal forms or
the scarcity of the information. The ability
of a fuzzy system illustrate its reasoning
process is presented to have a definite re-
sult within the field of risk analysis. The
fuzzy set theory is highly subjective and
related to uncertainty and vague informa-
tion about human perception or subjective



likelihood judgments. Whilst, this uncer-
tainty, and vague information or subjec-
tive likelihood judgments. Whilst, this un-
certainty, and vague information might
be due to a lack of knowledge or expe-
rience, wrong historical analysis. Thus, in
construction research area one of the
applications of fuzzy risk analysis is to
outline an approach to the assessment of
the construction project risk by linguistic
analysis. Early on, it was recognized that
FL had a potential role in risk assessment.

Traditional risk models are based on
probability and classical set theory. They
are widely used for assessing the market,
credit, insurance, and trading risk. In con-
trast, fuzzy logic models are built upon
fuzzy set theory) and fuzzy logic and they
are useful for analyzing risks with insuf-
ficient knowledge or imprecise data. These
latter types of risk typically fall into the
operational risk or emerging risk category
(Shang, Hossen, 2013).

The modern construction and the new
sophisticated design have shown signifi-
cant obstacles and uncertainties to com-
plete the project safely; thereby it is inev-
itable to search a new approach to deal
with uncertainties. The ability of a fuzzy
system to deliver its reasoning process is
presented by Chaher and Soomro (2016)
to have an absolute result within the field
of risk analysis. In addition, the fuzzy set
theory is mainly subjective and associated
to deal with inexact and vague informa-
tion in construction projects.

,<Fuzzy logic may be viewed as an at-
tempt at formalization/mechanization of
two remarkable human capabilities. First,
the capability to converse, reason and make
rational decisions in an environment of
imprecision, uncertainty, the incomplete-
ness of information, conflicting informa-
tion, the partiality of truth and partiality

Perception of Risk Management

of possibility — in short, in an environment
of imperfect information. And second, the
capability to perform a wide variety of
physical and mental tasks without any
measurements and any computations”
(Zadeh, 2008).

Risk analysis can be applied through
using the theory of probability which eval-
uates the Likelihood and consequence of
any risk listed as a hazardous to complete
the project safely. Due to some vague and
unknown factors which influence project
success, probability theory cannot always
deal with principal aspects of project un-
certainty and cannot illustrate some impor-
tant aspects of discovered project man-
agement practice (Pender 2001). The risk
analysis process, utilizing fuzzy logic, is
found to be the best approach to handle
project risk management, which is mainly
subjective, and varies substantially from
project to project. The fuzzy risk quanti-
tative process is described here stage by
stage; the level of severity is the result of
multiplication of likelihood and the impact,
whilst probability and impact charts are
proposed as fuzzy variables (PMI, 2008).

A
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Risk assessments are often not precise
instruments of measurement and reflect:
(i) the limitations of the specific assessment
methodologies, tools, and techniques em-
ployed; (ii) the subjectivity, quality, and
trustworthiness of the data used; (7ii) the
interpretation of assessment results; and
(iv) the skills and expertise of those indi-
viduals or groups conducting the assess-
ments.

Conclusions

It is important to note that definition of
risk, risk information, its classification, and
identification, as well as risk measurement
and hazardous events identification, con-
sideration of recent studies results, similar
problem diagnostic, and risk analysis, are
critical elements and facets of risk that must
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This document aims to present a bibliographic research of the various principles
adopted for quality management in a medium or small company, that presents
the largest part of economic industries all over the world, taking into account the
characteristics of these special entities.
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Introduction

In order to get to this level, and ensure sustainability of the company in the
market, companies started to adopt the concept of «Total Quality Management»,
which means the implementation of a business project based on quality approach,
mobilizing all the staff and all involved parties in a product or a service production,
which is to say a global strategy whereby the whole company puts every effort to sat-
isfy its beneficiaries, which is beyond the presented ordinary approach according
to the 2015 version of ISO 9001 standard.

We will begin with a presentation of the
historical evolution of quality approach, from
the inspection to the 2015 version of the
ISO 9001 standard. The next step is to pres-
ent the principles of quality management
observed in the 2015 version of ISO 9001 s not what you -
standard and in other management and qual- 2 look at that matters,
ity improvement approaches, namely the it’s what you see.”
Total Quality Management (TQM) and other ’ Henry David
management approaches like the Lean Six
Sigma approach. We finish this article by
presenting and identifying other quality man-
agement principles, which can help com-
panies achieve a higher level of organiza-
tion and management.

Thoreau
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History of Quality

Based on the international definition
of quality: the degree to which a set of in-
herent characteristics fulfils the require-
ment (ISO 9000-2015), we may conclude
that quality is the concern of every pro-
ducer to present a product that meets the
requirements and expectations of consum-
ers, buyers or users.

The construction history of pyramids
in the time of Pharaohs showed that they
incorporated an inspectorate to check the
construction work of the pyramids, so the
introduction of the concept of measures
system and standards during the 18" cen-
tury, proved the interest in verifying and
checking distances and quantities. Not to
mention also the appearance of the con-

cept ,Acceptable/Unacceptable” at the pro-
ducing companies level during the 19" cen-
tury, which gave rise to verification and
products acceptance standards. (Lerat Pytlak,
2002, p. 15).

It was during the 20th century that qual-
ity began to know its great development
and organization in the industry in the
world, through the creation of standards,
the generalization at the level of several
actors in the economic fabric and also the
creation of organizations and founders of
standardization.

According to a study directed by the
Ministry of Industry, Trade, Energy and
Mines, the quality evolution during the 20"
century is marked by the following peri-
ods, presented in Table 1.
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Sorting years: from

Table 1 — The quality evolution during the 20" century

Company needs Quality evolution

m 40s to 60s

* Increase production capacity to meet market
demand.

* The availability of the product outweighed the
expected performance.

* Companies must survive despite the war.

* The importance of the introduction of more
effective methods to control their products, for
certain companies.

* Development of statistical control of reception or final inspec-
tion of the American army during its war effort of the 40s.

* Formalization of procedures called Military Standard, which
will formalize a method that will spread slowly in the rest of
the Industry. These procedures are based on AQL: Average
Quality Limit, which represents the percentage of defective
elements.

* The statistical control applied to products gradually replaced
the classical inspection.

* Sampling plans make it possible to estimate the quality of
batches produced from a representative sample of the
product.

s from 605 10805

* The growth of production capacities became
greater than the demand of domestic markets.

* Real competition was then established between
companies to reduce production costs because
increasing production without cost control will be
suicidal.

* Consumers are becoming more demanding in
terms of product performance, deadlines and
prices.

G The statistical techniques applied to the products have been |

transposed to the manufacturing processes.

* Subsequently, the majority of statistical methods used today
were introduced, such as process control charts, failure
studies, efc...

We can finally say that this period corresponds to seeking
control of production processes.

years: from 80s to nowadays

More competition and market globalization.

Further orientation towards research in devel-
opment, production and distribution.

The goal is to increase the overall performance
of the company to face the competition.

On the other hand, consumer movements co-
ordinate their forces and demand not only tech-
nically efficient products but also safe products
accompanied by a service. They are loyal to a
brand as long as it represents a value. Quality
has a price, but not anyone.

* Innovating in quality approaches.

* Concepts: quality assurance and total quality become more
important.

* The development of ISO 9000 standards by ISO in 1987 and
their revision in 1994 and 2000: A repository on the quality
management that improves efficiency, operating and econo-
mic performance, and the quality of their products and ser-
vices.

* Interest in total quality extends its concern to the overall func-
tioning of the company, by focusing on management and

competitiveness, putting people at the centre of the process.

(Source: DCI 2006)

Principles of Quality
in IS0 9001 Standards
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ISO TC 176 Committee: Management
and Quality Assurance, worked on the im-
provement for the 5th time of the ISO 9001

standard, in order to adapt more to the in-
dustrial and intentional markets, and on the
other hand to meet the needs and expec-
tations of companies. The latest revision of
the ISO 9001 standard and the 2015 revision



provides a more exhaustive summary of
the principles for successful quality man-
agement in a company, namely: Client ori-
entation, Management responsibility, Staff
involvement, Process approach, Improve-
ment, Evidence-based decision-making, Re-
lationship management with stakeholders.
These mentioned principles have been
improved compared to the 2008 version,
in order to focus more on the sustainabil-
ity, environmental and corporate aspects.
The preventive section has become increas-
ingly effective for solving problems and
threatening situations in the product and
service realization. In addition, the 2015
version incorporates the concept of process
risks and opportunities, allowing SMEs to
properly analyze the risks and opportu-
nities that they face. This section favours
the preventive orientation of the standard
(Bouaouine, Zouhir, 2018, pp. 60-62).

Principles of Management
in the TQM Approach

TOM is defined according to several
studies as a school of thought, which aims
to optimize quality by adopting a quality
management approach, which aims to ob-
tain a broad mobilization and involvement
from the whole company, to achieve per-
fect quality. It is based on the participation
of all the actors of the company which is
oriented towards the total satisfaction of
the interested parties, as well as the prof-
itability and the good results of the com-
pany.

Since the end of the 1970s, the TQM ap-
proach has been adopted by several or-
ganizations across the world, particularly
in the United States, Australia, Europe,
Japan, China, etc. Many researchers claim
that TQM is a holistic approach to quality
management, allowing companies to build

Significance of Quality Principles

a competitive advantage (Bouaouine, Zou-
hir, 2018, pp. 60-62).

As part of my research, the management
principles with a TQM approach are Client
orientation, Top management, Employees
involvement, Techniques and tools, Con-
stant improvement, The quality of the com-
pany culture, Training.

Principles of Lean Management

A LEAN method is an approach in-
vented and raised by the giant Toyota,
and which is applied mainly in the mili-
tary field, within large companies like
Lockheed, Rolls Royce, and Boeing. The
method is based on the principle of elim-
inating all the waste of value within an or-
ganization. Toyota has benefited from the
positive results of this approach through
(Driss Meddeb 2012): the increase in prod-
uctivity by 40%; the decrease of produc-
tion defects by 20%; the decrease of dead-
lines by 50%.

The principles of the Lean Manufactur-
ing approach are a set of managerial prin-
ciples aimed at eliminating all wastage,
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all along the value chain, because a waste
of a good or service is not paid by the cus-
tomer, but by the company only. Several
studies have been published to define the
exhaustive list of the principles of the Lean
approach, some of which we will mention
subsequently.

Five principles for Lean Manufacturing
have been identified (Womack, Roos, 1990),
(Milosan 2014): to define the value; to
identify the value chain; continuous flow;
pull system (from the customer request);
Aim for perfection.

Thereafter, Licker defines the Lean ap-
proach as a philosophy and a long-term
strategy for companies whose successful
implementation is based on the knowledge
of all types of waste that exists at the level
of the production chain, and to be able
to eliminate them (Pankaj et al., 2013,
pp- 40-44). Licker defined these wastes as:
excessive production; waiting time; un-
necessary tasks; unnecessary movement;
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unnecessary transportation and handling;
stock in excess and uncontrolled; product
defects, which generates an additional cost
for the correction; insufficient skills exploi-
tation.

The implementation of Lean requires
the involvement of the whole company
staff, as well as a process optimization and
more importantly, solving everyday prob-
lems.

Licker argues that the Lean approach is
based on 14 principles: Founding decisions
related to the company and the production
chain, on a long-term philosophy; Organ-
ization of the production in flow piece
by piece to update the problems; Use of
drawn systems (to avoid overproduction);
Smoothing of production; Create a culture
of immediate problem solving; Standard-
ization of tasks; Visual inspection; Reliable
technology; Training managers who know
the job well; Training of people who will
apply the Lean approach; Enrich and de-
velop the partnership network and sup-
pliers; Interaction with the field, for a bet-
ter understanding of the problems; Con-
sensus decision making; Systemic Thinking
and Continuous Improvement.

When we talk about the Lean approach,
we must think at the same time as these
three components, that the combination
together promotes the success of the ap-
proach. The first component is the Lean
Thinking which is a way of thinking that
is based on the definition of elements
that increases the additional value from a
customer point of view, and at the same
time ensures the uninterrupted flow of the
production chain, by continuously improv-
ing to reduce the sources of waste. When
we talk about the Lean approach, we must
think at the same time at three components
which combined together promote the suc-
cess of the approach (Moeuf et al., 2015).



The Management Approach
with Six Sigma Method

Like the Lean method, the main objec-
tive of the Six Sigma method is to satisfy
the customer, but by reducing the costs
and at the same time improving the level
of quality. Contrary to the previous method,
Six Sigma is based on the statistic meth-
ods to reduce process variability, which
may contribute to the decrease of product
or service quality, and subsequently gen-
erate additional costs of repair or non-com-
pliance.

In the Six Sigma methodology, the pur-
suit of the quality level corresponding to
3 to 4 defects (or errors) per million oppor-
tunities, takes place according to one of
the two main continuous improvement
models associated with Six Sigma: DMAIC
or DFSS. DMAIC is an acronym that char-
acterizes a standard method of process im-
provement through the elimination of prob-
lems, which is achieved through the steps:
define, measure, analyze, improve and con-
trol (Dean, Bowen, 1994, pp. 392-418).

The Six Sigma concept is based on the
normal law, using the Gauss curve. In the
traditional approach, the organization aims
for a level of quality corresponding to +3
standard deviations, ie 99.73% of compli-
ant elements and 2700 defective units per
million (defective parts per Million). Con-
versely, the objective of the ,Six Sigma
Process” is to obtain, for the same toler-
ance range (in the specifications), a qual-
ity level of + 6 standard deviations, which
corresponds to 0.002 defective parts per
million. In the statistical approach, we
can calculate the process quality with the
capability indicators that must reach the
values Cp = 2 and Cpk = 1.5 in the Six
Sigma process (Leseure Zajkowska, 2012,
p. 20).

Significance of Quality Principles

According to Simanova (2015), the ad-
vantages of the six sigma method are sev-
eral, of which we can mention the follow-
ing ones: Decrease unwanted process var-
iations, and complete process stability by
avoiding unplanned events; Six Sigma is
a method for eliminating process level de-
viations; Improved communication bet-
ween top management and employees.
The Six Sigma method has several bene-
fits, it can be used for different levels of the
quality management system and ensures
continuous process improvement through
the use of efficient methods and tech-
niques.

Conclusion

The improvement of a quality manage-
ment approach in a company has become
a necessity, in order to guarantee sustain-
ability, and survive in international and
local markets. All the quality management
approaches mentioned above, adopt prin-
ciples that are based on continuous im-
provement, the employee’s involvement,
and leadership. They are, therefore, the
stages of the success of each quality ap-
proach.
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,Perception is real N 11

it is not reality.”

2.
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Stress in the Academic Environment

Loredana-(ristina Dascalu, Iuliana Grecu
University POLITEHNICA of Bucharest, Romania

R g Nt»ddém;*ean be stressed due to different stressors such as academic, bealth,
financial, lose a [riend, etc. The case study presented in this article consists of

ree questionnaires meant to detect stress in people working in the academic

environment. Stress in the academic situation can bave both positive and negati-

e co{r__zsequences. According to Greenberge and Baroon, stress is personal, physio-

&\ l@z"c&fl and emotional reactions against the stimulus. Stress has been associated
‘with major life events and changes in life. Over the time, many of the studies con-
ducted in the field of stress took have been targeting the academic environment:
the students or even the entire staff. Stress is a common and inevitable component
in the lives of every individual, regardless of race or cultural background. As per
affirmation of, the student’s academic learning and performances can be affected
by many factors such as gender, age, teaching staff, economic condition, family’s,
accommodation, insufficient sleep, illness, job responsibility as a student, etc.
The concept of stress still remains a subject that is open to debate, and other
approaches will continue to exist.

., 4
k"{ “un ”_.

Keywords: stress, academic stress, stress and performance

Introduction

The purpose of this paper is to detect
the stress level in university. We applied
the Cohen Williamson Questionnaire to
determine stress level. This study was
conducted during the one semester of the
academic year 2017-2018, at the Univer-
sity Politehnica of Bucharest in the group
of students to whom I taught the Stress
Management course.

Over the course of time, textbooks have
defined stress in various ways and below
are a few of the meanings attributed to

perception.”

Robert Delaunay
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stress. Stress can inhibit and suppress learn-
ing, which is called ‘unfavourable stress’
and is associated with inhibition of stu-
dents’ academic performance. Some of the
reasons why students perceive stress are
time pressure and the need to perform well
in the exams (Erkutlu & Chafra, 2000).
Other reasons why stress can occur are the
fear of academic failure (Kolko, 1980) too
many assignments or the competitions with
other students (Fairbrother & Warn, 2003).

Hans Selye, the founding father of re-
search in the field of stress, says that ,stress
is not necessarily something bad — it all de-
pends on how you take it. The stress of
exhilarating creative successful work is ben-
eficial, while that of failure, humiliation or
infection is detrimental” (Selye, 1956). So
the effects of stress depend on one’s posi-
tive or negative perception over the situ-
ation. Psychologist Richard S. Lazarus de-
fined stress as follows: ,a particular rela-
tionship between the person and the en-

vironment that is appraised by the person
as taxing or exceeding his or her resources
and endangering his or her well-being”
(Lazarus, Folkman, 1984).

The study is a novelty because it was
elaborated by the group of students after
they learnt for a few months about Stress
Management. It is very important to have
information about stress because it can
change the perspective of life and the way
in which we can see that a situation can
be a negative or positive one.

Experimental

The present case study was elaborated
by the group of students who was atten-
ding the course Stress Management for
one academic semester. In order to verify
the validity of the hypotheses and to a-
chieve the goals that had been set, the fol-
lowing tool was used: the Cohen Williamson
Questionnaire, to identify the level of stress
(Dascalu, 2015).

For each question choose from the following alternatives:

0 - never 1 -almost never 2 -sometimes

3 - fairly often 4 - very often

L In the last month, how often have you been upset because of something that

happened unexpectedly?

2. In the last month, how often have you felt that you were unable to control the

important things in your life?

3. In the last month, how often have you felt nervous and stressed?

4. In the last month, how often have you felt confident about your ability to handle

your personal problems?

5. In the last month, how often have you felt that things were going your way?

6. In the last month, how often have you found that you could not cope with

all the things that you had to do?

7. In the last month, how often have you been able to control irritations in

your life?

8. In the last month, how often have you felt that you were on top of things?

9. In the last month, how often have you been angered because of things that
happened that were outside of your control?

10. In the last month, how often have you felt difficulties were piling up so high that

you could not overcome them?

Figure 1 — Questions from the Cobhen Williamson Questionnaire
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The Cohen questionnaire is a self-report
measure consisting of 10 items purported
to measure ,how unpredictable, uncon-
trollable, and overloaded respondents find
their lives” (Cohen & Williamson, 1988,
p. 34).

Each item is rated on a 5-point scale
ranging from never (0) to almost always
(4). Positively worded items are reverse
scored, and the ratings are summed, with
higher scores indicating more perceived
stress. Cohen questionnaire scores are ob-
tained by reversing the scores on the four
positive items. For example, 0 =4, 1 = 3,
2 = 2, etc. and then summing across all
10 items. Items 4, 5, 7, and 8 are the pos-
itively stated items.

Individual scores on the Cohen question-
naire can range from 0 to 40 with higher
scores indicating higher perceived stress.

Scores ranging from 0-14 would be con-

sidered low/without stress.

Scores ranging from 14-20 would be con-

sidered moderate stress.

Scores ranging over 20 would be con-

sidered high perceived stress.

The questions in this scale ask about
your feelings and thoughts during the last
month. In each case, you will be asked
to indicate how often you felt or thought
a certain way. Although some of the que-
stions are similar, there are differences
between them and you should treat each
one as a separate question. The best ap-
proach is to answer fairly quickly.

Results

In the current study, there were 30 re-
spondents to the questionnaires. The re-
search took place at the end of February
2018 and the respondents were students
of the University POLITEHNICA of
Bucharest. For the present study, the sta-
tistic indicators can be found below
(Table D).
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Table 1 — Data pertaining to the Coben questionnaire

The average for the group of 30 res- other 13 students respondents (approx.
pondents was 15,5 points. According to 44%) scored less than 14 points, therefore
the answers quota, results show that the falling outside the category of people under
group are not under heavy stress. Out of heavy stress.

the 30 respondents, a number of 11 stu- w0 _ ;
dents (approx. 36 %) had obtained sco- | Average = <=2\ nterview resuits; _ 465
red ranging from 14-20 which means that 0 90

they are under stress. A number of 6 stu- (D
dents (approx. 20%) had obtain scored |P ercentage of respondents

=15,5

higher than 20 points, thus falling in the with stress =1—1=O,36 2)
category of people under heavy stress. The 30
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Percentage of respondents Percentage of respondents who are not
6 1
under heavy stress = % =0,2 3) under heavy stress = 3—3 =0,436(6)~0,44 (4)
score

number of
respondent
Figure 2 — Coben Questionnaire results chart
Questionnaire respondents’ score
+
:
> respondents

Figure 3 — Representation of the Coben Questionnaire average
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The demographic data related to the questionnaires are presented below (Figure 4).

Figure 4 — Representation of the demographic data by gender
for the questionnaires in Romania

There were 30 questionnaire respon-
dents from the academic environment in
Romania, who took part in this study. In
that which concerns gender, out of the
total amount of respondents, 21 (70%) of
them were males and 9 (30%) were fe-
males. The research took place between
the months of September of the year 2017
and February of the year 2018.

Discussion

The key to reducing distress is provid-
ing student’s information about what to
expect, about the general concept of stress
management and to provide feedback

regarding what can be done to improve
their performance. The percentage of stu-
dents in this study which presented a low
stress level was 44%. Knowhow of the man-
agement of stress is of upmost importance.
The questionnaire was applied to see if
they are able to manage their stress well at
the end of the stress management course.
Therefore students should be helped with
different strategies to reduce their levels of
stress: develop and maintain the motiva-
tion and appropriate behaviour to reach
long-term goals, teach students that stress
can be more manageable.

Conclusions

The conclusions of the case study are
that the information received in the class-
room truly helps students to manage stress
and this confirms the need to implement
training programs. The aim of this paper
was to bring into discussion, on the one
hand, the necessity for more research on
occupational stress management.
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perception were
cleansed everything
would appear to man

as it is, infinite.”
William Blake
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Perception of the
Organizations Reputation
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Organizations need to acknowledge the necessity of adapting their activities to the
change of the final consumer’s bebaviour, as well as to the perception that the final
consumers have towards the organization. The awareness of the stakebolders’
perception towards the reputation of the organization at a certain time is highly
important. A good reputation in the marketplace where the activity is carried out
will definitely lead to performance. The present paper analyzes the perception of
some Romanian organizations. It uses the investigation as a method and the
questionnaire as an instrument applied to some clients of foodservice companies.
The purpose of the research was to identify the perception of some stakeholders
towards the reputation of some Romanian companies, as well as to identify some
solutions that would change the existing perception at a certain time.

Abstraet

Keywords: reputation, climate, image

The Concept of Repulation

The new business environment that in-
cludes permanent consumer behavioural
changes requires organizations to give rep-
utation an appropriate consideration. Spe-
cialists from a number of fields have been
concerned with defining the concept of
reputation and with establishing elements
that would contribute to the development
of a good reputation for the organizations.
Their studies have led to the conclusion that
,2the key elements of the reputation are:
performance, financial performance, prod-
ucts/services, leadership management, eth-
ics, identity, brand and organization image”
(Lloyd, Mortimer, 2006) and that constituents

how we look
at things, and not
how they are

in themselves.”
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have been established for each of these
elements, such as: ,achievements, trust, cli-
ent satisfaction, stakeholders’ loyalty, pro-
vided quality, flexibility, innovation, ap-
preciation etc” (Lloyd, Mortimer, 2000).

Reputation as

PERCEPTION

Reputation as

JUDGEMENT

Perception of the Organizations Repulation

By analyzing the definitions given to rep-
utation, Mattcartmell (Mattcartmell, 2014)
classifies them from three perspectives,
namely: as perception, as appreciation and
as an organization’s asset in Figure 1.

Reputation as

AN ASSET

Figure 1 — Reputation definitions
(Source: Mattcartmell, 2014)

Back in 1965, Levitt defined reputation
as ,the clients’ perception towards what
they know as good or bad, trustworthy, re-
spectable about a company” (Levitt, 1965).
Later (in 1996), Fombrun defined reputa-
tion (from the same perception perspec-
tive) as the ,perceptual representation of a
company’s past action” (Fombrun, 1990).
In 2000, Bennett & Kottasz redefined rep-
utation as ,the perception towards what
the company had developed over time”
(Bennett, Kottasz, 2000).

For marketing specialists, reputation is
,a concept that covers all aspects of corpo-
rate marketing: image, identity, branding,
personality, corporate associations and
communication” (Bennett, Kottasz, 2000).
Shamma’s opinion is that specialists from
this area define reputation ,in an abusive
manner, by using marketing elements,
which would have led to a misunderstand-
ing of the concept itself” (Bennett, Kottasz,
2000).

According to other specialists, reputa-
tion ,is the guarantee of the quality of the
products, the guarantee of some efficient
strategies” (Sandu, 2012). Also, reputation
,can be a key factor for an organization’s
success, but it may well be a contributing
factor for the organization’s failure”
(Behesh, Korouki, 2013).

Permanent research has led to other
conclusions concerning the concept of rep-
utation. Therefore, reputation was consid-
ered by other specialists to be ,a direct in-
fluence on the workforce” (Behesh, Ko-
rouki, 2013). Others considered reputation
Lthe result of the development of an organ-
izational culture and history” (Iyamabo,
2015). Based on this research, there was
developed a model that covers several ele-
ments such as mission, reputation, culture,
environment and communication (Lloyd,
2007), in Figure 2.
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Figure 2 — Model Bick, Jacobson & Abratt
(Source: Iyamabo et all, 2015)

In this model, the authors consider that
feedback is important for elements like
reputation, image, environment, feedback,
mission and philosophy, culture, personality
and strategic management (Lloyd, 2007).

As a response to the specialists’ concerns,
Charles Fombrun and Cees van Riel found-
ed The Reputation Institute in 1997, which
operates globally (Reputation Institute).
They have conducted and are currently still
conducting research in the field of repu-
tation and they have released new con-
cepts regarding this, such as reputation
management, reputation economy, repu-
tation responsibility, good practice con-
cerning the management of reputation.

Kasper Ulf Nielsen (a collaborator of the
Reputation Institute), for example, issued
the concept of economy reputation, in 2014,
as a result of a research on 301 business
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leaders (out of 29 countries and 28 indus-
tries) on the complexity of the business
environment and the business reality as a
result of reputation (Reputation Institute,
2018). This concept was defined as ,a com-
petitive situation in which people make de-
cisions about relying companies on mar-
ket differentiation” (Reputation Institute,
2018) and 78% of the subjects, agreed to
the concept of economy reputation. The
results of the research concluded, ,16% of
these leaders admitted that they are capa-
ble of managing the reputation of the
company they come from”, 85% admitted
they are at the earliest stages of building
reputation, as the reputation management
was a new concept and they hadn’t used
reputation as a strategy of business de-
velopment” (Reputation Institute, 2018).



Moreover, the concern for the reputa-
tion of organizations led to the develop-
ment of a coefficient for measuring the
reputation, known as the RepTrak Coef-
ficient (Reputation Institute, 2018). In a re-
search published on the Institute’s website
(Reputation Institute, 2018), they analyze
the most world-renowned powerful com-
panies, in order to ,support the companies
in establishing the existing reputation at a
certain time, in protecting the reputation
they have and in establishing the business
impact on the reputation management”
(Reputation Institute, 2018).

To conclude with, it is highly important
for specialists from several areas to reunite
and define the concept of reputation as
clearly as possible, so that managers can
build, modify or change this reputation
within organizations, according to the
stakeholders’ perception.

The Impact of Reputation
on Organizational (limate

Specialists in the field analyzed the im-
pact of reputation on the organizational
climate and vice versa. On one hand, they
defined the organizational climate as ,an
individual perception of the behaviours
assessed and awarded by the organization”
(Wang, Rode, 2010). James and collabora-
tors (in 1977 and 1981) issued the above-
mentioned definition, which was agreed
and taken up by Wang and Rode following
a study conducted in 2010 on ,the rela-
tionship between management, identify-
ing some employees as leaders and the
innovative climate” (Wang, Rode, 2010).
The authors considered that there were
several dilemmas concerning the organi-
zational climate and the reputation with-
in the specialized literature and therefore
supported the managers from public and

private organizations by providing solu-
tions. They concluded, ,the organizational
climate moderates the relationship bet-
ween the transformational leader and the
employees’ creativity, so that the relation-
ship becomes weaker within a highly in-
novative climate than within a low innov-
ative one” (Wang, Rode, 2010).

Permarupan (2013) took over the defi-
nition given by Reichers and Schneider on
the organizational climate as ,the common
perception of the organizational politics
for practice and procedures”, which they
later developed by ,taking into consider-
ation the properties of the working envi-
ronment and the direct and indirect em-
ployees’ perception” As far as the authors
are concerned, the management of the or-
ganization needs to approach the external
factors that could influence the organiza-
tional climate and the employee’s behav-
iour towards his passion at work and his
tasks. This study, together with other stud-
ies conducted by specialists concluded
that, based on the perception that the
passionate employees have at work, they
would recommend the organization to
other stakeholders. This means that their
employees will recommend the organiza-
tions with a good reputation to stake-
holders more often than in the case of a
bad reputation.
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Later, Tsai analyses another definition
of the organizational climate enunciated
by Stone and collaborators, in which the
climate represented ,the employees’ per-
ception towards organizational features,
such as: making decisions and norms at
work” (Tsai, 2014). The author agrees with
the definition of the organizational climate
as ,a set of characteristics that describe the
organization, distinguishes the organization
from the other ones, lasts over time and
influences the behaviour of employees”
(Tsai, 2014). One can notice that in this
definition, the direct effect of the organi-
zational climate is the reputation built by
the organization over time. Likewise, the
organizational climate, reputation is built
over time, it influences the behaviour of
the stakeholders, it distinguishes between
the organizations and lasts over time.

To conclude with, the organizational
climate influences the reputation, but the
reputation influences the climate as well.
The stakeholders’ perception concerning
the reputation of the organization at a cer-
tain time will influence the organizational
existing climate. Possible candidates will
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head towards companies with a good rep-
utation because they perceive a good or-
ganizational climate. The employees will
recommend the company to all stake-
holders. Satisfied customers will also rec-
ommend the company to all stakeholders.
The managers need to be very well aware
of the reputation of the company they
come from in order to be able to attract
quality personnel. It is important that top
managers are aware of the effects of or-
ganizational climate on the activity of the
organization, in order to build a reputation.
The extremely complex business environ-
ment requires a special attention from the
organizational management with respect
to the effects of reputation on the organi-
zational climate. The distinction that or-
ganizations obtain needs to be preserved
over time and not destroyed.

The Impact oi Repulation
on the Organizational Image

The specialized literature states that
image represents ,how management ex-
presses key ideas to stakeholders through
products, communication, behaviour and
environment” (Hatch, Schultz, 2007). In the
definitions given to the concept of image
in the specialized literature, the concept of
reputation is also included. For example,
the British Standards Institute (1995) stated
that the organizational image represents
,the total of impressions and expectations
built by the organization in the stakehold-
ers’ minds” (Lloyd, 2007). Other authors
consider the image as ,organizational points
of view developed by stakeholders, the
overall outside impression of the organi-
zation” (Lloyd, 2007). Others consider the
image as ,the immediate impression of an
organization” or ,the personal perception
towards a company” (Lloyd, 2007). As far



as other specialists are concerned, ,repu-
tation and image are criteria that measure
the social performance of the company”
(Lloyd, 2007). All these image definitions
are actually the effects of reputation at a
certain time.

Specialists from the field tried to sup-
port managers by providing models that
would make them acknowledge the im-
portance of the organizational image and
of its relationship with reputation. Research
conducted over time highlighted depend-
ent or interdependent connections bet-
ween reputation and image. An example
is Fombrun’s model, in which the author
considers that ,the reputation of a corpo-
ration begins to become a product of its
image, together with its relationships and

MARKET PRESENCE
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performances” (Lloyd, 2007). A represen-
tation of Fombrun’s definition appears to
be as follows: ,The reputation of the or-
ganization = the organizational image + re-
lationships + performance” (Lloyd, 2007,
p. 32).

Another example is the model of Yeo
and colleagues, from a more recent con-
ducted research, which concluded, ,the
image is the equivalent of reputation and
the important component within it” (Yeo,
Goh, Tso, 2011) and a ,competitive sus-
tainable advantage would be a favourable
image and reputation of the organization”
(Yeo, Goh, Tso, 2011). Following a research
conducted in the retail field, they elabo-
rated a model in Figure 3.

CORPORATE IMAGE AND REPUTATION

Figure 3 — Yeo Model
(Source: Yeo et al., 2011, p. 206)

The research, which was carried out
within Chinese large retail companies,
started from the idea that ,image and rep-
utation are closely connected and one is
needed for the others that are about to be
developed” (Yeo, Goh, Tso, 2011). One
can conclude from the analyzed studies
that a good image of the company will
lead to a good reputation and vice versa.
Managers of companies with good repu-
tation need to manage it very well in order

not to affect the image perceived by the
stakeholders.

Reputation of Romanian
Organizations

The purpose of the research was to
identify the stakeholders’ perception re-
garding the reputation of some Romanian
organizations. The main objectives aimed
to: identify the perception concerning the
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reputation responsibility within Romanian
organizations, identify the perception con-
cerning the reputation and performance
of the Romanian organizations, and iden-
tify the ground of building a reputation
for Romanian organizations.

As for the methodology of the research,
the authors used investigation as a method
and the questionnaire as an instrument ap-
plied to a number of clients of some food-
service companies from Bucharest. A num-
ber of 100 clients from multinational com-
panies (37%), small and medium-sized com-
panies (36%) and the rest from national com-
panies and others were engaged in the re-
search. Most of the companies were from

the service sector (70%). Most of the sub-
jects were from the commercial-sales (21%)
and administrative (19%) departments. The
most numerous were the subjects with high-
er education (40%), then with postgraduate
studies (32%) and secondary education
(24%). The respondents were predominant-
ly men (57%). Most of the subjects (64%)
were aged 21-30 years old, and 24% of them
were aged 31-40 years old.

The first question was ,,.In your opinion,
the reputation of a compan) is given by Bu-
siness ethics”where the majority answered
that reputation was linked to business
ethics to a very large extent (36%) and to
a largely (34%), in Figure 4.
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Figure 4 — Reputation and business ethics



Another question was ,Do you agree
that a good reputation would influence
the economic aspects of the company”
where the great majority (93%) answered
that there is an influence between repu-
tation and economical aspects.

Another aspect taken into considera-
tion by this research was to establish the

clients’ opinion towards the responsibili-
ty concerning the reputation of the com-
pany. One can notice that regarding the
first question item (the general director is
responsible for reputation), most of the
subjects (42%) considered this to be true
to a very large extent in Figure 5 and to a
largely (33%).

to a very large extent
largely
to a small extent
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not at all r 40
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Figure 5 — Reputation responsibility- general director

The fact that the main responsibility con-
cerning reputation lies with the directors/
managers of the company is true to a great
extent for most of the subjects (40%) and
to a very large extent for 37% of them. One
can notice that most of the subjects con-

sider the general direction to be the main
responsible for reputation. Furthermore,
the same subjects considered the depart-
ment/compartment managers to be respon-
sible for reputation to a very large extent
and to a largely (77%) in Figure 0.
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Figure 6 — Reputation responsibility — department managers

From the point of view of the same sub-
jects, the main reputation responsibility
within a company lies with operative per-
sonnel to a very large extent (37%) and to
a largely (33%). For 71% of the subjects, the
main reputation responsibility lies with a
management team to a very great and great
extent. As for the company’s ownership,
the responses were very different, as only
29% agree to it to a very large extent. A sig-
nificant 51% of the subjects consider the
reputation responsibility to be assigned

to the ownership to a small extent, a very
small extent or not at all.

Another question was related to the
good reputation of a company and ele-
ments such as performance, products/ser-
vices that the company provides, innova-
tions made by the company, social actions,
and business ethics. The relationship bet-
ween the good reputation and the com-
pany performance is important to a very
large extent for most of the subjects (62%),
in Figure 7.
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Figure 7 — The relationship between good reputation and performance
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A significant 0.231 correlation (Pearson
Correlation) resulted in the size of the sub-
jects’ company and the performance of the
company based on a good reputation (cor-
relation is significant at the 0.05 level).

For the ,Products/Services that the com-
pany provides” item of the same question,
the great majority of the subjects (59%)
considered to a very large extent that the
reputation is based on the products/ser-
vices that the company provides. A very
small percentage (12%) didn’t consider that
reputation was based on the company’s of-
fer. A significant 0.226 correlation (Pearson
Correlation) resulted in the size of the sub-
jects’ company and the performance of the
company based on a good offer (correla-
tion is significant at the 0.05 leveD.

For the ,innovations made by the com-
pany” item of the same question, the great

Perception of the Organizations Repulation

majority of the subjects (78%) considered
to a very large extent and to largely that,
the reputation is based on the innovations.
As for the ,Social actions of the company’,
31% considered them important to a larger,
and 29% to a small extent, which could
mean that the subjects were not very in-
terested in the social actions taken by the
companies. , Business ethics”on the other
hand is highly important for the majority
of the subjects (70%).

Another question with several items was
if the subjects would recommend the com-
pany, they work for to their acquaintances.
One of these items was ,, Do you recom-
mend the products/services of the company
you work for” 62% admitted to doing this
often, while the rest of 38% did it very
rarely, Figure 8.
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Figure 8 — Recommending the products/services provided by the company

Another item referred to ,Recommend-
ing the company to investors” for the com-
pany the subjects worked for. Most of the
subject responded with often (55%) and
rarely (45%). A significant negative —0.223
correlation (Pearson Correlation) resulted
in the size of the subjects’ company and
recommending the company to some in-
vestors. For the ,Do you recommend the
company you work for to possible candi-
dates” item, most of the subjects (58%)
answered that they often recommended

the company to possible candidates for
vacancies.

Good reputation attracts possible candi-
dates because they consider the working cli-
mate to be a good one. Moreover, for item:
,Do you recommend a certain product or
company brands, others than the ones from
your own company”, the most common an-
swer was that this happens rarely. However,
there were also subjects who recommend
other brands than the ones of the compa-
ny they work for 46%) in Figure 9.
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The RepTrak Coefficient was also ap-
plied to the same subjects. In their opin-
ion, reputation is strongly influenced by
the following dimensions: products/ser-
vices (39%), governance (36%), behaviour
(35%), leadership (33%), innovation (33%),

40

performance

leadership

governance
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Figure 9 — Recommending other brands

workplace (32%) and financial perform-
ance (32%). One can notice that all these
dimensions have a significant influence
on reputation from the clients’ point of
view, in Figure 10.
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products/services

innovation

workplace

citizenship

Figure 10 — The influence of the seven dimensions on reputation,
according to clients’ opinion



On the other hand, the following di-
mensions, according to clients’ opinion,
excellently influence reputation: products/
services (31%) and innovation (25%). In the
clients’ opinion, reputation is influenced to
a medium extent by the following dimen-
sions: workplace (29%), governance (26%)
and innovation (23%). There is also a signif-
icant clients’ opinion that the governance
(22%) poorly influences reputation.

To conclude, one can appreciate that the
respondents consider reputation to directly
influence the economic results of the or-
ganization. In order for the results to be sig-
nificant and indicative for the managers
of the Romanian companies, the research
should be extended on more subjects in
the future.

Conclusions

The perception that stakeholders have at
a certain time concerning the reputation of
a company is important. According to the
conducted research, it depends to a very
large extent on business ethics. It is influ-
enced by the company performance, the
products/services that are provided, the
innovations made by the company. The
reputation responsibility lies both with the
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A Novel Set of Metrics
for the (lean Energy Deployment
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This paper aims to identify a novel set of metrics for a conceptual evaluation frame-
work able to depict the performance of a country on the clean energy path. This
implies the identification of a proper set of key performance indicators (KPIs) for
clean energy deployment and is based on Romania’s example. The first part of the
paper deals with the critical analysis of Romania’s fuel mix, and the country’s sit-
uation in the European context in terms of advancements in clean energy.

The second part of the paper identifies the most fitted KPIs to be used in order to
depict a given country’s clean energy performance. The findings of this paper
show that, despite real gains in European targets for clean energy, Romania has
still to unlock its real potential in the clean energy field and has to take into con-
sideration its technical sustainable progress. The conceptual evaluation framework
introduced by this paper allows the identification of suitable levers for the transfor-
mation of the economies to cope with the clean energy requirements. The findings
of this paper may be used by regulatory authorities and policymakers as support
Jfor more suitable and better-planned

measures and policies essential for clean ‘  J W .
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energy development.
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of the first industrial revolution, namely .
fossil fuels, as they are representing today ‘ \ ’ '
more than 85% of its primary energy con-

sumption (British Petroleum — BP, 2017). ” \‘
Their use has continued over the last 150

years due to their technical and economic
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accessibility, easy storage for all gas, liquid
and solid forms and the current structure of
the energy system (Connolly et al., 2016).
There are numerous declarations and com-
mitments regarding the need of energy sys-
tem radical transformation and its transition
to a safe, clean, green, with lower CO, emis-
sions and more efficient system (European
Commission (a), 2016; European Commis-
sion (b), 2016; Organisation for Economic
Co-operation and Development — OECD,
2015). There are also promising trends that
indicate that the global energy system is
starting to change, primarily due to inno-
vative technologies, but at a very slow pace
mainly due to lack of policy support (Inter-
national Energy Agency — IEA, 2017).
The impact of the energy system on ec-
onomic growth, welfare and environment
stimulated numerous studies to find alter-
natives for fossil fuels and recommended
the switch to renewable energy sources
(RES) (Momete, 2007). Literature presents
many approaches to evaluating the effec-
tiveness in implementing RES in different
countries, but some are limited to devel-
oped countries (OECD, 2017; Energy Eco-
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nomics Group (EEG), 2007). Moreover, they
are mainly focused on targets and com-
pliance with the targets (IEA, 2015; IEA,
2013), without allowing a more in-depth
comparison among the countries. Unfor-
tunately, all the employed approaches of-
fered practical yet limited scope and in-
sight (Nicholls et all., 2014). To address this
problem, this paper introduces an integrat-
ed approach based on an easy-to-apply
evaluation framework specifically tailored
to also accommodate the situation of emer-
ging economies. The identification of the
relevant key performance indicators (KPIs)
is inspired by Romania’s situation, a coun-
try with excellent scoring in the EU targets,
but with great lags in actual sustainable
energy deployment.

The rest of the paper consists of two
main chapters: the first one investigates the
clean status in Romania, while the second
one introduces a new set of KPIs able to
depict the clean energy deployment. The
conclusion part outlines the main findings
and the way forward.

Status of the (lean Energy
in Romania

The primary fuel mix in Romania still
relies on fossil fuels, about 74% of its pri-
mary energy consumption from 2016 com-
ing from oil, coal, and gas (BP, 2017). The
rest of about 8% comes from nuclear
energy, while about 18% comes from RES
(hydro-energy and modern). However,
both the production and consumption of
fossil fuels decreased over the years, re-
cording major negative growth rates, the
only sources with the major increase being
RES, (Table 1). The decline was mainly due
to the decrease of the consumption in the
industrial sector (Romanian Energy Reg-
ulatory Authority — ANRE, 2015).



Table 1 — Energy products production and consumption in Romania

A Novel Set of Metrics for the (lean Energy Deployment

Energy prpduptior] gnd Growth
oon_sumppon in Million tonnes 1990 | 1995 | 2000 | 2005 | 2010 | 2015 | 2016 cale. 9%
of oil equivalent/year ’
Production, all 229 | 144 63| 11.0 86| 88 82| -64
Consumption, all 627 473| 35.7| 391 338 | 326 | 33.1| -47
Production, oil 81| 7.0 63| 54 43| 40 38| -53
Consumption, oil 187 | 135 100 105 88| 92 95| -49
Production, natural gas 229 | 144 110 9.7 86| 88 82| -64
Consumption, natural gas 288 | 192| 137 139| 108| 9.0 95| -67
Coal production 83| 79 5.6 5.8 59| 47 43| -48
Coal consumption 127 | 10.8 .5 8.8 ] 58 54| -58
Nuclear consumption - - 1.2 1.3 26| 26 26| +107
RES consumption (hydro and

i o(oay o | 25| 38| 33| 48| 48| 60| 61| +146

(Sources: data compiled and calculated from BP, 2017)

At present, national targets based on the
use of RES exist all over the world, being
enforced in 164 countries, while regulatory
and fiscal incentives are applied in 145
countries all over the world (International
Renewable Energy Agency — IRENA, 2016).
In the European Union (EU28), the clean
energy targets were set at 20-20-20 for 2020
in comparison with 1990 (Official Journal
of the European Union, 2009), referring to
a 20% increase in RES consumption, 20%
improvement in energy efficiency and 20%
drop in greenhouse gases (GHG) emis-
sions. Moreover, in RES domain there was
also set a national binding target, depend-
ing on the country’s ability to incorporate
RES in the domestic energy mix, ranging
from 49% in Sweden to 10% in Malta (for
Romania the binding target was set at 24%).
In the transport sector, a binding of 10%
share of RES was also established. Current-
ly, the European Commission considers the
application of revised targets to be met by
2020, of 27% increase in energy efficiency
and new targets to be achieved by 2030
(European Commission, 2016).

Over the last years, Romania and the
rest of the EU countries registered a con-
tinuous enhancement of their energy ef-
ficiency and of their RES share in energy
consumption, (Table 2). By analyzing the
data, Romania is well above the EU mean
values for the main clean energy drivers,
already surpassing the targets set for 2020.
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Table 2 — Main clean energy drivers in EU28 and Romania (RO)

Target by | Compliance
Countryl\year | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 [ 2012 | 2013 | 2014 | 2015 2020,% | in 2015, %
EU28 Overall
energy efficiency | 6.40 | 8.00 | 9.50 |10.80|12.10| 13.40 | 14.80 | 16.00|17.00( 17.40 [ 18.10| 27 67
gains, %
RO Overall energy
ficiency gains, % 21.30(23.50(25.30 | 26.60 [ 27.90 | 29.40 | 31.10 (32.80|34.50 [ 35.80 | 3640 27 135
Mean EU28 share
of RES in gross
final energy 9.00 | 9.50 (10.50|11.10 [ 12.40|12.90 | 13.20 (14.40|15.20 [ 16.10 [ 16.70 20 84
consumption, %
RO share of RES in
gross final energy |16.30117.3017.10 [ 18.30 | 20.50 | 22.70 | 23.40 | 21.40|22.80 | 23.90 | 24.80 | 24 103
consumption, %

(Source: compiled and calculated from Odysee-MURE Database, 2017; Eurostat online database, 2018)

By analyzing more into depth the clean
energy drivers in Romania for 2015, judged
against the values from EU28 and the tar-
gets, the Romania situation is better than
most of the rest of the EU member states
(see figure 1). By analyzing the data, the
perception is that Romania scored remark-
ably well to all indicators, in comparison
with EU mean and targets, except the trans-
port ones. But the things should be put into
perspective, as for instance the CO, emis-
sions decreased, but also is the industrial
output. Since 1990 the industrial output has
decreased by 35% (World Bank (a), 2018),
therefore the CO, emissions reduction can-
not be correlated only with an enhanced
efficiency. Moreover, the industrial output
also includes the constructions, which were
on an ascending trend since 1990, therefore
the remaining for the manufacturing indus-
try is even lower. Another factor that en-
couraged this situation in terms of compli-
ance with clean energy target is the relying
on the very low consumption of house-
holds, as only 33% of the households were
connected to gas infrastructure at the end
of 2015 (Tuga & Dudau, 2018).

58  FAIMA Business & Management Journal

Identification of a New Set of KPIs

Selection of the relevant key per-
formance indicators. The KPIs are gen-
erally employed by businesses with the aim
to provide valuable information needed to
track the performance and formulate re-
quired adjustments to ensure success (van
Gorp, 2005). This paper follows a similar
approach and identifies the relevant KPIs
designed to depict the performance of
clean energy support in a given country.
The identified KPIs will be used on a sub-
sequent research to track the performance
in the clean energy field for a pool of coun-
tries and to provide specific information
needed for the success of the transition
towards a clean energy system.

Considering the analysis presented in
chapter 1 and the fact that the context is
what matters most in selecting the best ec-
onomiic levers in energy and environment
area (Phaneuf and Requate, 2017), a new,
more relevant, easy-to-apply, transparent
and reliable evaluation framework is con-
sidered for the clean energy deployment.
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a. GHG emission drop in
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Figure 1 — Clean energy status in EU28 in 2015 and common targets for 2020
(Source: compiled and calculated from Eurostat, 2018a; Eurostat, 2017; Odysee-MURE Database, 2017)

Volume 6, Issue 4 — December 2018 59



The framework contains two dimen-
sions: (1) technical progress and the suc-
cess of its implementation through; (2) sus-
tainable progress. The selection of the rel-
evant KPIs within the two dimensions of
the evaluation framework takes into ac-
count the relevancy for the energy field,
but also the sustainability related to eco-
nomic, social and environmental viable
indicators. Therefore, in order to identify
the most adequate mix of KPI for clean
energy deployment, the following data are
considered, classified under two main driv-
ers of performance: technical and sustain-
able progress. In such a way, by integrating
all the relevant KPIs into an easy-to-apply
evaluation framework the overall best and
worst performance may be furthermore
clearly and impartially identified.

(1) Technical progress in clean energy
package- showing the commitment
of countries to pursue on the clean
energy path

1. RES consumption in transport: indicates
the support of the Governments for the
development of RES in the transport
area.

2. RES consumption in electrical energy:
shows the support of the Governments
for the development of RES in generat-
ing electricity.

3. RES consumption in heating & cooling
(H&C): indicates the support of the
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Governments for the development of
RES in H&C.

4. Governments’ interventions in the energy
market: illustrate the financial and/or
regulatory support mechanisms from
Governments for energy.

5. Total environmental taxes: show the
pricing of environmental damage as rev-
enue used by Governments to foster the
development of clean energy.

6. Industrial development indicates the ac-
tual use of energy products, expressed
as industry value added (% of gross do-
mestic product-GDP).

7. Dealing with wastes: illustrates the en-
forcing of legislation by the Govern-
ments in energy efficiency area.

(2) Sustainable progress in terms of
clean energy deployment —expres-
sing gains obtained by countries in
their quest to implement the tech-
nical clean package

1. Energy security: expressed by the ener-
gy dependence for all fuels.

2. Energy affordability based on electrical
energy: expressed by the price of KWh
in purchasing power standard (PPS),
with all taxes and levies included.

3. Standard of living in energy terms based
on residential fuel selection: expressed
as a number of households connected
to the gas network.



4. Economy competitiveness: expressed
as competitiveness index of a country.

5. Environmental emissions: expressed by
greenhouse gases emissions (GHG) per
capita.

6. Energy efficiency: expressed by the total
energy efficiency gains for main sectors
of the economy.

7. Energy intensity of the economy: ex-
pressed by the consumption of energy
divided by GDP.

Concise discussion on the reasons
of the selection of KPIs. The first driver
of performance encapsulates indicators
that reflect the technical performance re-
corded by a given country. As the energy
system relies on three main individual sec-
tors, electrical energy, transport, and H&C,
they are included in the present selection.
Moreover, the Governments’ support is
seen as a major enabler of the clean ener-
gy success, therefore several indicators are
correlated with the actual energy policies
and measures.

RES in transport: this indicator is in-
cluded as transport is responsible for about
27% of global final energy consumption
and is mainly based on fossil fuels (IEA,
2017). Therefore, its support by appropri-
ate Governments’ measures is likely to pro-
duce a significant shift towards the success
of clean energy goals.

RES in electrical energy: this indica-
tor is selected as the advancement in this
field reflects the willingness of Govern-
ments to support RES development by ap-
propriate incentives and transformation
of the electrical infrastructure to incorpo-
rate intermitted RES.

RES in H&C: this factor is introduced
as the H&C in industry and buildings con-
stitutes globally 40% of the final energy
consumption, about 65% of this coming
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from fossil fuels (IEA, 2017). Therefore, the
political support of RES in this domain is
essential for energy savings based on ener-
gy efficiency and clean final energy car-
riers.

Total environmental taxes: this indi-
cator is introduced as its use is an oppor-
tunity for the Governments to incorporate
the pricing of environmental damage and
includes resource taxes, transport taxes,
energy taxes, and pollution taxes. Its use is
seen as dual, as a way to raise revenues,
but also as a means to discourage a given
unsustainable behavior.

Governments’ interventions in the
energy market: this indicator is consid-
ered as the actual policy packages in the
energy field in EU, intentionally, uninten-
tionally or by design, continued to support
energy consumption from fossil fuels ra-
ther than RES. Therefore, its inclusion is
an expression of the recognition of exter-
nalities and is expressed by the tax subsi-
dies based on tax reductions/exemptions.
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Industrial development: this factor
is introduced in order to place all the in-
dicators in a broader context and to bet-
ter correlate the environmental emissions
and energy efficiency with the actual in-
dustrial production.

Dealing with wastes: this indicator is
thought expressly for recycling rate of elec-
trical and electronic waste (e-waste) as it
shows the willingness of the Governments
to pursue the collection and recycle indi-
cated by the EU decisions (Official Journal
of the European Union, 2012). Its value
results from the multiplication of collection
rates of e-wastes with their reuse and re-
cycling rate.

The second driver expresses the gains
obtained by countries in their quest to im-
plement the technical clean package and
reflects the actual sustainable progress in
terms of clean energy deployment.

Energy security: this indicator relies
on energy dependence for all fuels and is
essential for the security of supply in EU,
where the fossil fuels are scarce and the
energy dependence was above 54% in
2015 (Eurostat, 2018 (b)).

Energy affordability: shows how af-
fordable are the electrical bills for house-
holds and takes into consideration the price
of KWh expressed depending on the actu-
al purchasing power of the consumers.

Standard of living in energy terms
based on residential fuel selection:
given the fact that urbanization is very im-
portant for energy-related indicators, this
factor is introduced to portray also the sit-
uation of countries with about 50% rural
population as Romania (World Bank (b),
2018) and is expressed as number of house-
holds connected to the gas network.

Economy competitiveness: expresses
how competitive is a given economy and
is based on individual competitiveness

62 FAIMA Business & Management Journal

index (Schwab, 2017), which is calculated
on elements relevant to clean energy as
technological readiness and innovation.

Environmental emissions: given the
tremendous effects of the energy system
on the environment, the environmental
concern is introduced here by consider-
ing the GHG emissions per capita.

Energy efficiency: shows the energy
efficiency gains obtained by a country on
main sectors of the economy: households,
industry, transports, and services.

Energy intensity of the economy:
illustrates how efficient is the consump-
tion of energy in a given economy and is
expressed by the consumption of energy
divided by GDP.

The (2 x 7) conceptual framework is
meant to holistically capture the actual
performance of a given country on clean
energy deployment and it constitutes an
easy-to-apply approach. The use of mul-
tiple indicators might be challenging as
the overall picture might be complex and
difficult to interpret. Therefore, the KPIs
are limited to 14 to prevent overcrowd-
ing and to keep the model easy-to-apply.



While the quantitative approach is beyond
the purpose of this work, the actual trans-
position of the conceptual framework into
an effective tool for performance assess-
ment presumes historical harmonized data-
sets for each indicator (data series covering
a long period of time for the countries in-
volved in the focus group). Therefore, the
actual application of this conceptual frame-
work is limited by the availability of data
for all the considered countries and years,
but this might be addressed by the appro-
priate customization of KPIs within further
research. This research containing the con-
ceptual evaluation framework will be con-
tinued with the actual identification of a
composite index of clean energy deploy-
ment in the EU member states.

The identified KPIs may be used by
policymakers as a support of up-to-date,
better designed, more coherent policies in
the area of clean energy. This, in turn, will
serve the multiple policy objectives in en-
ergy field related to reliability, affordabil-
ity, security of supply, climate change, and
toxic releases.

A Novel Set of Metrics for the Clean Energy Deployment

Conclusions

The world is on the quest to identify
the best means to address the energy
challenge in terms of consumption, secu-
rity, CO, emissions, and climate change.
However, despite the consensus on the
need for a change of the energy system,
the effective levers and the terms of this
change are still uncertain. The system
inertia, doubled by the market failure to
account the externalities needs a firm Gov-
ernments’ commitment on the path to a
clean energy future. The initiation and
enforcement of better-designed policies
and regulations in the energy field by
political actors may lead to a real shift of
energy towards a cleaner one. Therefore,
the purpose of this research was twofold:
to understand to real progress in clean
energy based on Romania’s example and
to identify an appropriate set of KPIs able
to depict the performance of a country on
the clean energy path. The KPIs included
the consideration of Governments’ con-
tributions and successes on this challeng-
ing road.

Nevertheless, institutional arrangements
(laws, regulations, enforcing administra-
tive structures) are to be better designed,
considering the rapid penetration of the
internet of things (IoT), referring to the
connectivity among physical and digital
environments through advanced tech-
nologies (Arshad et all., 2017). If the IoT
will revolutionize the world like the In-
ternet itself, over the next 10 years the dis-
cussions will fundamentally change.

Further research is on the way to quan-
tify KPIs with the aim to use the intro-
duced metrics to rank and classify the
clean energy deployment in the EU mem-
ber states.
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= .« Digitization is becoming more and more present in business, not just changes in
- consumer bebaviour, but the adoption of new technologies, tools and applications
£ s highly disruptive, with immediate impact on the business of all companies. This
: 47:( study aims to find out the degree of use of digital marketing by companies in
"~ Bucharest Romania. A questionnaire was produced and distributed to those
responsible for marketing in the companies so that the results were conclusive.
From the data extracted, it was possible to determine the most used methods for
 companies to promote and which of them contribute to the competitive advantage.
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Introduction

Both in traditional and online marketing,
the fundamentals remain the same: identi-
fying and describing the potential customer/
buyer, followed by designing what market-
ers call Unique Selling Proposition (USP),
that is, the unique factor the vendor argues
as being the primary motivation for the cus-
tomer to try a particular product or service.

Continuing classic marketing processes,
the next step in online marketing to make
an effective plan is to study the market:
identifying clients, describing their profile,
identifying online places where they spend
time. There are currently many tools to
carry out true marketing studies, whether
paid or free of charge, depending on the
allocated budget.

,Perception
is more important =
than reality. If someone§_ "N
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Regardless of the tactics created and
adopted by traditional companies, digital
marketing has proven to be ,a necessity
programmed”. Companies that already
have an online presence are developing
their marketing strategies and the rest is
rapidly upgrading their business models to
ensure compatibility with the ever-chang-
ing digital world.

Prior to that, small businesses focused
on competition on the local market. Glo-
balization and digitization have led to an
increase in both omnipresent opportuni-
ties and competition. Apart from effective
digital marketing ideas, companies need
to come up with strategies to impact their
audience. The only way to survive the
competition today is that this competition
along with the adoption of an effective di-
gital marketing strategy will take you one
step closer to achieving this goal.

The article aims to investigate the cur-
rent level of knowledge and use of digital
marketing in Romania. To customize the
results, a questionnaire for IT&C companies
are being built. It was distributed through
email and social media channels to com-
panies in Bucharest. After collecting the
answers given by the marketers, the authors
highlighted the most used digital market-
ing techniques and which of them have
helped to get a competitive advantage for
companies.

State of the Art

Numerous researches targeting digital
marketing and social media channels are
currently being conducted in order to dis-
play how companies can build their brand
awareness, attract consumers, obtain new
projects, etc. (Jaakonmiki, 2017) conducted
a quantitative study to determine how mes-
sages from Instagram users influence. His
purpose was to determine certain patterns
to help marketers create engaging content.
It is difficult for companies to develop ef-
fective content in marketing campaigns,
which is essential in engaging consumers.
Banner (2018) focused on establishing the
relevance of digital business presence.
Thus, he organized interviews with multiple
companies to determine what a digital
presence is, the obstacles encountered and
proposed recommendations based on
them. In his research, Teixeira (2018) per-
forms a qualitative analysis to determine
key factors in adopting a marketing strat-
egy for a start up. Companies just on the
market have a fragile structure, low resour-
ces, which is why you need to first analyse
how they are affected by the adoption of
technology. The author uses focus groups
to find the views of marketing specialists.

Today for small businesses, online mar-
keting is an opportunity to build strong
customer relationships, as highlighted in
Nikunen’s study (2017, pp. 171-188).
One issue is to maintain these long-term
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relationships. The researcher analysed the
degree of understanding of strategies for
digital marketing tools used by small com-
panies. An individual analysis of various
marketing tools is carried out by Camilleri
(2018, pp. 85-103) to boost awareness of
a company’s products and help build a
general marketing strategy. Thus, accord-
ing to his research, it is proposed that man-
agers should keep in mind the market, mis-
sion, measurement, resources, media, and
objective.

The use of websites and social network-
ing by people has led companies to focus
on developing relationships with consum-
ers, as reflected in Khasawneh’s (2017,
pp. 1-10) article. Within it, the social net-
works and the defining characteristics of
each are detailed and an approach to social
marketing tools is explored. Wilson (2018)
interviewed 110 people responsible for
marketing in small and medium-sized busi-
nesses to see their knowledge of digital
marketing. He found that although most
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use them, they are not used at full capaci-
ty due to limited capital. He recommends
through the results that these companies
should consciously decide on online plat-
forms, has a structured plan and complies
with it.

In his paper, Iankova (2018) explains
the differences between the use of social
networks by B2B and B2C companies. He
conducted a focus group study, obtaining
449 responses. The analysis made shows
that B2B use these social means for a global
effect. A scale for new resources is being
developed and theoretically validated by
Marchand (2018). He determines the social
resources that are characteristic of the media
and have an impact on social media mar-
keting and brand performance. By conduct-
ing a test, it is highlighted that this social
media strategy is important for small busi-
nesses, as others focus on social network
scanning and social media availability.

Given that one-third of the current pop-
ulation uses online media, the relationship
between the company and the consumer
is fundamentally changed. Qureshi (2018,
p. 47) proposes an environment in which
the relationships between basic variables:
brand equity and social media marketing
can develop. A considerable percentage
of the companies in Romania believe that
the competitive advantage can be obtained
by using social networks. The marketing
mix also includes social channels, and com-
panies use them in marketing strategies
they develop. Specifically, 87% of Roma-
nian companies say they use social net-
works in marketing, and 8% say they will
start using them in the coming period.
According to an analysis by the Financial
Market (2017), 80% of companies are seek-
ing marketing efficiency in social networks,
and over 50% are proposing to use it in
2018 as a channel to attract consumers.
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Romaénia Global

Facebook 93%

Linkedin Linkedin

Figure 1 — The most used social media channels
(Source: Financial Market 2018 a)

As you can see in Figure 1, the most used and LinkedIn — 14%, and globally: Face-
social media platforms for sponsored ads are book — 87%, Google — 39% and Twiter —
in Romania: Facebook — 81%, Google — 50% 18%, followed by LinkedIn with 17%.

100,00%

Figure 2 — The activities that use Social Media in Romania
(Source: adapted after Financial Market 2018 b)
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A percentage of 37% of Romanian com-
panies used daily social media channels,
31% once every 2-3 days, and 27% of them
post each week. Correlated with these re-
sults, on know that there is still a major chal-
lenge for companies in generating content
for social media, which has led to drop 12%
in the percentage of companies with daily
posts, in the past three years in Figure 2.

Methodology of the Study

The aim of distributing this question-
naire consists of verifying more hypotheses.
Thus, within it was used single, multiple
answer questions or Linkert scale. The ques-
tionnaire consisted of 15 questions designed
to verify the validity of the responses re-
ceived in order to obtain conclusions with
a high degree of credibility and certainty.
Including the non-validation of certain as-
sumptions is a positive factor in research,
indicating that they are not a necessity or
not relevant to companies today. The re-
search is a primary one and wants to de-
termine if IT & C companies in Bucharest
use digital marketing and on which online
promotion methods they emphasize and

Olivia Doina Negoild, Anca Alexandra Purcirea, Mirona Popescu, Andrei Niculescu, Catdlin Nicolae Coman

prioritize when marketing strategy is drawn
up. At the same time, it is desired to find
out which of these has led to a competitive
advantage in a growing market. Thus, the
questionnaire was distributed to the com-
panies in Bucharest between May and June
2018. This was answered by the people
who are part of the marketing department
if this exists, otherwise, the people who
are in charge of promoting the company
online, to collect relevant data. They re-
sponded individually to the study, which
consisted of an online questionnaire sent
by email or through social media channels,
in the form of a link that redirected the
respondent to the front page, the presen-
tation page. It ensures the confidentiality
of the data and the anonymity of the com-
pany, briefly describing the purpose of the
study and how to fill in the questions. The
form was made using Google Docs.

Results

After collecting the data from respondents
who answered the survey, the following re-
sults were obtained and interpreted through
graphs and diagrams in Figure 3:

%)

Figure 3 — Usage of digital marketing
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Today, using digital marketing is a must
for companies that want to have an online
presence. Most consumers find out about
the existence of services/products by acces-
sing the Internet from mobile devices or
laptops, computers. Any company that de-
velops software and hardware is aware of
the technological progress and its existence
in people’s lives, which is why they try to

reach them through digital means. As a
result, a majority of respondents 95% con-
firmed the fact that they use digital mar-
keting channels. The results of this diagram
are favourable to the study, as the follow-
ing answers in the questionnaire will con-
tribute to the relevance of the paper in
Figure 3.

30
27 (67,5 %)
2
0
0(0%)
g I
1 2 4 5

Figure 4 — Online presence of a company

As mentioned earlier, people are trapped
in numerous activities throughout the day,
which is why much of their free time is
spent on socializing channels, blogs, the In-
ternet, to keep up with various information,

to make transactions, shop, etc. It can be
seen from Figure 4 that 67.5% of the IT&C
companies that responded to this ques-
tionnaire claim that they have a high online
presence and 17.5% a very high one.
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Micro Enterprise  Small Enterprise  Middle Enterprise  Large Enterprise
Figure 5 — T)pes of enterprises

In Bucharest, IT & C field has grown
strongly, both through multinationals such
as IBM, ORACLE, but also through the
emergence of small and medium-sized bu-
sinesses. The questionnaire was intended
for the last ones, as it is more difficult to
claim a new company and distinguish it
from others that produce also software
products. As shown in Figure 5, the ma-
jority of respondents who completed the
questionnaire work or have micro-enter-
prises, followed by those in the small and
medium-sized enterprises category. There-
fore, the results of the study will have the
highest degree of relevance at the micro-
enterprise level.

85% of SMEs were founded after 2010,
while 15% appeared between 2000-2009
in Figure 6. Given that the current paper
focuses on the usage degree of marketing
channels and their influence on increasing
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the number of clients, one of the main ob-
jectives of the survey was the fulfilment of
the questionnaire by a majority of respon-
dents who selected the option ,2010-2018”,
because the implementation and use of
marketing channels has become more
common and complex during this period,
especially in Romania, and the respon-
dents’ knowledge about these notions can
be much wider.

According to the study, the predominant
digital marketing channel, which is usually
the one where is allocated the largest share
of the budget, is represented by the web-
site. Figure 7 displays that the website re-
mains in the top preferences for the mar-
keting strategies made within the Roma-
nian enterprises. One reason for choosing
the biggest amounts to be invested in this
channel within SMEs is the ease of build-
ing a site and the fact that any company
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Figure 6 — SMEs date of foundation
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wishing to consolidate their brand and
generate online conversions requires, first
of all, a well-developed and responsive
website. In addition to this, there is now
wealth of tools, platforms, companies and
resources that help create a structured web
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page with a flawless design and detailed
content that contributes to the surfing ef-
ficiency of Internet users. A 25% per cent
of companies invest in social media cam-
paigns, where people choose to spend
more and more time.
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Figure 8 — Company preferences on social media platforms

It can be noted in Figure 8 that Face-
book is still a leader when referring to so-
cial media and information sharing, hold-
ing 90%. It is followed by LinkedIn 72.5%,
which contributes to an important part of
the IT&C companies because most of the
companies and employees have a profile
created on it. LinkedIn puts more empha-
sis on developed projects, employee knowl-
edge, promoting the company through
these key elements, unlike other social
channels that attract the customers via
images, videos, and advertisements.

A percentage of 65% of the companies
that participated in this study in Figure 9
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responded that the website played a deci-
sive role in gaining competitive advantage.
Permanently improving it as well as keep-
ing up-to-date information on its pages, the
way data is presented, the way people are
browsing, the adaptability to many elec-
tronic devices is causing the consumer to
make a decision about a company in in-
formation technology.

Conclusions

In this highly developed era of the In-
ternet, where everything is driven by tech-
nology and digital, online Marketing is
needed to address the needs or challenges
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of a company. Digital Marketing requires a
well-executed strategy involving planning,
testing, execution, maintenance and eval-
uation. Digital marketing can be outsourced
to companies entirely dedicated to this
activity, but this study wants to see its
level of existence and implementation in
small-scale companies in Bucharest. It can
be noticed that the IT & C domain has de-
veloped especially since 2010 since then a
growing number of companies have been
registered. This fact helps the present study
because the means of online promotion
have grown in the last years, especially in
Romania. Due to the low budget, these
companies cannot afford to engage firms
that specifically deal with marketing, which
is why they are focusing on building a re-
sponsive and structured website to attract
potential customers. Therefore, this study
consists in distributing a survey to IT&C
companies from Bucharest in order to
determine the use of digital marketing, the
social media channel preferred by them,
and the means through which a company
can achieve its competitive advantage.
After analysing the data collected through
the questionnaire, the following conclusions

were reached regarding the use of digital

marketing channels and their role in achiev-

ing the competitive advantage:

J The results are relevant, especially at the
micro-enterprises level, which dominates
with 62.5% in this survey;

J The data obtained are up to date as most
respondents argued that SMEs owned
or for which they were working were
set up between 2010 and 2018, being
young and modern. Thus, the conclu-
sions obtained will help in formulating
future marketing strategies;

J The popularity of using digital marketing
channels is confirmed, as 95% of respon-
dents chose to answer affirmatively the
question , Do your digital marketing chan-
nels use your company as part of the pro-
motion strategy?”

J The marketing channel in which SMEs
choose to invest the largest share of the
marketing budget is the 75% website, it
is vital at the moment for a company
to own a website;

J The main objective of the paper is sup-
ported, namely that the use of the web-
site influences the achievement of the
competitive advantage of a company.
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