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EDITORIAL

Synergy,
Solution for Efficiency

that the manager has yet also another role in the organization. It is known that

a manager is to be efficient. Efficiency is a philosophical concept. One aspect of
efficiency is technical yield that has to be subunitary. Economic efficiency is desired
to be greater than one. This can be explained by the fact that there are not taken into
account all the efforts, and the resources considered are not evaluated to their true
value. But there is also a third explanation, which consists in the way that managers
lead activities to create synergy.
In nature there are phenomena that lead to increased effects, which are analyzed by
the synergistic science. The explanation for this phenomenon consists of the way it
makes the transition from one state to another. Initially a structure can be in disorder.
But introducing energy in disorganized structures, they self-organize, and another
state appears.
To get a higher effect, the systems must start from a simple structure, then energy
is inserted, and thus self-organization occurs, leading to superior effect. Simple initial
structures are obtained by the organization, and it is necessary that the existing
structures are simplified. A specific element is that the system is self-organized, as if
an ,invisible hand” would intervene. This would be achieved when there is a perfect
link between the effects obtained, and the efforts. In addition, the system must have
feedback relationships that give robustness of the effect.
The issues adjacent to synergistic behaviors that were only partially resolved by now
are the problem of cooperation, the problem of complexity,
and the self-organization problem. Philosophers have found
for some time the importance of cooperation. Pursuing per-
sonal interest does not lead to success, because social actors
do not fully control the actions that can satisty their interests.

T he articles contained in this issue of the FAIMA Journal are intended to show

is a beginning.

So an actor needs to consider the social system, where part- Keeping together
ners can be found. Synergy in a system is linked to its com- is progress. Working
plexity, given by the number of elements of the system and ’ together is stuccess.
the relationships between them. A complex system has A (Henry Ford)

properties that can not be explained by studying its compo-
nents. Small actions, but with great resonance greatly influ-
ences systems, especially in bifurcation points. It was also
observed the ability of complex systems of self-organizing.

Volume 2, Issue 2 — June 2014

3



4

As a result of self-organization a new struc-
ture emerges, without being imposed by an
external agent. It is as if there is an intelli-
gent force in charge of the organization.
Organizations have certain features neces-
sary to achieve synergy. They are open
systems, non-linear, complex, dynamic, and
they are composed of subsystems that must
work together to achieve the organization’s
goals. Synergy can be achieved in various
ways, but especially through cooperation
and by the creation of strategic systems.
Companies combine external collaboration
with internal collaboration to minimize
costs, hence resulting externalizing or inter-
nalizing activities. Internal cooperation imposes definition of an ,internal market”
where internal customers and internal suppliers act. Internal cooperation requires
organization. Synergy was taken into account when theorized division of physical
labor and division of intellectual labor.

H. Simon, one of the first researchers of synergy found that synergy is also given by
the number of hierarchical levels. Given the specialization of labor, the pyramid struc-
tures occurred. But to achieve self-organization, organizations should have circular
structures, spiral structure (such as sunflower formation, the model of morphogenesis,
cyclones etc.), or honeycomb structures. If there is a greater autonomy of people,
then the self-organization occurs.

The strategies developed depend on the desired type of economy. There can be the
economies of scale (quantity produced increases and tends to MES — minimum effi-
cient scale); economies of time (learning effect reduces the execution time as experi-
ence curves); network economy (there is a cost reduction by combining expertise of
network organizations); purpose economy (resources are used for many purposes).
Synergy in strategy refers to the compatibility between individual strategies chosen.
Possible solutions to achieve synergy are teamwork and introduction of human energy
into the organization. New structures pursued (honey-
comb, spiral, etc.) can be carried by working in teams.
The team members support each other, influence each
other, they have same roles successively, and they help

7~ [he combined cffecteC N unconditionally. Energy is obtained by directing staff.

\Y 7

of individuals in This involves coaching, namely guiding subordinates for
collaboration that achieving specific tasks. Thus the operator becomes
exceeds the sum of thein, stronger professionally (empowerment). The second
activity that creates energy is motivating. The role of
motivation is to create operators’ willingness to win.
A third way of creating energy lies in how it exercises
command.

individual effects.

Prof. Sorin Ionescu
Editor-in-Cief

FAIMA Business & Management Journal



SECURITY SOLUTIONS
IN SOCIAL SYSTEMS

Bogdan Tiganoaia
Politehnica University of Bucharest, Romania

= \Ihis paper is a study regarding some security solutions and standards. Cryptographic,
S biometric and steganographic mechanisms and the practicability of them are described.
g --QZ&@ paper presents considerations regarding the applications of biomelrics (biomelric
<. passport, access control), the systems based on digilal fingerprint or signalure, a stegano-
. graphic system and a model for information security assurance in organizations
- designed and implemented by the author. Aspects regarding research in the field of
- Steganography and steganalysis and ISO 27000 security standards are also the focus

~ pointis of the paper.

Keywords: security, standards, solutions, steganography, biometrics

INTRODUCTION

All over the world, security plays an ‘

(J \.

of a dynamic evolution where security as- GZZZ{ Zﬁ;ﬁgig_es _ .
surance means power. According to EU ‘ P 101 invariably € ‘
involve the cooperation
of many minds. I may be ‘
given credit for having blazed ‘
the trail, but when I look at the

subsequent developments I feel ’
of the actual international security medium the credit is due to others -

.,
which is in a continuously transformation. ‘ !‘ rather than to myself. ' ’

(Alexander

The September 11 attacks, the terrorist acts C ( . Graham Bel) .) —
in the world, international military context, . \ ’ ‘

the fight against weapons of mass destruc- - ’ et ‘.
tion etc. are the evidences that emphasize ’ \

the importance of security in the world

important role. Mankind is today in front .

policy, security assurance is one of the
European priorities. The necessity of se- \
curity assurance comes from the analysis \ V’

(adaptation [8]). The importance of the
security solutions and standards in this

* Correspondence to Bogdan Tiganoaia, email: bogdantiganoaia@gmail.com Volume 2, Issue 2 — June 2014 5
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field comes from the actual society, which
is very dynamic: the evolution of the
crimes; the evolution of the cyber-crime;
security mechanisms as a consequence
of the NATO entrance (in 2004) and Ro-
manian adhesion to EU (in 2007); infor-
mational society, characterized by online
transactions, virtual shops, e-commerce
etc.; globalization phenomenon.

In this context, it is very important to
know aspects regarding: the actual tech-
nologies, systems and mechanisms used
for security assurance; the security risks,
vulnerabilities and treats of informational
systems; the actual international standards
and settlements regarding security assur-
ance; the ability to implement models for
security assurance or to use secure systems.

This paper is a study regarding some se-
curity solutions and standards: biometric,

steganographic and cryptographic mech-
anisms for security assurance, a stegano-
graphic system and a model for informa-
tion security assurance in organizations
designed and implemented by the author,
ISO 27000 security standards etc.

1. Security Solutions
and Their Practicability

1.1. Cryptographic mechanisms

A first mechanism to assure attributes
of information security is cryptography.
Certain techniques of coding data repre-
sent a secured way to protect the commun-
ication between two entities. Cryptography
with secret or public keys is an example
of data coding scheme.

KEYS ENCHANGE — SECURED CHANNEL

= »
SENDER RECEIVER
ENCODED ENCODED DECODED
MESSAGE /\ > MESSAGE R MESSAGE | /| ~| MESSAGE
ENCODING DECODING
WITH CHANNEL WITH
SECRET KEY SECRET KEY

Figure 1 — Encryption with secret keys

Algorithms with secret keys (also called
symmetric algorithms — Figure 1) are char-
acterized by the use of the same key dur-
ing the coding process as well as the de-
coding stage. They are based on tradition-
al coding methods such as transposition

6 FAIMA Business & Management Journal

and substitution. The key needs to be
kept safe and should be known only by
the sender and receiver. There is one big
disadvantage regarding secret key algo-
rithms and that is the fact that you need
a secure channel between the sender and



the receiver in order to transmit the key
before the start of the coding process [1].

Asymmetric algorithms (encryption
with public keys — Figure 2) are charac-
terized by the fact that the coding process
doesn’t use the same key as in the de-
coding process. The private key must be
secret, but the public key can be distrib-
uted publicly. In case of an asymmetric
communication, every entity will have a
pair of keys (private and public). The
transmitter can code the message using

SECURITY SOLUTIONS IN SOCIAL SYSTEMS

the public key of the receiver, so that only
the receiver can decode the message by
using its private key. In case of an answer,
the receiver will use the public key of the
transmitter in order to code the message,
so that only the transmitter can decode
the message by using its private key.
Asymmetric keys are obtained using a for-
mula with large numbers, but the value
of a key can not be detected from its twin
key [1].

SENDER RECEIVER
ENCODED ENCODED DECODED
MESSAGE /\ > MESSAGE K MESSAGE | /| >| MESSAGE
ENCODING DECODING
WITH CHANNEL WITH
PUBLIC KEY PUBLIC KEY

Figure 2 — Encryption using asymmetric keys

1.2. Biometric mechanisms

Biometrics (gr. bios = life, metron = mea-
sure) defines methods of unique recogni-
tion of a person based on one or more
intrinsic features (fingerprints, retina and
iris scans, the geometry of the hand and
finger, vocal and facial recognition).

Biometric systems appear in the second
half of the 20" century, at the same time
as the rise of computerized systems. The
field of biometrics recorded a boom in
usage during the 90s and began to be used
in everyday applications in the first decade
of our century. The most frequently used
biometric systems are: the digital finger-

print, retina, iris, face, voice scans and
digital signature. There are two categories
of biometric systems: static biometric sys-
tems — digital print, hand geometry, iris
scan, face characteristics; dynamic bio-
metric systems — voice, signature.
Biometric systems can also be classi-
fied as: systems with physiological char-
acteristics — physiological characteristics
are generally linked with body features:
fingerprint, hand geometry, iris recogni-
tion, DNA etc; systems with behavioral bio-
metric characteristics — behavioral charac-
teristics are related to the behavior of the
person: the way he walks, the voice etc.

Volume 2, Issue 2 — June 2014 7
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(onsiderations on Systems Based
on the Digital Fingerprint

The identification of a person using a
digital fingerprint system is scientifically
based on the properties of the papillary
sketch: uniqueness and stability. The
uniqueness of the papillary sketch was
observed by scientists based on practical
experience and studies made in this field.
The scientists reach the conclusion that it
is impossible to have two people with
the same fingerprints, each finger having
unique characteristics. We can mention
the changes caused by age and certain
diseases, but the shape (structure) of the
papillary sketch remains the same (only
the dimensions may change), which makes
the digital fingerprint to be one of the most
important methods of identifying people,
used especially in the field of security [1].
The studies made by experts in the field
of digital fingerprints and information

technology have materialized in the cre-
ation of several biometric systems (known
as A.F.LS. — Automated Fingerprint Iden-
tification System). Today, these systems
are in a continuous state of improvement
and expansion on a global scale. The ad-
vantages of A.F.LS. systems with an archi-
tecture that is modular and flexible come

from practice and refer to [2]:

a) the automation of some operations du-
ring the process of analyzing the fin-
gerprints (selection of data, comparing
the fingerprints);

b) precision and flexibility (the analysis
of millions of fingerprints/minute);

¢) automated coding of any fingerprint;

d) direct reading of the fingerprint from
the persons finger without the need for
the classic finger scan;

e) the possibility of processing the image —
the user can add, enhance, etc. Figures
3, 4 and 5 show the A.F.ILS. system [2].

-al“&l’o

E Wiees o | Son

e (S YT = e e -

Figure 3 — A finger mark coded with A.F.IS.

8 TAIMA Business & Management Journal
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Figure 5 — Demonstrative plate obtained using 3D technology

(onsiderations Regarding Biometric
Systems Based On The Digital Signature

The digital signature represents a digital
form of the holographic signature. It refers
to data attached to information in order
to obtain security, has the same function-
ality and applicability and presents a high

level of security. The main security attrib-

utes assured by the digital signature are

the integrity of the data and the non-repu-

diation (there are no doubts regarding the
identity of the person who signs). The ad-
vantages of digital signatures are:

1) by using the digital signature, the docu-
ment can be made official even though
the signer is at a great distance from the
document;

Volume 2, Issue 2 — June 2014
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2) non-repudiation is assured, meaning
that the signer can’t say he didn’t sign
the document;

3) integrity of data is assured, so that,
any modification on the data causes a
cancellation of the digital signature;
If we are referring to devices that cre-

ate digital signatures, these can be either
software applications or hardware devices
properly configured. A device for creating
digital signatures must have the following
properties:

1) it must not allow the data used to create
the electronic signature to be deduced;

2) it must not make any modification on
the data that has to be signed;

3) it must have mechanisms for assuring
the confidentiality of the data which the
electronic signature was created with.

Applications of biomelrics

The first use of biometrics is access con-
trol, the aim of such devices based on

biometric elements is to monitor people.
Biometric devices for access control com-
bine security with comfort and are very
widespread: in airports, inside companies
or military institutions, banks, hospitals
Oor even prisons.

The biometric passport

According to art.1 (2) from the Euro-
pean Regulation No. 2252/2004 [2], pass-
ports and traveling documents include
memory support that contains a facial pic-
ture and digital storage support in opera-
ble formats. The data is secured and the
storage support must have sufficient ca-
pacity to guarantee the integrity, authen-
ticity and confidentiality of the data. The
biometric elements from passports are
used only to verify the authenticity of the
document and the identity of the owner
based on the comparable elements. In
Figure 6 [2], some of the elements of the
biometric passport are presented.

Figure 6 — Elements of the biomelric passport

10 FAIMA Business & Management Journal



They are used in the fight with the
plagiarists, in the field of copyright pro-
tection. A. Fabien defines steganography
as the science of hiding secret messages
so that nobody, except the sender and
the receiver, can suspect the existence of
a message — security through obscurity.
Actual steganographic mechanisms can
be grouped in three categories [3]: through
injection — the secret data is hided in an
cover data (image, sound etc); substitu-
tion — the secret data replaces a part of the
source files, cover-data; by propagation —

MESSAGE

SECURITY SOLUTIONS IN SOCIAL SYSTEMS

a software application is used; it has as
input the data to be covered and it has as
a result a text, image, video, audio etc. file
that is created by the application based
on the input data.

An example of a steganographic sys-
tem implemented by the author on the
CELL BE parallel architecture is detailed
presented in [3] (the design, the imple-
mentation, the analysis of some security
parameters etc), but the block diagram is
shown in Figure 7. The steganographic
system uses two entities for communica-
tion: an encoder to code the secret mes-
sage and a decoder to extract it.

ORIGINAL
IMAGE

l - lﬁsg,AGE

Figure 7 — The block diagram with the steganographic system

One of the examples used the image
presented in Figure 8, where was hidden
the secret message. There were no visu-

Figure 8 — 7The encoded image

al differences between the encoded and
the original image (Figure 8 vs. Figure 9),
but the first one contained the message.

Figure 9 — The original image

Yolume 2, Issue 2 — June 2014
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2. A Model ior Information Security
Assurance in Organizations

An example of a solution designed and
implemented by the author in an organi-
zation is detailed presented in [3] (the de-
sign, the implementation, a case study
etc.), but the block diagram is shown in
Figure 10.

The model is based on ISO 27001:2006
and ISO 17799:2005 and tries to bring to-
gether, through an original thinking, as-
pects regarding international standards in

INPUT

Top management
undertaking
regarding
information
security assurance

Information security
risk management

Investments in information
security

Periodiocally trained
employers regarding the
importance of the

information security
assurance

]ﬂcumy

regarding H.R.

the field of information security. The model
is not an exhaustive one (depending on
the organization, other security measures
might be implemented), it is suitable for
organizations that have as objective the
implementation and certification of an
Information Security Management System
according to international standards. The
main advantage of the model is that it can
be used for all types of organizations (in-

cluding small, medium and large compa-
nies) [4].

OQuUTPUT

Information security
assurance

Reliance to all
stakeholders

rlty of
atlonal

A powerful marketing
instrument

Acces co
i nforw \

Figure 10 — 7he model for information security assurance in organizations

3. Some Aspects Regarding
Research in the Field of
Steganography and Steganalysis

This section presents some actual re-
searches in the field of steganography and
steganalysis.

12 FAIMA Business & Management Journal

Approach for parallel steganalisys based
on data compression — the approach for
parallel steganalisys is proposed for the
detection of steganography manipulated
computer files, based on data compres-

sion. The criteria for detecting the hidden



secret information is proposed — the dif-
ference between the compression ratios
of the empty and full containers. A par-
allel algorithm for steganalysis has been
developed. The advantages of the devel-
oped approach through real experiments
with the 32-core cluster computer system
are shown [5], [6].

The realization of parallel stegoanalysis
with a cluster system — the detection of
steganography manipulated computer files
requires the application of new methods
of steganalysis or using parallel high-per-
formance computer systems with the im-
plementation of already known methods.
A parallel algorithm for steganalysis based
on the chi-square method has been devel-
oped and his diagram is presented. The
advantages of the developed approach
through real experiments with the 32-core
cluster computer system are described in
(51, [71.

An approach for network steganogra-
phy based on RDP protocol — the research
presents an approach for creating a covert
steganographic channel for transmitting
textual information based on the RDP net-
work protocol. The developed algorithm
and software allow data transmission in a
dialog mode between two users. The re-
search shows that the speed of data trans-

mission in the network environment, the

SECURITY SOLUTIONS IN SOCIAL SYSTEMS

S ——

] : B
=

performance of intermediaries and their
number directly influence the throughput
of the secret channel and its reliability in
(71, [8].

Steganalytic software products — the re-
search deals with the popular steganalytic
software products, accessible through the
Internet to help the law enforcement and
intelligence/counter-intelligence computer
forensics examiners when conducting an
examination of the storage media. The pur-
pose and main features of the most po-
pular commercial products for steganalysis
are shown. The results of comparing the
features of the most popular programs
through coefficients of determination are
marked in [7], [8].

On the efficiency of steganographic
software — the report suggested indicators
of effectiveness of steganographic software.
More than 2,000 tests are presented in [9].

Semantic mapping of scientific terms in
English and Russian languages in computer
steganography — an attempt is made to

Volume 2, Issue 2 — June 2014
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define and analyze the semantic equiva-
lence of the basic terms in the new sci-
entific field — staganography in Russian
and English, to help professionals and
students, using the information sources
and writing scientific papers. More than
20 terms are defined. The paper could be
used as a beginning of creating dictionary
and thesaurus of the terms in this scien-
tific field [10];

Steganographic methods in network
layer of the OSI model — the research
deals with the options of using stego-me-
thods by protocols at network level for
forming covert data transmission chan-
nels. Some characteristics of these chan-
nels have been proposed. Directions for
protection of network steganographic
methods leaks have been pointed out [11].

Conclusions

Security plays a major role all over the
world. The necessity of security assur-
ance comes from the analysis of the actu-
al international security medium which is
very dynamic and in a continuously trans-

FAIMA Business & Management Journal

formation. In this context, it is a priority
to study some solutions for security assur-
ance such as: cryptographic mechanisms;
biometric mechanisms and their practica-
bility (biometric passport, A.F.1.S. and ac-
cess control using biometric tools); stega-
nographic mechanisms; steganographic
systems and models for information se-
curity assurance in organizations.

Software programs for security assur-
ance — the most popular software solu-
tions for security assurance are: antivirus
programs; firewalls programs; anti-spy-
ware programs; security suites. As regards
security standards, the standards from
ISO 27000 family are the most popular in
the field of security assurance [12].

It is also very important security solu-
tions and aspects regarding research in
the field of steganography and steganaly-
sis and ISO 27000 security standards to
be well-known.
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POSSIBILITIES AND LIMITS

OF FORESIGHT

Rolf Becks

Technische Universitat Darmstit, Germany

Abstract

Social systems need to make decisions in order to be capable of action. Whether a decision
is good or bad depends largely on the quality of the future-related information which

can be used during the decision-making process. This essential information for the plan-
ning and decision-making process is the main task of the future research. For the process

of decision-preparation, two types of future-related statements are relevant: the positivistic
Jorecast and the normative projections. Future research propagates not a passive accepi-
ance of future conditions; the resulls of the future research mean especially a call to
action. Future can be created and needs to be created.

KeyWOI'dS: information, decision-making process, positivistic forecast,

normative projections, future research

FUTURE RESEARCH AND PLANNING

In order to be capable of action, the so-
cial systems need to make decisions. De-
cisions, as basis of every conscious action,
can be either improvised or scheduled.

The larger the scope of a decision, the
greater the responsibility of the decision
maker is. And the bigger the responsibility
of the decision-maker for his act or omis-
sion, the more important is to prepare by
planning the upcoming decision. Planning,
a process which is upstream of the deci-
sion includes: (1) identifying current and
future problem areas, (2) setting goals,
(3) determining the current and future scope
for action, (4) putting up the alternatives for

FAIMA Business & Management Journal

action (i.e. objectives of systems), (5) the
estimation of the probable consequences
of each alternative and (6) the assessing

Nothing
truly valuable
can be achieved
except by the unselfish
cooperation of many

individuals.
(Albert Einstein)



of the alternatives in terms of their likely
consequences.

This six planning steps lead — in the
decision for one alternative (from the per-
spective of the planner: the best one) as
well as — in the practical implementation
of the decision.

At all stages of the planning process
outlined here, there is a lot of information
to process regarding the future. A full action
plan is basically oriented to the near or
distant future. ,Gouverner c’est prévoir”,
says a French proverb. And Sun Tzu, the
master of strategic thinking, states: ,The
reason why wise ruler and a good captain
beat the enemy wherever he may be, and
why their performance exceed the deeds
of ordinary people, is the knowledge in
advance” [1]. The more precise our no-
tions of future states and processes are,
the more we can act responsibly. Whether
a decision is good or bad depends largely
on the quality of the future-related infor-
mation which can be used during the de-
cision-making process. This essential in-
formation for the planning and decision-
making process is the main task of the
future research.

Under this science of future research,
named also futurology or Futures’ Re-
search, it can be understood all systematic
efforts aimed to obtain information about
the future of nature and culture. The sys-
tematic collection and processing of fu-
ture-related information is a multidiscipli-
nary and interdisciplinary effort. Future re-
search is therefore in the service of plan-
ning.

POSSIBILITIES AND LIMITS OF FORESIGHT

For the process of decision-preparation,
two types of future-related statements are
relevant: a) the positivistic forecast, b) the
normative projections. The analysis of this
paper begins with the positivistic forecast,
the hard core of the future research. , Thus,
it is foreknowledge that enables a brilliant
ruler and an excellent leader to triumph
over others wherever they move, while
producing useful achievements for the
numerous” [1].

Positivistic prognoses are declarations

sustained by arguments about what will
happen probably under certain circum-
stances. Positivistic prognoses provide
answers to the question ,What will it be,
if...?” The decision maker needs reliable
answers to this question in order to: detect
in due time the economical and social
challenges (i.e. configuration tasks), define

Volume 2, Issue 2 — June 2014

17



Rolf Becks

early the alternatives and develop in due
time the action alternatives for the up-
coming problems.

Thus, the positivistic prognosis func-
tions as it were a social radar system which
announces the chances to be offered as
well. Depending on how far the predic-
tion extends in the future, one differenti-

ates between short, middle and long term
prognoses.

The prediction of a singular (i.e. of a
spatially and temporally defined) event is
derived from at least a substantial hypoth-
esis as well as an appropriate description
of the application conditions of the events
to be predicted (Figure 1):

EXPLANANS

Basic Hypotheses (Theories)
Nomological Hypotheses,
Quasi-hypotheses and ad-hoc hypotheses
as well as other .incomplete explanations”

Implementation conditions
Initial conditions and marginal conditions

PROGNOSIS
EXPLANANDUM

Figure 1 — Positivistic Prognosis — The deductive prognosis model
(Hempel/Oppenheim,)

In case of hypotheses on which the
researcher of the future bases his predic-
tions, it is about nomological hypotheses,
quasi-hypotheses and ad hoc hypotheses
and other incomplete explanations.

Nomological hypotheses are general
statements on the nature of reality. They
are not subject to any spatial or temporal
limitation, are to be worded as condition-
al sentences (as ,if-then-statements”) and
are explained enough on an empirical
manner. Nomological hypotheses affirm
that under certain circumstances certain
effects appear always and everywhere
[2]. For the explanation and the progno-
sis of the processes in the realm of the
inanimate nature, we can rely on the em-
pirical well consolidated hypotheses in
form of the so called natural laws.
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Regarding the behavior of the social
systems, there cannot be issued generally
valid statements. Therefore, in the expla-
nation and the prediction of decisions and
actions of people and groups of people,
we need to resort to less reliable basic as-
sumptions, i.e. to quasi-hypotheses and
ad hoc hypotheses.

Quasi-hypotheses are to a certain degree
robust statements whose validity extends
on a defined time segment, to a defined
culture area and to a defined group of
people [3]. As an example, there is refer-
ence to different macroeconomic consum-
ption functions. We possess no consump-
tion function which is valid everywhere
and at any time. Using the ,tailor-made”
functions, we can explain the customer

behaviors for certain national economies,



to a certain degree and during a certain
period of time.

In case of ad hoc hypotheses and other
incomplete statements, certain experiences
and tendency statements are generalized.
Thus, we assume that along with growing
taxes the amplitude of illegal economy
grows too. The coming into force of the
legalities phrased in the hypotheses is
related to certain conditions, service con-
ditions. In case of service conditions it is
on one hand about the initial conditions,
and on the other hand about marginal
conditions of the events to be predicted.

The initial conditions mark the initial
position of a system, respectively the trig-
gering moments of an event. The marginal
conditions (respectively the minor details)
characterize those influences which go out
from the environment to the system or to
the event. The description of the service
conditions takes place in form of singular
statements.

The prognosis which is derived from
the present hypothesis/hypotheses and
the service conditions has also a singular

POSSIBILITIES AND LIMITS OF FORESIGHT

character. The quality of a prognosis de-
pends on: how sure its underlying hypoth-
eses are, and how reliable our knowledge
of the service conditions is. But these two
components of a prediction prove them-
selves to be only conditionally resilient.

Real economy hypotheses, the argu-
mentation basis of each rationally based
prognosis, are not verifiable. In the case
of each hypothesis, it exists the possibil-
ity that some time in the future it will fail
in experience. A hypothesis which by the
present has not been refuted by strong
enough falsification attempts possesses
only the status of a temporarily ,proved”
statement. The hitherto existing confirma-
tion of a hypothesis is just no proof for its
certainty respectively its truthfulness [4].
Since the hypotheses used for the expla-
nation of the reality can never be valid,
certain respectively true, the predictions
derived from them bear always the stain
of uncertainty.

We assume that hypotheses which
have not been rocked in the numerous
endurance tests offer a reliable basis for
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predictions as hypotheses with a minor
degree of proving capacity. Thus, if hy-
potheses can be used for prediction goals,
all their service conditions must be known
at the moment of the drawing up of the
prediction.

As a rule, the service conditions are not
stable in time (not constant in time flow);

so they must be themselves predicted
again, with the aid of the appropriate
hypotheses and their service conditions.
The prediction of the service conditions
of the second prognosis phase conditions
the knowledge of future service condi-
tions, and so it leads to an endless re-
gress (Figure 2):

Step 3: Basic Hypotheses
= Prognosis = Prognosis
Implementation conditions

Step 2: Basic Hypotheses
= Prognosis = Prognosis
Implementation conditions

Step 1: Basic Hypotheses
=> Prognosis = Prognosis
Implementation conditions

Figure 2 — Positivistic prognosis — The endless regress
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,This infinite regress could be disrupted
only in the so called ,closed systems”, as
it is obtainable reliable enough for exam-
ple in experience situations of natural sci-
ence. In social sciences such systems can-
not be presumed and also not construct-
ed” [5].

Since the endless regress cannot be
practically performed, it is avoided usu-
ally in every day predictions, so that the
multistage process of prediction of service
conditions is simply abandoned after the
first stage, or the ad hoc hypotheses re-
garding the validity of the service condi-
tions are prepared during the prediction,
or the service conditions are interpreted
as dimensions which can be manipulated



through our action. The avoidance of the
endless regresses with help of avoidance
maneuvers leads however to the situation
in which they are taken as basis for the
most disputable assumptions concerning
the predictions to be made.

The more distant a prediction is from
the present, the bigger is the risk that the
premises which are taken as basis for the
prediction lapse and that new influence
forces which were not considered in the
basic approach of the prediction which in-
fluence the event to be predicted, appear.
The explanations about the deflection of
prediction from hypotheses and service
conditions make clear the limits which
result from the positivistic prediction.

The disillusioning conclusions which
is to be derived from the methodological

(Basic) quantitative method

POSSIBILITIES AND LIMITS OF FORESIGHT

considerations are as follows: all the jus-
tified statements about future situations and
developments are more or less uncertain;
the reliability of predictions decreases with
the expansion of the period of prediction.

The ways the future researcher goes
in order to provide the planner and deci-
sion maker with somehow valid informa-
tion about the future is presented below.
The researcher of the future can rely on
an important number of tested methods in
order to obtain reliable statements about
future circumstances.

The equipment of the prediction mak-
ers can be divided in two categories: on
one hand the large range of quantitative
methods, on the other hand the substan-
tial package of heuristic prediction tech-
niques (Figure 3):

Qualitative method

Forecasting horizon: short

(to medium)

— model-based method
Forecasting horizon: short
and medium

(= heuristisc rsp. Intuitiv-creativ method)
— zeutreihengestitzte method | — Surveys (aiming sale-prognosis etc.)
Forecasting horizon: shoit
- Delphi = Technique
Forecasting horizon: (medium and) long
— Scenario — Technique
Forecasting horizon: (medium and) long

Figure 3 — Positivistic Prognosis; Forecasting’s Taxonom)

The quantitative methods are used pri-
marily in the short and middle term pre-
diction. The heuristic methods are marked
through the fact that the theoretical find-
ings, practical experiences and also the
intuition of specialists are used directly in
the derivation of predictions. The store
of knowledge which a specialist has ob-
tained in his life until present serves the

researcher of the future who works in
heuristic methods as the decisive basis of
his predictions.

From the comprehensive instrumental
repertoire of the researcher of the future
three methods are presented as examples
within this contribution: the ,naive” extrap-
olating of the trend line, the Delphi tech-
nique and the scenario technique.
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Mark Twain affirmed _If I want to do
as those important scholars who intend
to prove that they know what took place
in the distant past or what will happen in
the distant future, I would have the best
opportunity here!...”. One should notice:
In the space of one hundred and seven-
ty-six years, the Lower Mississippi has
shortened itself two hundred and forty-two
miles. That is an average of one mile and
a third per year. Therefore, any calm per-
son, who is not blind or idiotic, can see
that in the Old Oolitic Silurian Period, just
a million years ago next November, the
Lower Mississippi River was upwards of
one million three hundred thousand miles
long, and stuck out over the Gulf of Mexico
like a fishing-rod. And by the same token
any person can see that seven hundred
and forty-two years from now the Lower
Mississippi will be only a mile and three-
quarters long, and Cairo and New Orleans
will have joined their streets together, and
be plodding comfortably along under a
single mayor and a mutual board of al-
dermen. There is something fascinating
about science. One gets such wholesale
returns of conjecture out of such a trifling
investment of fact [6].

The ,naive” extrapolating of the trend
line which is to be assigned to the quan-
titative prediction is a frequently practiced
method because of its simple use. In its
case, a prediction concept without research
of the causes, is about the fact that data
from the past belonging to a time series
lead to a future situation through their
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present final point, provided that a clear
pattern is to be detected. The extrapola-
tion of historical data takes place under the
assumption that the temporal development
of a process traces back to the effects of
certain laws, and that these laws deter-
mine in the future the course of the time
series. The exact laws are not researched
in the ,naive” extrapolating of the trend
line. It is simply assumed that every value
of the time series embodies the result of
all the influences that have become effec-
tive in this moment. The time factor serves
representatively to the description of the
,dominant tendency* [7].

The questionableness of these assump-
tions is obvious; the use of the  naive”
extrapolating of the trend line is therefore
defensible only within the short term plan-
ning and prediction. The main problem

of trend lengthener consists in the finding




of the mathematical function which to a
certain degree matches the data of the past
and moreover it is also plausible [8].
Through the use of future moments in
the assessed trend function, one can read
then the desired prediction values.

1.2. The Delphi Technique

The Delphi Technique is a special form
of the iterative research. Developed toward
the end of the fifties by Olaf Helmer and
his collaborators at RAND Corporation [9)],
it became quick a very significant instru-
ment for long term forecast. The Delphi
study published by the RAND researchers
Olaf Helmer and Theodore Gordon in 1964
regarding science, automation, aerospace,
weapons systems and demography is con-
sidered a significant pioneering-work in
the field of forecasting [10].

POSSIBILITIES AND LIMITS OF FORESIGHT

Important examples for the application
of the Delphi technique in Germany are:

- the two researches carried out by the
Fraunhofer Institute for Systems and
Innovation Research on behalf of the
Federal Ministry for Education, Science,
Research and Technology (BMBF),
aiming to develop the science and
technology, named after the years of
their appearance as ,Delphi’93” [11]
and ,Delphi’98” [12], as well as
the Delphi survey conducted in 1996 —
1998 on behalf of the BMBF (Federal
Ministry for Education, Science, Re-

search and Technology) on ,potential
and dimensions of the scientific soci-
ety, its impact on educational proces-
ses and educational structures” [13],
its first part (,Wissensdelphi”) being
realized by Prognos AG and its second
part (,Bildungsdelphi”) being realized
by a research institute.

The Scenario Technique is a matter of

determining plausible alternative lines of
development of a system within the scope
of an intellectual game. One builds scena-
rios from the draughts derived from alter-
native acceptances of future structures,
procedures and organization forms of the
system to be examined. Exploring possi-
ble future states and activities of a system
occurs in several working steps.

The first step is to define the job, to
describe very precisely the object of the
investigation in his present situation, and
to fix the time horizon for the scenarios.
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The second working step serves for
identifying the relevant forces (the key
factors) from which the future develop-
ment of the system to be examined deci-
sively depends on, and for determining the
interaction between the single forces with
the help of an interdependence analysis.

The (real) forecast work is to be per-
formed in the third program segment.
For every key factor there are statements
to be met, as it will presumably develop in
future in view of his size and direction.
Some active forces show unequivocal de-
velopment trends; so they develop, and
do not change. Thus, for example, all signs
point to the fact that the globalization of
the economy progresses further and that
the shortening of the product life cycles
continues. With factors whose future is
uncertain, alternative acceptances are to
be compiled concerning their other way.
The undebated ones, as well as the alter-
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native statements for the development of
the relevant active forces are to be found-
ed carefully.

The aim of the fourth working phase
is to check the acceptances grieved on the
preliminary stage regarding their compat-
ibility, and to bundle up those statements
which are compatible with each other.

Some acceptances are free of contra-
diction together. So, for example, the ac-
ceptance of a stimulation of the domestic
demand harmonizes with the acceptance
of economic growth. However, other ac-
ceptances do not fit. Thus, for example,
the acceptance of a curtailment of eco-
nomic freedom ,bites” by the state with
the acceptance of an affluent increase of
the citizens. If somebody summarizes at
a time those statements, which get on with
each other together, one receives several
bundles consistent in it from acceptances.
Every of these bundles is the raw material
for quite a certain scenario.

On the basis of his various material
bundles of papers, the scenario writer
sketches alternative developing ways for
the system to be examined in the fifth
and final process step. Every acceptance
bundle consistent in itself flows into quite
a special scenario, i.e. in a report which
acts of what will be if the key factors of the
system change in quite a certain manner.

The uncovering of each other of diver-
gent developing options leads us away
from the fixation on quite a certain fu-
ture. The futurology which helps itself to
the Scenario-Technology is thinking in al-
ternatives.



POSSIBILITIES AND LIMITS OF FORESIGHT

SN  (oncsions

No planners and decision makers can o
The future research, as a constitutive

manage their work without specific target . _
element of strategic planning, has two

values and ideals. Using the foresight, ) ,
8 8 main tasks: the production of grounded

these goals and values are further devel- L
statements about future situations, and

oped i.e. they must pass to the future pos- the alignment of the goals and values to

sibilities. The ,What will be if...” statements

7 _ _ the future opportunities and risks.
of the positivist prognostics require the

Both the positivistic predictions, as well

addition of normative projections. Norma- . o
as the normative projections are created

tive projections make statements about

with the aim of releasing the forces ori-
what should be in the future, they are the 5

ented toward the actualization of the
drafts of the desirable future states and :

wished events, as well toward the pre-

processes. )

) o vention of the unwanted future events.

Because these normative projections

o _ Future research propagates not a pas-

should not slip into utopian, they must . .

o . _ _ sive acceptance of future conditions; the

be critically verified both in terms of their

) ) ) results of the future research mean espe-

logical consistency and in terms of the pos- . .

e o ] cially a call to action. The message of the

sibilities of their implementation. Moreover, .

) _ ) Futurology is that future, can be created,

the implementation of not feasible ,better

) ) and needs to be created.
world” models can have disastrous con-

sequences.
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LEADERSHIP ISSUES
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AT paper is addressing the complex phenomenon of leadership in the framework

—
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e ofpm]ect management. As learning critical lessons from business practices is belping
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INTRODUCTION especially for engineering students who are
encountering a highly exposure to project

The new context of global market with management skills.

a highly competition on customer has led

to important changes in the business prac- ‘ ’ ‘ .

tices. The increased customer focus re-
‘ Competition '
LS has been shoun &

1o be useful up to C N ‘
N l

quires developing customized products
and services and much closer relationships .

a certain point and no
Jurther, but cooperation,

with the actors involved. These powerful L/
environmental forces contribute to the \

. . . which is the thing we must
rapid expansion o.f project @anagement \r’ strive for today, begins wherd
approaches to business requirements and competition leaves off.
opportunities. ‘ (Franklin D. Roosevelt) '

Project management is no longer a spe- ‘ .
cial-need management and it is rapidly be- . \ ‘ ‘
coming a standard of doing business. To-
day, more and more employers are looking ” \‘

for graduates trained in project manage-
ment. This subject is of increasing interest
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1. Theoretical Framework

In today’s business world, there are
plenty of powerful environmental forces
that contribute to the increased demand
for good project management across all
industries and sectors. The compression
of the product life cycle becomes a com-
petitive advantage, more and more com-
panies relying on cross — functional project
teams to get new products and services
to the market as quickly as possible. The
global competition enforces companies to
reduce costs and to offer cheaper as well as
better products and services. Thus, project
management with its focus on time, cost,
and performance, is proving to be an effi-
cient way to get things done. The increased
customer focus has also prompted the de-
velopment of customized products through
project work. More and more executives
are assuming the roles of projects manager
in the attempt to satisfy the unique needs
and requests of clients. Consequently,
project management appears to be ideally
suited for a business environment requir-
ing innovation, flexibility, accountability,
and continuous improvement.

Moreover, the historical changes have
created a tremendous market for core
project work in the diverse areas, such as
construction and telecommunications, as
Eastern European countries strive to revi-
talize their inefficient industries and infra-
structures. In this light, it is well known
that engineers possess a strong set of skills
that enable them to do extraordinarily
well in certain types of managerial work.
Regardless of this, engineers are expect-
ed to possess the necessary knowledge,
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perspectives and tools in project manage-
ment areas that enable them to get things
done. As Chang [1] highlighted in his
book, engineers are required to have in-
sight how to capture opportunities offered
by the emerging technologies, and to be
innovative in making better and cheaper
products in order to improve customer
satisfaction.

In the area of leadership issues within
project management field there are two
noteworthy competing aspects: the respon-
sibility to integrate assigned resources to

complete the project according to plan,




and the need to initiate changes in plans
as some problems make plans unworkable.
A valuable contribution to this matter has
been brought by Kotter [2] that has sug-
gested these two different activities repres-
ent the distinction between management
and leadership. Thus, management is about
coping with complexity whereas leadership
is about coping with change. Another in-
teresting distinction between management
and leadership concluded that leadership
is fundamentally a value choosing, and
thus a value-laden activity, whereas man-
agement is not. Leaders are thought to

2%
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do the right things, while managers are
thought to do things right [3, 4].

Although a large number of researchers
have paid attention to the leadership area,
there is no single correct definition. The
various definitions of leadership can help
to appreciate the multitude of factors that
affect this concept, as well as different per-
spectives from witch to view it.

Some leadership researchers have fo-
cused on studying the personality and
physical traits of the leader. They indicated
that many cognitive abilities and person-
ality traits are at least partly innate and may
offer certain advantages or disadvantages
to a leader [5]. But Huges, Ginnett, and
Curphy [6] have argued that formative
experiences may also influence many
sorts of behavior, nurturing and suppress-
ing different leadership qualities.

Another significant aspect of studying
the complex phenomenon of leadership is
related to the relationship between leaders
and followers. Creating highly motivated
and satisfied followers depends, most of
all, on understanding others. As Hunter,
Schmidt, and Judiesch [7] have suggested
in their findings, the followers could give
as much as 15% or 20 % more effort at
work that they actually do with no one,
including their own bosses, recognizing
any difference.

Obviously, the hardest topic to study
in leadership arena is referring to how
aspects of the situation affect the way
leaders act. Because people differ in
thoughts and feelings, and strengths and
weaknesses, leadership situations can be
very complex. Thus, some scholars have
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argued that organizational successes and
failures often get falsely attributed to the
leader, but the situation may have a much
greater impact on how organization func-
tions than does any individual, including
the leader [8].

Further developments in the scientific
literature underline how an understanding
of power has long been seen as an inte-
gral part of leadership. Current specialists
in the field have also emphasized the need
to conceptualize leadership as power phe-
nomenon [9]. Thus, for the purpose of the
research, the authors have focused on
the leader standpoint by examining the
phenomenon of power, as a key aspect
for being an effective project manager.

According to the literature, power is
defined as the capacity to produce effects
on others or the potential to influence
others [10]. The well-known scientist
McClelland [11] contended that one of
the basic human needs is the need for
power. Because this need is learned and
not innate, the power has been exten-
sively studied [12, 13, 14].

Distinguished experts in social science
have argued the power does not arise
spontaneously heaving reasonably clear
dimensions: position powers and personal
powers [15]. The position powers refer to
the organizational dimension of power
and encompass three types of power

sources: legitimate, coercive, and reward.
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Legitimate power is the base of power
that is anchored to individual’s formal
position or authority. Coercive power is
the individual’'s capability to affect nega-
tive consequences. Reward power is re-
lated to the extent that individuals obtain
compliance by promising or granting
rewards.

The personal powers — expert and ref-
erent — are based on the person rather than
the organization [15]. Access to these two
sources of power does not depend solely
on the organization. In the case of expert
power, people influence others because
of special expertise, knowledge, or skills.
Referent power operates in much the
same way, individuals influencing others
because they are liked and respected. As
Maccoby [16] has noted, referent power,
called charisma, comes into play when
individual’'s personality becomes the rea-
son for compliance.

Valuable researchers in the field have
made a clear distinction between power
and influence tactics. According to Kipnis
and Schmidt [17], the power is the capacity
or potential to influence others whereas
the influence tactics are the practice of
power used to change the attitude, opin-
ions, or behaviors of a target person. In
this are of influence tactics, researches
have yielded nine generic interpersonal
influence tactics, ranked in diminishing
order of use in the workplace: rational
persuasion, inspirational appeal, consul-
tation, ingratiation, personal appeals, ex-
change, coalition, pressure, and legitimi-
zation. Afterwards, other authors have
structured the first five influence tactics in
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soft tactics because they are friendly and
not as coercive as the last four tactics. Ex-
change, coalition, pressure, and legitimi-
zation are called hard tactics because they
involve more overt pressure [18].

Further developments have shown a
strong relationship between the power of
agents and targets and the types of influ-
ence tactics used. Purcdrea and Fleaca
[19] have proposed a systemic approach of
power — inputs, transformation process,
and outputs. During the transformation
process, managers use specific tools — po-
wer bases —, and techniques — interpersonal
influence tactics — to influence their sub-
ordinates.

Another significant contribution to ex-
ploring influence tactics was brought by
Blaine [20], who has defined three cate-
gories of influence tactics: power rests on
fear, power rests on correctness, power
based on principles. The first category
encompasses a variety of tactics based on
coercive power, such as pressure, legiti-
mization, sanction, upward appeal, and
assertiveness. The second category refers
to inter-related power arisen from bargain-
ing and trade-offs. These influence tactics
are better than the first one, but have
limited effects on individuals because of
the parts involved in influence process are
permanently monitoring the environment
aiming at identifying better opportunities.
The third type of influence tactics is based
on trust and respect from the others. The
significance of trust is deeply rooted in
personal values and principles such as
dignity, fairness, openness, the pursuit of
truth, and respect. For the purpose of this
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research, the authors have focused on
these three types of influence tactics: co-
ercive, interdependency, and leadership.

2. Research Methodology

Although by no means exhaustive, the
characteristics set for analysis — interper-
sonal influence tactics and power sources
— obviously yields clues about the norms
and values of Romanian IT Project Man-
agers. The IT sector has been chosen be-
cause of its strong new communication
technology influence.

The methodological approach was con-
sisted of undertaking a descriptive research
aiming at:

» Assessing the current practices of lead-
ership;

e Examining whether the differences ba-
sed on organizational variables — such as
experience and managerial role — affect
significantly the practices of leadership
in the context of project managers’ lead-
ership requirements.

As consequence, the paper is address-
ing three key objectives:

O1. Analyzing the Romanian IT project
managers’ power sources and influ-
ence tactics;

02. Studying the correlation between or-
ganizational variables of Romanian
IT project managers and the use of
power sources;

03. Studying the correlation between or-
ganizational variables of Romanian
IT project managers and the practice
of exercising power.

In order to attain the last two research
objectives, the following scientific hypoth-
eses have been developed:
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H,: The IT project managers’ experience
influences significantly the use of po-
Wer sources.

H,: The managerial role of IT project man-
agers influences significantly the use
power sources.

H.: There is a significant correlation be-
tween professional experience of IT
project managers and the practices of
power.

: There is a significant correlation the
managerial role of IT project mana-
gers and the practices of power.

2.1. Variables Measurement

Assessing the current practices of lead-
ership for IT projects managers has re-
quired structuring the characteristics of the
process in two types of variables: nominal
and attitudinal. The nominally scaled var-
iables are consisted of situational informa-
tion, such as experience and managerial
role. Furthermore, the attitude measure-
ment concerning leadership issues has
involved designing multiple-item scales.
Table 1 shows the structure of the rele-
vant variables of the research.

The process of developing the content
of each item concerning the research va-
riables assessment has drawn knowledge
from the relevant social science theories.
Position powers have been taken into
account important research insights about
the exercise of power in organizations
[21]. Examples measured the extent to
which respondents reward team mem-
bers’ performance, apply specific coercive
techniques, and use the legitimacy of
authority to make managerial decisions.



LEADERSHIP ISSUES IN PROJECT MANAGEMENT

Table 1 — 7The map of research variables

. Conceptual Operational
Researchivarsbics description description
Nominally Demographic | Work experience | < 1 year
Scaled Variables | variables 2-5 years
6-10 years
> 10 years
Situational Managerial role Strategic
variables Functional
Operational

Attitude Rating
Scaled Variables

The practices
of leadership

Power dimensions

Position powers
Personal powers

Interpersonal
influence tactics

Coercive
Interdependency
Leadership

Developing the items aiming at assess-
ing personal powers was measured adapt-
ing the results of researches in social sci-
ence field to the particularities of project
managers’ work [9]. The items assessed the
extent to which IT project managers de-
velop amiable working relationships with
project team members as well as the will-
ingness to build team loyalty. Furthermore,
items were measured the degree in which
IT project managers provide technical sug-
gestions and share considerable experi-
ence with project team members.

Coercive influence tactics were assessed
using adaptation of items from the Profiles
of Organizational Influence Strategies, POIS,
elaborated by Kipnis et al. [22] to the
project management context. Examples in-
cluded the extent to which project man-
agers agreed or disagreed that they invoke
the adherence with organizational rules,
order for compliance, sanction, and seek
support from superior management levels.

Interdependency influence tactics were
assessed using adaptation of items from the
work of Yulk and Falbe [23] and Yulk and
Tracy [24] to the project management con-
text. The items assessed the extent to
which project managers agreed or disa-
greed that they act in a friendly way, create
enthusiasm, and exchange of bargains.

Leadership influence tactics were as-
sessed developing items grounded in the
work of the distinguished researchers
Covey [25] and Blaine (2001). Examples
included the extent to which respondents
agreed or disagreed that they lead with
dignity, fairness, being guided by a core
set of principles in decision-making pro-
cess, and have a sense of purpose for the
common good.

The research was questionnaire-based.

The questionnaire had an adequate pat-
tern, starting with questions to evaluate
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the IT project managers’ attitude and fin-
ishing with questions for respondents’
characteristics. Dichotomy and open ques-
tions were used as well. Control questions
have been used as respondent filter, too.
The questionnaire was distributed to 50
companies active in Romanian IT sector.

The questionnaire was designed to
gather plenty of demographic information
such as gender, age, work experience, and

situational information such as type of man-
agerial role, organization type and structure.

Gender structure was rather unbal-
anced (71.1% men and 28.9% women).
Respondents’ age was mostly of 36-45
years (42.1%), 31.2% of sample was up to
35 years, and only 26.7% were older than
46 years (Figure 1):

RESPONDENTS PATTERN BY
GENDER

women _
29% ‘

RESPONDENTS PATTERN BY AGE

over 45 up to 35

Figure 1 — 7he respondents’ pattern by gender and age

As seen in Figure 2, the experience in
project management work was spread
mostly less than one year work experience
(26.6%); 33.3% of sample had between 2

Figure 2 — The respondents’ pattern
by professional experience

The structure of the sample in terms
of managerial roles was as follows: 28.9%
of respondents from strategic level such
as Portfolio Manager/ Director of Project
Management Office; 48.9% from functional
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to 5 years; 22.2% of respondents had 6-10
years of work experience, and only 17.9%
had more than 10 years’ experience in same
position.

RESPONDENTS PATTERNS BY
PROFESSIONAL EXPERIENCE

over 10

years up to 1 year
8% 37%

6-10years "
22% :

2-5years
33%

level such as Programme Manager/Project
Manager; 22.2% came form operational
level — Project Leader/ Project Specialist
(Figure 3).



LEADERSHIP ISSUES IN PROJECT MANAGEMENT

22% 4

29%

RESPONDENTS PATTERN BY
MANAGEMENT LEVEL

u Strategic Level
u Functional Level

« Operational Level

Figure 3 — The respondents’ pattern by management level

The respondents came from different
organization types such as: 24.44% form
budgetary organization, 68.89% from pri-
vate capital, and 6.67% from public capital
organization. From the structure standpoint,
68.89% of IT project managers’ complete
projects work within functional organiza-
tions, 22.22% in project-type structures,
and only 8.89% in matrix organizations.

Statistical procedures were applied for
data analysis, aiming to match the re-
search objectives. As shown in Tables 2, 3,
and 4, the central tendency was calculated
taking into account the way in which the
variables were measured, whereas the
chi-square statistic test (X*) was calculated

for testing statistical hypotheses.

Table 2 — The key leadership practices of Romanian IT project managers

Power . . . -
No: || 3 2 Description Arithmetic mean
dimensions/tactics

Reward power 4.09
1 [ Position power Coercive power 3.11
Legitimate power 2.87

E 7 42
2 | Personal power Epes power _9
Referent power 354
Building trust 4.35
Sense of purpose 4.32
3 | Leadership tacti .
3 cadershup tactics Consultation 3.34
4.00
Inspirational appeal 3.69
4 Interdependency | Ingratiation 3.34
tactics Exchanges 293
332
Pressure 3.18
Legitimisation 2.22
5 | Coercive tactics Sanctions 2.04
Upward appeal 2.07
2.37
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Table 3 — The key correlation of situational variables and power sources

Power

Legitimate Expert Coercive Referent Reward
power  power  power power — power

Sources

Situational

Variables

Experience [l Bz

in project 2-5 vears 3.00 413 213 3406 4.23
management [GERYHTE 2.90 4.40 3.10 3.70 4.15
work > 10 vears 268 4.43 2.68 3.37 3.39

Strategic level 2.84 4.38 3.15 3.65 3.90

Functional
level
Operational
level

Managerial
role

295 343 3.02 4.36 4.25

27 4.00 Bi

o
Ji
i
[y
D
-
(=]
¥

Table 4 — The key correlation of situational variables and the practices of leadership

Practices of Power
Coercive Interdependency Leadership
Situational tactics tactics tactics
Variables

Experience [BabBiss
in project 2-5 years 3.59 3.61 3.15
management JESTIEYETH 3.65 3.01 3.19
work > 10 years 3.42 3.36 2.99
Strategic 3.59 3,60 3.27
level
Managerial FRUNEERII 35 36 3.4
role level
Operational 353 362 3.47
level

3. Key Findings

Concerning the practice of exercise
power (Table 2), project managers are
likely to exercise their influence through
expert power (4.29) — stemmed from their
knowledge, reputation, and status —, fol-
lowed by reward power (4.09) and refer-
ent power (3.54). At the first glance, Roma-
nian project managers are professionals
with a solid foundation of knowledge in
project management, being aware of best
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practices in the field. The results point
out that at perceived level project man-
agers are likely to embrace leadership in-
fluence tactics (4.00) such as building trust,
sense of purpose, and consultation (table
3). As for as coercive tactics, the research
results underline the tendency of Romania
IT project managers to avoid the usage of
negative consequences in leveraging the
project team members. Interestingly, a pre-
vious research of Gallup on working be-
havior of Romanian employees highlights



their tendency to obey the orders of the
superiors, ensuring that coercive influence
tactics are usually occurring in obtaining
the subordinates’ compliance.

For the first scientific hypothesis, the null
hypothesis has been rejected; meaning that
the IT project managers’ experience in-
fluences significantly the use of power
sources. As data analysis reveals (table 3),
experienced project managers (more than
10 years experience in the field) tend to
use the expert power (4.43) in leveraging
their team members because they know
about work schedule and assignment be-
fore their employees do. Furthermore, the
less experienced project managers are
more likely to use legitimate power (4.29),
that comes into play when they obtain
compliance through theirs formal posi-
tion or authority.

Concerning the second research hypoth-
esis, the null hypothesis has been rejected;
meaning: the managerial role of IT project
managers influences significantly the use
power sources. As shown in table 3, proj-
ect managers come from strategic level,
such as portfolio managers or director of
project management office tend to use ex-
pert power based on specialized knowl-
edge. Although, some researchers argued
that expert power is not confined to higher
organizational levels, the project manage-
ment competence viewed as technical
expertise is a potential source of power.
There are a plenty of skills reflected at
the project managers’ competence, such
as the ability to answer questions, solve
technical problems, and excel in certain
kind of work. As for functional level, the
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data analysis reveals the tendency of proj-
ect managers to use referent power to get
people to cooperate and perform. In the
context of project management, referent
power comes into play when the project
managers obtain the team compliance
based on the authority of someone in a
higher position. Finally, at the operational
level, project managers are more likely to
use reward power that comes directly from
their ability to contribute to others’ accom-
plishing their work. Probably, the most
significant form of this power source is the
ability to respond to subordinates’ requests
for additional resources, or time to com-
plete a segment of a project.
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In the light of power practices, the third
and fourth research hypotheses have been
validated meaning that there is not a sig-
nificant correlation between professional
experience or managerial role of IT proj-
ect managers and the practices of power.
These results yield significant clues about
the practices within the project manage-
ment community: project managers, re-
gardless of their managerial role, tend to
influence through interdependency tactics
stemmed from bargains and trade-offs.
The findings draw the explanation from
the characteristics of project management
work. The success of the projects depends
on how project managers manage the

trade-offs among time, cost, and perform-
ance. Moreover, they have to build co-
operative networks among different com-
peting parties — project stakeholders — in-
creasing access to available resources and
information. Thus, networks have to be
mutually beneficial trade-offs and alliances,
being generally governed by the law of
reciprocity: providing resources or serv-
ice for others in exchange for future re-
sources and services.

Conclusions

A proper use of project managers re-
quires project managers to be aware of
power sources and exercise influence tac-
tics to obtain the cooperation of stakehold-
ers’ competing interests.

Although the study has significant lim-
itations in terms of sample selection, in-
dustry, and number of respondents, it pro-
vides a starting point for investigating the
practices of exercising power within Ro-
manian project management community.
Thus, future research will be performed
capitalizing on this one and further ex-
tending within other industries to make a
comparative analysis of the results.
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ENVIRONMENTAL MANAGEMENT
AS A SYNERGETIC TOOL

Kasim Tatié

School of Economics and Business, Sarajevo, Bosnia and Herzegovina

Abstract

The aim of this paper is lo discuss the role that environmental management accounting
Dplays as a tool intended 1o provide needed economic and ecological information at the
company level with the aim of contributing to a more efective internal process of deci-
sion-making and control activities. Certain limilations and shorifalls of traditional

accounting systems in bhandling various environmental issues are shortly discussed.
Without information on full costs, it is even more difficult lo lake correct business decision
on what changes to make in order lo improve profitabilily in a business environment
characterized by more intensified competition. Some barriers and open issues and
challenges for further development of environmenital management accounting, as well
as general estimation of the situation with that regard in Bosnia and Herzegovina,

are provided at the end of the paper.

Keywords: environmental costs, environment, accounting, management

INTRODUCTION

There is a growing body of evidence
that environmental issues have become
important factor that different organiza-
tions and primarily manufacturing enter-
prises must take into account in the pro-
cess of making various business decisions.
Why should organizations and account-
ants within the organizations care about
environmental issues? One reason is that
many internal and external stakeholders
are showing increasing interest in the en-
vironmental performance of organizations,
particularly private sector companies.

An example of internal stakeholders
might be employees affected by pollution
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in the work environment. External stakehol-
ders include communities affected by local
pollution, environmental activist groups,
government regulators, shareholders,
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investors, customers, suppliers and others.
In other words, today’s challenges to com-
panies, in developed as well as in the tran-
sition countries, to raise the quality of their
environmental performance is the result
of the pressures coming from the wide
range of different parties (state and local
governments, international organizations,
ecological/consumers’ associations, insur-
ers, banks, business partners, media etc.).
That environmental pressure is forcing
many organizations to look for new, cre-
ative and cost-efficient ways to manage and
minimize wide range of environmental im-
pacts. In order to effectively manage the
environmental pressures, and related costs
and benefits, a company needs various
types of expertise, including environmen-
tal, technical, accounting and finance, mar-
keting and public relations, and general
management. Accountants have a special
role to play because of their access to an
organization’s monetary information, their
ability to improve or verify the quality of
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such information and their skills in using
that information to help make sound busi-
ness decisions in areas such as investment
appraisal, budgeting and strategic planning.

Traditional Accounting Systems
and Environmental Issues

Sometimes the amount of materials
alone does not provide so obvious an ac-
tion. Honest costing information is neces-
sary to assist companies in making good
decisions about materials use. Cost ac-
counting practices assure that all expenses
will be allocated to the particular process
or product where they originated. This dif-
fers from conventional accounting, which
has allowed for some costs, although
clearly dedicated to a particular process
or product, to be assumed as overhead
and not properly allocated. Historically this
has been true for all environmental costs
(e.g. staff time, permitting fees, waste ma-
nagement costs) which have been lumped
into overhead.

Traditional systems of accounting (fi-
nancial, managerial and cost accounting)
shows important shortfalls and limitations
as an informational basis for the business
decision-making process on the company
level, in the sense of inadequate recording
and usage of environment related infor-
mation, primarily different categories of
environmental costs. Traditional account-
ing systems that are created and adapted
for the needs of financial management and
reporting typically do not succeed to allo-
cate environmental costs on those activi-
ties, products or processes which are



responsible for these costs. Environmental
costs that might be relatively high for cer-
tain sectors or products, particularly if less
visible and less tangible costs are taken into
account, usually are treated and recorded
simply as common overhead costs. That re-
sults in the fact that these costs are prac-
tically ,hidden” from management and con-
sequently not included as relevant infor-
mation in various phases of management
process. Hence the constant tendency of
the management to underestimate the ex-
tent and growth of such costs. The rule of
thumb of management is that 20 percent
of production activities are responsible for
80 per cent of environmental costs. When
environmental costs are allocated to over-
head accounts shared by all product lines,
product with law environmental costs prac-
tically subsidize those with high costs. Such
a way of recording of environmental costs
within traditional accounting system has
evidently numerous negative consequen-
ces as follows: inappropriate cost alloca-
tion on different levels, inaccurate deter-
mination of prices for products and ser-
vices, distorted scheme of rewards and
compensations for employees, inadequate
capital budgeting and investment appraisal,
inappropriate product mix, inability of ef-
fective application of measures for cost
reduction, etc.

Traditional or functional accounting has
an obvious tendency to rely heavily on
precisely determined quantitative meas-
ures. The assumption is that such measures
are objective. This is supported by Willis [1]
LAs far as the consideration of environ-
mental costs and impacts is concerned,
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the conventional accounting model’s fun-
damental shortcoming is that, being enti-
ty-centered, it deals with the entity’s mar-
ket-priced transaction within the conven-
tional market-based economy; it has no
means of valuing and recording any trans-
action for which the marketplace has not
assigned a value (or for adjusting when
there is a partial value).” To handle envi-
ronmental issues at all one must accept that
certain amount of subjectivity is inevitable
in the activities like identifying environ-
mental costs, estimating environmental
benefits, accounting for environmental risk
and contingencies and hence liabilities of
the company, undertaking environmental
audits and introducing eco-balance sheets.
All these activities are problematic from the
standpoint of traditional accounting frame-
work. But the consequences of neglect-
ing or ignoring of more or less subjective
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estimates and measures is effectively high-
lighted by the following observation [2].
,The first step is to measure whatever
can be easily measured. That is ok as far
as it goes. The second step is to disre-
gard that which can’t be easily measured
or give it an arbitrary quantitative value.
This is artificial and misleading. The third
step is to presume what can’t be meas-
ured easily really isn’t important. This is
blindness. The forth step is to say that what
can’t be measured really doesn’t exist. This
is suicide.” But the possible explanations
of why there is such a strong bias towards
financial information in traditional accoun-
ting systems might be that: a) the ultimate
objective of a company (maximizing share-
holder value or profitability) is expressible
in monetary form, and information which
can be expressed in the same terms is
always likely to attract more immediate
attention; and b) the financial side of ma-
nagement is relevant to all functions, in-
cluding environmental management. Not
only do environmental budgets need to
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be managed, but also proposals for action,
which can be justified in terms of conven-
tional methods of financial investment
appraisal and product costing, for exam-
ple, are more likely to be successful.

Increasing Role of Environmental
Management Accounting

In general, it is possible to indentify six
different domains of environmental ac-
counting which are relevant to the firm
level, based on their boundaries of atten-
tion — an individual organization, the sup-
ply chain if which it forms part and the
whole of society — and the extent to which
they focus on financial and/or non-finan-
cial information. The six domains which
emerge can be defined as follows: Energy
and materials accounting — the tracking
and analysis of all flows of energy and sub-
stances into, through and out of organiza-
tion. Environment related financial man-
agement — the generation, analysis and use
if monetized information in order to im-
prove corporate environmental and econo-
mic performance. Life-cycle assessment —
a holistic approach to indentifying the
environmental consequences of a product
or service through its entire life cycle and
identifying opportunities for achieving en-
vironmental improvements. Life-cycle cost
assessment — a systematic process for eval-
uating the life-cycle costs of a product or
service by identifying environmental con-
sequences and assigning measures of mon-
etary value to these consequences. Envi-
ronmental impact assessment — a systematic
process for identifying all the environmental
consequences of an organization, site or pro-
ject’s activities. Environmental externalities



costing — the generation, analysis and use
of monetized estimates of environmental
damage (and benefits) created by an or-
ganization, site or project’s activities.
Environmental management accounting
(EMA) which represents the use of accoun-
ting and related information to support
internal management can potentially en-
compass all of the six domains but in prac-
tice is primarily concerned with environ-
ment-related financial management and
the linkages with energy and material ac-
counting and other internal and external
systems needed to generate financial data.
Combining different definitions available
we can say that: Environmental manage-
ment accounting is the process of identifi-
cation, collection, estimation, analysis, in-
ternal reporting and use of materials and
energy flow information, environmental
cost information and other cost informa-
tion for both conventional and environ-
mental decision-making within an organ-
ization-company. It is obvious from the
definition that EMA incorporates and in-
tegrates two of the three building blocks
of sustainable development — environment
and economics — as they relate to an or-
ganization’s internal decision-making pro-
cess. The third building block — society —
is not directly included since EMA focuses
on costs internal to the company and does
not include external costs to individuals,
society, or environment for which a com-
pany is not legally held responsible.
Incentives for corporations to use EMA
come from the increasing pressures that
companies are facing, such as more strin-
gent regulatory pressure and growing mar-
ket competition, as well as from the benefits
of implementing EMA. The gains EMA sys-
tems offer to companies include (Figure 1):

ENVIRONMENTAL MANAGEMENT AS A SYNERGETIC TOOL

(a) Identify impacts of environment re-
lated activities on the corporate bottom
line, and identify hidden environmen-
tal costs in overhead accounts,

(b) Identify cost reduction and other op-
portunities to improve performance
and offset environmental costs by gen-
erating revenues,

(c) Demonstrate the cost savings to be
gained from good environmental
management, and reduce or eliminate
non-value-added costs, offsetting en-
vironmental costs by generating rev-
enues,

(d) Raise management commitment and
awareness, and assist decision-making
on cost allocation, capital budgeting,
product pricing, product mix, invest-
ment and development, and increase
competitive advantages and market
expansion opportunities to environ-
mentally aware consumers,

(e) Support development and operation
of an overall environmental manage-
ment system; provide assurance to
stakeholders of improvements in en-
vironmental performance,

Volume 2, Issue 2 — June 2014

45



Kasim Tati¢

(f) Reduce environmental liabilities and
risks, and enhance compliance with en-
vironment-related laws and regulations,

(g) Enhance customer values, thereby in-

creasing competitive advantage,

(h) Improve environmental performance

and protection of human health, es-
tablishing a green corporate image,

(i) Provide improved environmental, finan-
cial and other data for reporting to ex-
ternal stakeholders, and

(j) Supporting long-term sustainability of
the business, taking into account eco-
nomic, environmental and social fac-

tors.

Strateglc
Compliance Eco-Efficiency e
P y Position
EMA supports environmental EMA supports the simultaneous EMA supports the evaluation
protection via cost-efficient reduction of costs and and implementation of cost-
compliance with environmental environmental impacts via more effective and environmentally
regulation and self-imposed efficient use of energy, water and sensitive programs for ensuring
environmental policies. materials in internal operations and an organization’s long-term
final products. strategic position.
Planning and More accurately Working with suppliers
implementing tracking the flow of to design products &
pollution control energy, water, services for “green”
investments materials and wastes markets
Investigating and Planning and Estimating the internal
purchasing cost- implementing energy, costs of likely future
effective substitutes for water and materials regulations
toxic materials efficiency projects
Reporting Assessing the total Reporting to
environmental waste annual retum on stakeholders such as
and emissions to investment in eco- customers, investors
regulatory authorities efficiency activities and local communities

Adopting a structured approach to re-
source productivity can help companies
achieve cost savings of 1-3% of annual turn-
over, depending on the nature of their

46  FAIMA Business & Management Journal

Figure 1 — Uses and benefits of EMA. Adapted from [3].

business operations. This is backed up
by the experiences of over 500 companies
participating in waste minimization clubs.
Over 60% of the cost-saving projects that



these companies undertook were no-cost
or low-cost. Applying environmental man-
agement accounting techniques at com-
panies where the cost of materials, utili-
ties and wastes account for about 80% of
business costs can typically result in cost
savings of about 3% of annual turnover.
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ENVIRONMENTAL MANAGEMENT AS A SYNERGETIC TOOL

Companies where environmental costs ac-
count for about 30% of business costs can,
on average, save about 1% of annual turn-
over [4]. This relationship is shown in Fi-
gure 2, which will help a company to es-
timate the potential cost savings it could
achieve.

7~

10% 20% 30% 40% 50% 60% 70% 80% 90%

Cost of materials, utilities and wastes as a percentage of business costs

Figure 2 — Typical potential cost savings as a percentage of annual turnover

The general ledger is a good starting
point for accountants wishing to identify
which environmental costs to target for
improvement. Reviewing the general led-
ger to identify where the costs of materials,
utilities and waste disposal are allocated
will also help to find the largest items.
These are likely to represent the greatest
opportunities for cost savings.

Traditionally, while making such deci-
sions management has ignored environ-
mental performance information and
concentrated predominantly on financial

impacts. Environmental protection deci-
sions have often been driven by regula-
tory requirements and are not thought of
in financial performance terms. However,
as environmental protection costs continue
to increase (i.e. as externalities become
internalized to the company) and man-
agers realized that internal cost savings
can be obtained from improved environ-
mental performance, the integration and
redefinition of these techniques becomes

more and more important.
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The Case of Bosnia
and Herzegovina

In order to assess the situation in Bosnia

and Herzegovina regarding the usage of
environmental management accounting the
survey has been made. A questionnaire has
been sent electronically to the responsible
managers of 100 firms from various sec-
tors. The response rate was only 18%. We
are aware that the sample is not represen-
tative. The results obtained can serve only
as provisional and illustrative data, helping
to create general assessment. The aim of
the survey was to assess the way firms use
accounting systems for the official report-
ing and decision making, and the way they
measure their performance and business
success. We were interested if the firms
are aware of the EMA, its potential bene-
fits and the extent to which the EMA sys-
tem is used in Bosnian firms.

The survey has demonstrated that the
most frequently used financial indicators
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based on accounting systems applied are:
profit margin, ROI and ROA. The most fre-
quent nonfinancial indicators are: market
share, customer satisfaction and employees
satisfaction. A small percentage of manag-
ers (16%) said they ware aware of the EMA
and its potential benefits, but all of them
replied that they had not yet practically
introduced an EMA system in their com-
panies. As the main reason for such a situ-
ation managers said they are not legally
obliged to use such a system. In spite of
the potential gains from EMA the system
has not been yet implemented in compa-
nies in Bosnia and Herzegovina. The bar-
riers that block this implementation are
lack of information on EMA systems and
the benefits they can generate (84% of
managers are not fully aware, or are par-
tially aware of the EMA system). For 82%
of the companies form the survey, the
process is considered too costly relative
to the benefits. Lack of knowledge and
qualified personnel and lack of available
tools are other barriers (87%). Although it
was not visible from the survey one of the
possible barriers might be the resistance of
some managers against full transparency
of all costs. Increasing knowledge on all
cost drivers requires adequate managerial
measures to be implemented. It requires
also and increasing creativity and addi-
tional efforts of the management in order
to achieve successful cost reduction and
vice versa increases their responsibilities
for failures to do that. General business
climate and social circumstances in Bosnia
and Herzegovina might be the part of the
explanation for such a situation.



Conclusions

Regardless of its proved increasing im-
portance for successful performance of
companies, the current state of environ-
mental accounting and environmental ma-
nagement accounting practices in almost
all countries is still characterized by expe-
rimentation and lack of harmonization. It
is particularly true for Bosnia and Herze-
govina. Hence a variety of challenges in
front of academic and business society to
be resolved in the future.

Developing of appropriate environmen-
tal accounting standards. Environmental
management systems and reporting frame-
works have been established by some of
the world’s leading environmental organ-
izations, standards organizations, indus-
try associations, and professional bodies.
As these frameworks are increasingly a-
dopted in industry, the accounting bodies
represented by IFAC-International Fede-
ration of Accountants are likely to increase
their efforts towards developing appropri-
ate accounting standards.

Enhance the responsibility of compa-
nies to internalize by means of environ-
mental accounting greater portion of social
costs related to environmental degradation
and pollution. Currently companies are
predominantly concerned only with those
aspects of environmental issues that have
direct impact on their financial bottom-line
and those for which are held legally re-
sponsible. Companies account for plant
and equipment depreciation when calcu-
lating profits, but no deduction is made for
the degradation of natural capital (eco-
systems, oceans, forests and the like).

ENVIRONMENTAL MANAGEMENT AS A SYNERGETIC TOOL

Enhance the existing narrowly defined
primary goals of environmental accounting
which according to US EPA are as follows:
a) Increase of stakeholder value by de-
creasing costs and increasing productive
efficiency; b) Move environmental costs
out of overhead accounts and track them
directly to the responsible product, pro-
cess or facility; and ¢) Estimate the dollar
costs of waste and related activities, in or-
der to identify the best opportunities for
improvement and cost savings.

Better valuation techniques for natural
resources and environmental resources
are desperately needed. Traditional price

Volume 2, Issue 2 — June 2014

49



Kasim Tati¢

theory should be enhanced to incorporate
new issues and transform currently inad-
equately monetized environmental effects
and facilitate their incorporation into ac-
counting practices.

In summary, the challenge which will
definitely continue to be the one among
the most important challenges in the future
is how to translate general sustainability
goals into concrete and operationally mean-

ingful concepts, policies, measures and in-
dicators at micro level, as well as how to in-
corporate relevant environmental issues into
different branches of mainstream economic
theory and practice of business strategic and
operational management. This means the
challenge of the further appropriate devel-
opment of environmental accounting in ge-
neral and particularly environmental man-
agement theory and practice.

2. Nandan R.K. (1994). Accounting and the Environmental Issues of Today: A Shift to-
wards Green Thinking in Accounting, The Fiji Accountant.

3. German Federal Ministry for Environment/Federal Environment Agency (2003). Guide
to Corporate Environmental Cost Management, Berlin.

4. Envirowise (2002). Increase your profils with environmental management account-
ing, www.envirowise.gov.1k (downloaded 20. June 2007).

5. Bennet, M. James, P. (2000). Environmental-related Management Accounting: Current
Practice and Future Trends, Sustainable Business Center, UK.

6. Boyd James (1998). The Benefits of Improved Environmental Accounting: An Economic
Framework to Identify Priorities, Discussion Paper 98-49.

7. Burritt, R. and Schaltegger, S. (2000). Eco-Efficiency in Corporate Budgeting, Corporate
Environmental Department of University of Luneburg.

8. Schaltegger, S., Burit, R. (2000). Corporate Environmental Accounting: Issues, Concepts

and Practices, Greenleaf.

9. United Nations Division for Sustainable Development, (2001). Environmental manage-

ment accounting Procedures and Principles, United Nations, New York.

10. United States Environmental Protection Agency (1995). An Introduction to Environ-
mental Accounting as a Business Management tool: Key Concepts and Terms, EPA
742-R-95-001.

11. United States Environmental Protection Agency (1995). Environmental Cost Accoun-
ting for Capital Budgeting: A Benchmark Survey of Management Accountants, p. 48.

12. United Nations Division for Sustainable Development (1999), Improving Govern-
ment’s Role in the Promotion of Environmental management accounting — Meeting
Document for the first Expert Working Group Meeting, Washington DC, 30-31, August,
United Nations, New York, p. 46.

50  FAIMA Business & Management Journal



THE EMERGENCE
OF QUALITY CULTURE

Dana Corina Deselnicu’, Alexei Matveev’
"University Politehnica of Bucharest, Romania
*(ity University of New York, USA

= rganizational culture can significantly support or binder the implementation of quality
& initiatives. The paper presents the resulls of fieldwork research conducted in a large
% Romanian leather and footwear production company to identify and examine the nature
_ ﬁﬂ‘; of the organizational culture in a quality-oriented organization. The company profile is
A presented, the research methodology is displayed, followed by data analysis and interpre-
_lation of the results. The findings reveal that the organizational culture is a very complex
N _m’d important factor to be considered by an organization pursuing high quality levels.
~ The paper closes with some conclusions regarding objectives attainment, and advances
-~ recommendations for future facilitating actions.

Keywords: quality, organizational culture, total quality management, Romanian companies

INTRODUCTION knowledge in this critical area, the case
study presented in the paper examines
the nature and the profile of the quality

culture in a Romanian leather and foot-
must enhance their competitiveness and wear production company.

Given today’s rapidly changing eco-
nomic environment, worldwide enterprises

meet international requirements in order
to succeed — sometimes only to survive —
in the global marketplace. To accomplish
this, they not only have to provide fault-
less products and services, but also must
excel in all organizational areas. In this

work together

regard, quality systems implementation is harmoniously.
one of the most viable and effective solu- A Mark Twain)
tions [1], and it has been proven that the
organizational culture can support or se-
verely deter quality initiatives at an or-

ganizational level. In order to increase
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Culture is the integrated pattern of hu-
man knowledge, belief and behavior that
depends upon the capacity for learning
and transmitting knowledge to succeeding
generations [2]. Recently, more and more
studies confirm the important role of the
organizational culture to the success of any
organization, promoting the culture as a
key element for high levels of efficiency,
efficacy and competitiveness [3]. The or-
ganizational culture is not the explicit be-
havior or visible objects that can instantly
be seen, but rather the underlining of
values that determines behavior patterns
[4]. Therefore, the concept of quality cul-
ture has emerged.

The quality culture has been defied as
a culture promoting social relationship of
trust and respect for the individuals, a
shared sense of belonging to the organi-
zation, and the belief that continuous im-
provement is for everybody’s best (Hill
1991, cited by Hutu, [5]). Cameron de-
fines the quality culture as the reflection of
quality in the general orientation towards
work, in the vision and strategic mission

of the organization, and in the organiza-

tional processes, systems and policies [6].
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Likewise, for Watson and Gryna, the quality
culture is the structure of values, habits,
dominant attitudes and accepted behav-
iors related to quality, from an organiza-
tion [7].

Research Methodology

The company presented in the paper is
a privately owned Romanian leather and
footwear production company located in
Brasov area. The company is ISO 9001-2008
certified, and holds the 14000:2005 envi-
ronmental certification.

Research Design

This research used quantitative meth-
odology for exploratory and descriptive
purposes. The survey and the observation
were used as research methods, together
with the study of significant company doc-
uments. The research instruments were
two questionnaires, the first investigating
the quality culture in Romanian compa-
nies, and the second examining the cul-
tural profile of the company.

The quality culture was evaluated
through a 21-item questionnaire adapted
from the instruments developed by Watson
and Gryna [7]. There were used both
open-ended, and close-ended questions.
For the close-ended alternatives, Likert an-
swer scale was used, ranging from ,A — To
a very limited extent” to ,E — To a very
large extent”.

The cultural profile of the company
was obtained by identifying the values
that form it. The respondents indicated,



for each of the 50 values listed, on a Likert

answer scale ranging from 0 (,Not at all

characteristic to the company I work for”)
to 4 (,Essential characteristics of the com-

pany I work for”), the degree to which a

value was characteristic for the company.

The questionnaire was adapted from the

one used by Calori and Sarnin [8].

There were investigated the following
five areas of quality culture:

e The way and the extent to which the
company creates and maintains the
awareness of quality;

e The way and the extent to which the
company provides evidence of man-
agement commitment to quality;

e The way and the extent to which the
company encourages and supports
self-development and empowerment
of the employees;

e The way and the extent to which the

Figure 1 — Respondents Hierarchical Level

It can be observed that the sample
consists mainly of women (97%), of an
average of 42 years old, with an average
of 19.5 years of employment with the
company. Therefore it must be concluded

THE EMERGENCE OF QUALITY CULTURE

company provides opportunities for em-
ployee participation to quality initiatives;
e The way and the extent to which the
company provides recognition and re-
wards of the employees for quality.

Research Sample

For sampling, the non-probabilistic me-
thod was used, as the configuration of the
researched population (different levels of
management) was not adequate for prob-
abilistic sampling, neither from a dimen-
sional, nor from a structural point of view.
Consequently, a mixture of Henry’s (cited
by Hutu [5]) sample types was used: con-
venience, typical cases, critical cases and
,snowball”. The sample consisted in 40
individuals from all company’s depart-
ments, as follows: 6 top and medium man-
agers; 34 employees: 5 line managers and
29 workers (Figure 1):

Postgraduate

3
Graduate, 10%

Figure 2 — Respondents Education

that future cultural shifts will be difficult
to implement, will face significant cultu-
ral resistance, will need intensive train-
ing, and long-term, slow-pace implemen-
tation.
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Resulis Interpretation

The statistical analysis of the collected
data involved the statistical summary of
the relevant information, and correlation
matrix analysis. There were analyzed the
following areas of quality culture:

The Company (reates and Maintains
Awareness oi Quality

The company receives feedback on
quality from customers to a large extent

(Table 1). The feedback consists in com-
plaints, recommendations for improvement;
seldom have the clients given positive
feedback on quality, mostly because it is not
customary to do so within the company.

It can be observed that 75% of the res-
pondents consider that the company cre-
ates and maintains to a large and very large
extent a relatively high level of awareness
of quality (mean = 3.96, max = 5).

Table 1 — The Company Creates and Maintains the Awareness of Quality

Mcan

St. dev.

% of respondenits

B c

1 l‘om.ml feedback on 3.66 08" 3 3 32 50 12
quality from customers
. Formal feedback on = -
2 7 3.6 1.05 - 18 21 3 24
quality to emplovees
Collects feedback on
5 _ =
- internal quality - i - 7 2 5
4 Feed_lmck on internal 4 076 _ 3 9 46 i
quality to emplovees
Thf" company creates anc 3.96 058 _ 5 2 so | 25
nintains awareness ol quality

The Company Provides Evidence
of Management Commitment to Quality

The majority of respondents (91%) con-
sider that the management team is relati-
vely significantly committed (mean = 4.34)
to quality (Table 2):

The vast majority (82%) of the respon-
dents know that the quality is present in

the mission, goals, policies and strategies
of the company. Top management is per-
ceived as committed to solving the chronic
quality issues of the company to a large and
very large extent, but as referred to allo-
cating the resources for meeting quality
objectives, the perception is lower, and the
opinions are heterogeneous (high st. dev.).

Table 2 — The Company Provides Evidence of Management Commitment to Quality

Quality present in the mission, goals,

policies and strategies of the company

D

482 | 039 | - = - 18 | 82

Management personally involved in
solving chronic quality problems

435 | 078 | - o] 9 | 39 | 49

Management allocates the time,
S resources and support for attaining
quality objectives

369 | 103 | = [ 16| 25 | 34 | 25

The company provides evidence of
HAagenent conumitment in qualiey

434 | 065 | - - 9 47 | 44
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The Company Encourages,
Supports Seli-Development,
Empowerment oi Employees

The respondents reflected a rather low
level of training in quality (mean = 3.73)
provided by the company (Table 3).

THE EMERGENCE OF QUALITY CULTURE

Decision delegation and empowerment
is even rarer. These are important issues
to the quality culture, given that the pro-
file of the company shows that training
and empowerment to be among the main
methods of cultural transformation.

Table 3 — The Company Encourages and Supports Self-Development and Empowerment

% of respondents
B C D

1, The company prowde.s training’ 373 098 | - || =2 | 32| =

development for quality

The management practices
Al empowerment and delegation 3.04 099 | - | 15| 27 | 37 | 21

10 lower hierarchical levels
The company encorrages and supports
self~development and empowerment e 8= 8 2 o |

(mean = 3.16), and also little known

The Company Provides Opportunities
for Employee Participation

Employee participation to different
quality initiatives and activities is an un-

derdeveloped practice in the company

(very heterogeneous answers, high stan-
dard deviation), as shown in Table 4.

However, there are some quality activ-
ities that the employees can access, such
as quality meetings, and clients visits.

Table 4 — The Company Provides Opportunities for Employee Participation

Items

% of respondents

The employees are involved in
activities other than their job
requirements for attaining
company’s quality objectives,

D E

The Company Provides
Recognition and Rewards

This quality culture area is the least de-
veloped in the company (mean = 2.18).
Reflecting the relatively poor financial

situation, and the low preoccupations for
employee motivation and involvement,
the company provides little recognition,
and especially little rewards for quality
(Table 5).

Table 5 — 7The Company Provides Recognition and Rewards

% of respondents

Mea
o T

The company provides recognition
1 for high performances in attaining
quality objectives

230 || 27 || L5 |9 o

The company provides rewards
for high performances in attaining
quality objectives

b

0.83

The company provides recognition and
rewards

110 F2 N (5.
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Some of the recognition practices that
are, however, seldom engaged, are informal
recognition on shop floor, and occasionally
formal recognition in general meetings.

To obtain a comprehensive image on
the quality culture of the company, all
areas previously investigated are further
analyzed (Table 6):

Table 6 — Areas of Quality Culture

Quality culture areas

% of respondents

The company creates ancd
maintains awareness of quality

3.96

B C

The company provides evidence
of management conunitment in
qualiry

L

E

4

The company encourages and
0| supports self-development and
empowennent

3.08

0.89 - O 40 | 30

The employees are involved in
activities other than their job
requirements for attaining
company’s quality objectives

316

1k b S 34 | 27 13

The company provides
recognition and rewards

2.18

It can be observed that the best devel-
oped area is management commitment
to quality, which represents a positive and
essential factor. The least developed area
is employee recognition and rewards for
quality, followed by the low opportunities
for employee involvement in quality ini-

tiatives, which indicate the weaknesses
of the management process, and also the
main areas for improvement.

The collected and analyzed data indi-
cate a medium degree of development
of quality culture (mean = 2.37, min. = 1,
max = 3), as presented in Table 7:

Table 7 — Statistic Indicators — Development Degree of Quality Culture

Statistic Indicators Values

Arithmetic mean

2.25

Median

2.00

Mode

2

Standard deviation

49

This opinion was expressed by 63.3%
of the respondents, while 36.7% of them
placed the degree of development of qual-
ity culture to a high level, and none to a
low level.

The cultural profile of the company.

By testing the 50 values, the cultural pro-
file of the investigated company emerged
(Table 8).
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The ten dominant values in the com-
pany are: Clients as first priority, Duty, Dis-
cipline, Effort, Quality, Respecting rules,
Personal availability / work, Personal in-
volvement / work, Continuity, and Openness
to the environment (Figure 3).

There are some values considered as
essential for the quality-driven culture, and
the ranking of the value Clients as first

priority as the most dominant shows that
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Table 8 — Values profile of the company

No. VALUES Min. Max. Mean St. Dev.
{88 Clients as first priority 2 4 355 0,71
A Duty 1 4 3,42 0.75
28 Discipline 2 4 3.39 0.70
O Effort 1 4 3.33 0.89
S Quality 2 4 3,53 0,69
(B Respecting rules 2 G 3,27 0.76
g Personal availability © work 1 4 327 0.84
Anticipation 0 4 2,31 0.93
Personal fulfillment 0 4 2,06 1,39
Will to be number one 0 4 2.06 117
Impartiality 0 + 2.06 1,17
Forgiving mistakes 0 4 2.06 1,17
Tolerance 0 4 2.00 1.06
Risk-taking 0 3 1.91 0,77
3,6 T3:55
g,i: Sl42 3’39 2. .99 o o
3;3 | s pre v} s e o ) 3‘27 327 305
31 309 3,09
3
2,9 1
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Figure 3 — Values Specific to the Company

the company possesses the foundation for
developing a sound quality culture.
However, the values that are the least
representative for the company are: Risk-
taking, Tolerance, Forgiving mistakes,
Impanrtiality, Will to be number one, Per-
sonal fulfillment, and Anticipation. The
lack of these values can deter the devel-
opment of a quality-driven culture and
cause resistance to change (Figure 4).

Considering the homogeneity (low stan-
dard deviation) of answers on company
values (which is a measure of the ,strength”
of the organizational culture), the values
on which the respondents are relatively
unanimous are: Quality, Discipline, Clients
as first priority, Duty, Tenacity, Adaptation,
Initiative, Respecting rules, and Innovation.

It can be observed that these are also the
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Figure 4 — Values that are not Specific to the Company

values most specific for the company, so
it can be inferred that these values form the
core of the firm’s organizational culture.

CONCLUSIONS

The paper identifies and examines the
nature of the organizational culture in
the dynamics of a Romanian leather and
footwear production quality-oriented or-
ganization. From the integrated analysis
of five areas of quality culture, a medium
degree of development of quality culture
within the company is obtained. The col-
lected and analyzed data also indicate that
the best developed area of the quality cul-
ture is management commitment to qual-
ity, while the least developed area is em-
ployee recognition and rewards for quality,
followed by the low opportunities for em-
ployee involvement in quality initiatives.

As for the cultural profile of the com-
pany, the ten dominant values are: Clients
as first priority, Duty, Discipline, Effort,
Quality, Respecting rules, Personal avail-
ability / work, Personal involvement / work,
Continuity, and Openness to the environ-

58  FAIMA Business & Management Journal

ment, indicating a strong connection to
quality. The values that are the least repre-
sentative for the company are: Risk-taking,
Tolerance, Forgiving mistakes, Impartiality,
Will to be number one, Personal fulfillment,
Anticipation, which can deter the develop-
ment of a quality-driven culture.

It can be concluded that although the
company creates and maintains the aware-
ness of quality, and the top management
team is committed to quality, the quality
culture is not supported and enhanced in
by organizational and practical measures.
These organizational domains indicate the
weaknesses of the management process,

and also the main areas for future improve-
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ment. Given the characteristics of the com-
pany workforce, the future cultural shifts
will be difficult to implement, will face sig-
nificant cultural resistance, will need inten-
sive training, and long-term, slow-pace
implementation.
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STRATEGIC SYNERGIES
OF LOW-COST AIRLINES

(atalina Monica Alexe
Politehnica University of Bucharest

" Based on the finding that the market of the low-cost carriers is constantly growing and
changing, the paper presents some of the strategies adopted by the companies in this
industry, with exemplification on Blue Air’s business model, achieving an analysis of the
strategies implemented by the company in the last five years. In the mentioned period, the
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1. Strategies Implemented
by Low-Cost Airlines

European air transport industry is going
through major changes. At present, network
carriers are facing strong competition from
low-cost carriers. They now represent 40%
of the transport capacity offered within
the European Union and is expected to
increase significantly [1].

Thus, it is estimated that low-cost air-
lines will increase by 1,4% per year faster
than the overall network companies and
they are expected to operate 19% of world
traffic by 2030. European Low Fares Air-
lines Association (ELFAA) published a indi-

cating that, in Europe, low-cost airlines

Keywords: low-cost airlines, organizational strategies, competitive strategies,

could reach a market share of 45-53% by
2020 [1].

Michael Porter’s researches showed that
two elements underlying the strategies:
the attractiveness of the industry (which
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provides efficiency on long-term), and
the competitive position relatively within
the sector. These strategies, Porter called
them generic strategies and in Figure 1

STRATEGIC SYNERGIES OF LOW-COST AIRLINES

are showed how the generic strategies
contribute to the obtaining of the com-
petitive advantage [2].

| STRATEGY OF CUTTING COST

| |

STRATEGY OF DIFFERENTIATION

Making a product similar to the one
offered by the competition, bur ar a

Making a distinct procuct at a lower cost
than the price that customers are willing
to pay it.

lower cost.

* Economies of scale

= Efficiency of production

* Supply costs reduced

* R & D expenditure reduced
* Lower advertising expenses
* System of strict cost control

¢ The high quality of the products

= Variety of products

* Additional services

 Flexibility in delivery

* Brand image

+ Control systems that favor creativity

and success factors

implementation

COMPETITIVE ADVANTAGE
= Correlation between core competencies of the company

* The correlation between the value chain and strategy

* Ability to maintain a competitive advantage

Figure 1 — Strategies for creating competitive advantage

In order to meet the challenges and to
ensure long-term survival, low-cost air-
lines should consider the following strat-
egies that could be applied:
Domination through cost. Low-cost air-

lines should keep the low cost advan-
tage over the traditional competitors that
provide full service. Low-cost airlines
must ensure that costs per passenger
and kilometer are maintained at 50% or
more below the costs of the traditional
airlines, and also continue to reduce the
costs.

Differentiation strategies. Low-cost air-
lines have to differentiate the product,
which is to offer a product with some
Lfrills”, which is highly appreciated by
customers in terms of providing value
for money. For example, Virgin Blue in

Australia and JetBlue in the United States
of America. Virgin Blue was the first air-
line that introduced satellite TV in real
time during the flight called Live2Air.
Strategies of most low-cost airlines aim
to attract passengers who bring higher
profits and gain advantage through dif-
ferentiation from other low-cost airlines
(3].

Focus strategies. Low-cost airlines must
ensure that most of their flight routes
occupy the first or the second position
in terms of market share. The combi-
nation created between low tariff and
significant market share makes to oc-
cupy a strong position of defense where
new competitors try to enter the mar-
ket, while the solid base of the cash
flow allows it to expand in the future.
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Families could book as a small group
using membership of Wizz Xclusive Club.
Group members had access to special
rates for each booking. Number of
bookings made by families in the sum-
mer of 2012 increased 8% among the
members of Wizz Xclusive Club.

L in 2013:
e launched the first flights from Craiova,
Romania.

L in 2014:
* employs flight attendants in Craiova,
Romania;

* inaugurates the fifth base in Romania,

Southwest’s success and survival is
due to measures taken during the im-
plementation of growth strategy that
focused on occupying the dominance
position on most of the markets. It’s
basically the biggest carrier in over 90
of the 100 top markets [4].

Finally, to be successful, the airlines
low cost can use both types of competi-
tive strategies (differentiation and domi-
nation through cost), can identify market
segments, even if their market may be
the entire globe, can even combine the
three strategies mentioned above.

2. Strategies of Low (ost

with four new routes available to cus-
tomers from Oltenia to — Bologna, Rome
Ciampino, Dortmund and Barcelona;
in January, the company launched a
new product: loyalty WIZZ Privilege
Pass, which allows holders unlimited
priority boarding and large baggage of
cabin free on all flights Wizz Air for at
least one year. Virtual Ticket can be pur-
chased on wizzair.com, and costs 99
euro;

in June, the company will launch flights
on the route Sibiu — London Luton;
will allow passengers to use portable
electronic devices (PED), such as mobile
phones, tablets PC or eBooks on all
flights of the company.

(ompanies _ N,
The strategies of Germanwings airline
The strategies of Wizz Air airline, aimed referred to:
at: L, in 2009:
%in 2012: e from October, the company operated
e practiced special rates for families three weekly flights on each of the
through Wizz Xclusive Club program routes: Bucharest — Berlin, Bucharest —
launched in the summer of 2011. Cologne and Bucharest — Stuttgart.
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L in 2012:
e the company launched the Miles & More

% in 2010:
e ordered eight Airbus A319 aircraft, which

preserved the configuration of the ex-
isting equipment in the fleet. At that time,
the fleet counted up 30 aircraft.

% in 2011:

» the company increased flight frequency
on domestic routes: Cologne / Bohn —
Berlin — 46 flights per week (8 times
per day) and to Stuttgart — 42 weekly
departures (7 times per day);

program, with Lufthansa. Passengers,
who earned miles in flights operated by
Lufthansa, could use them within the
flights operated by the low-cost carrier
Germanwings. Customers who own
Miles & More could gather up for an
internal flight to 1,000 miles and for a
European destination to 1,250 miles

[6].

¢ introduced new routes to Pristina from % in 2013:

the following airports: Disseldorf, * in summer, the company received air-

Munich, Stuttgart, Hamburg, Frankfurt, craft from Lufthansa;

Cologne / Bohn, Hanover and Berlin- ¢ changed their logo thus it used the sty-

Schonefeld;

the passengers of the first ten rows on
flights Airbus A319 received the Best
Seat service — a larger space of travel;
all the company flights can be combined

lized letter W with the colors purple and
yellow;

e there were developed booking and in-

formation systems through mobile
phones;

e in July, they released a new concept of
brand and product, introducing flight

with Lufthansa flights;
e moreover compared to the evening

flights were made also morning flights packages configurable Best, Smart and

for those who leave on business issues Basic;

[5]. » Best package: passenger has booked a
place on one of the first three
rows in front of the aircraft, en-
joying 81.2 cm distance between
the seat and an empty seat be-
tween him and the next passen-
ger. Best Package includes access
to Lufthansa lounges, priority to
registration, using fast lane for
security checks, adding miles
through the ,Miles & More” and

HON Circles is able to carry twice

the usual luggage allowed (in two
pieces of baggage of 23 kilos each)
at no additional charge, catering
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products at choice in aircraft, a flexible Q} in 2014:

schedule and to reschedule the bookings e Lufthansa Group, which includes: the

and opportunity to cancel the tickets. air operator Swiss — Swiss, the German

Best Package is available on all routes in low-cost company — Germanwings and

Germany and in Austria, Switzerland, the Austrian airline operator — Austrian

. . o Airlines, has a inted a new general
Belgium, Russia, France and Britain; ’ ppo g

for R i Mol :
e Smart package: It is the standard package manager for Romania and Moldova

and corresponding to an Economy prod- . L .
p g yp The strategies of Ryanair airline aimed

uct of the conventional type. Passengers At

who opt for this package can reserve a Q> in 2013:

seat in the front rows of the aircraft; they « in September the company settled up a

will enjoy the 81.2 cm distance between
seats. Smart Package includes snacks and
soft drinks and the opportunity to carry
a baggage of 23 kilos at no extra cost;
Basic package is the least expensive and
corresponds to the low-cost conven-
tional product. Those who choose this
package gives up free catering services
and at the possibility to carry luggage
for free and can choose a seat located

on the eleventh row or at the back [7].
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team that answered to the customers’
e-mails;

stopped unpopular practice to fine the
passengers whose luggage exceeded
the limit provided with few inches;
supremacy in Europe, many European
passengers preferred to fly with the
company;

at the end of the year, the top manage-
ment has reformed the organizational
culture based on occupying a strong
position (81 million passengers in the
past 12 months, a load factor of 82%)
[0];

signing a strategic partnership for a pe-
riod of five years with the International
Airport ,Transilvania” from Targu Mures,
is achieved through the introduction of
two new routes to Brussels and Pisa
which operate with a frequency of two
flights a week, the price being of 28 euro.
Development potential due to the over
30,000 passengers that will use the air-
port in Targu Mures;

within Romania, the company only op-
erates in Constanta.



The strategies of easyJet airline referred
to:

% in 2009:

* The network Easy Hotels owned by the
operator easyJet low-cost, includes 10
units in the UK, Hungary, Switzerland
and Cyprus. By January 2010, in addi-
tion to the location in Sofia, the com-
pany plans opening two new hotels in
Dubai and Berlin. The hotel in Sofia
has 57 rooms, 9 floors, and the price of
a room starts from 10 euro.

% in 2012:

e The airport charges from Otopeni and
the demand reduced were the main rea-
sons that drove easyJet out of Romania.
In a time of crisis in which the air traffic
was low in Europe, the company gave
up the two routes to Madrid and Milan
and decided to invest in other destina-
tions.

% in 2013:

¢ identified breaches to reach on the main
airports;

e was present in 14 of the 20 major air-
ports in Europe;

e oriented towards attracting corporate
passengers through operating more
flights to and from major airports, lo-
cated close to the business centres such
as London, Paris — Charles de Gaulle,
Geneva and Rome — Fiumicino [6];

e returned to Romania, with a route Bu-
charest — London, which in the past has
not worked well and was cancelled.

In conclusion, the present low-cost air-
lines are implementing different strategies
such as: introducing new flight routes,
increase frequency on existing routes flight,

STRATEGIC SYNERGIES OF LOW-COST AIRLINES

launching customer loyalty programs (Miles
& More, Wizz Xclusive Club etc.), the in-
troduction of additional services that allow,

for example, the use of portable electronic
devices (PED) during the flight, signing
strategic partnerships with airports, fleet
modernization, improving company image
(by changing the logo), the introduction
of flight packages configurable etc.

3. Blue Air Airline (Case

Blue Air is the first Romanian smart fly-
ing company, which celebrated nine years
in business in December 2013 and awarded
a bonus to the passenger with number 10
million. For 2014, Blue Air estimated 1.5
million passengers; the main objective of
the company is the reinforcement of the
existing European destinations. Blue Air
has started with two aircrafts, four flight
routes and 35 employees on 13 December
2004; it was founded out of a desire to cre-
ate a company that provides affordable
travel.
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The fact that the majority shareholder
of the company Blue Air, Romstrade Ltd
was insolvent on 10 December 2012,
which became the major issues of image
and funding for the management of the
company preoccupied of the destinies of
450 people, and the decision was simple:
the need of finding new shareholders to
the company in order to develop and to
outline a long-term strategy.

As a result, the air carrier Blue Air was
bought by SC Blue Air — Air Management
Solutions SRL, a Romanian-Belgian joint
venture has started operations under new
management since August 2013. Airline

Management Solutions took the goodwill
of Blue Air, a transaction amounting to 30
million euro, which includes the assump-
tion of obligations of 28 million euro.
Thus, SC Blue Air — Airline Management
Solutions SRL took over a dynamic com-
pany, distinguished on the low-cost car-
riers market in 2009-2013 through a variety
of strategies that emphasize the compa-
ny’s orientation in many directions which
indicates the wasting of the effort (see
Table 1). This was possible due to the
shareholding consisting of a single person,
which until that time had profitable busi-
ness in the civil engineering industry.

Table 1 — Blue Air’s Strategies in 2009-2013

Company Blue Air Carpatair Tarom Wizz Air
Country Romania | Romania Romania | Hungary
Year of foundation 2004 1999 1954 2003
Number of aircrafts 7 15 20 32
Average age of the feet 20.4 16.5 10.5 3l

Age of the most ancient aircraft | 25.3 20.4 19.8 9

As can be seen in Table 1, the follow-
ing symbols were used:

e SO Strategies that use strengths (S) of
the organization to benefit from the op-
portunities (O) identified in the envi-
ronment,

o ST Strategies that use strengths (S) of
the organization to mitigate the effects
of threats (T) occurring in the environ-
ment,

e WO Strategies to avoid manifesting
weaknesses (W) by using the opportu-
nities (O),

o WT Strategies aimed to avoid the weak-
nesses (W) of the company by identi-
fying the impact of threats (T).
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4. New Strategic Approaches
of Blue Air

4.1. Strategies related to endowment

In 2014 the fleet will increase by two
aircrafts, and Blue Air will operate flights
with a total of eight airplanes. For the
first time in the company’s history, two
of these aircrafts will be owned by Blue
Air, the remaining 6 will be operated under
operating leases. Already in February one
of the two airplanes is operational. The
aircraft, with an age of 22 years, the Boeing
737 series 400 has a capacity of 170 seats.
However, it is obvious that the company
Blue Air is far as equipment fleet level
(as number and age) of competitors (see



Table 2) even compared to other Roma-
nian companies and reported to external
the competition gap is more obvious for
example, the competitor Wizz Air has a
four times larger number of aircrafts and
an average age of the fleet of 3.1 years vir-
tually unbeatable compared to 20.4 years.

STRATEGIC SYNERGIES OF LOW-COST AIRLINES

According to economica.net, citing
database Planespotters.net, Blue Air was
listed in July 2013 in fourth place into the
world ranking of low-cost airlines which
flying with ancient aircrafts.

Table 2 — The airlines’ fleet (data from 2011)

Strategies

opening of new flight routes

Concentration growth strategy — marker development —

Status of
implementation

Yes

period of 3 to 5 vears

Concentric diversification strategy — winning the contract
with the Romanian Post worth 44.84 million € over a Yes

SO Concentration growth strategy — market penetration —

Lleettari ol increasing flight frequency to destinations, particularly in Yes
France and Germany
Growth Strategy — fleet renewal program with five Started and
airplanes Boeing Next Generation series stopped
Investment in the image Yes
Investment of 45 million euro and the concession of the Started and

airport from Baclu for a period of 34 vears stopped

Reduce fuel price rises through investments in modern
aircrafts whose revisions are made after 7000 flight

hours compared to 4000 hours of flying for older Ho
aircrafts

Maintaining emplovees’ satisfaction by applving fair and e
motivating wage policy

Making aircrafts through leases to fill the absence of the i
ones which will be acquired

Horizontal diversification strategy — development of the |  Started and

aero taxi company —  Direct Air Service” stopped

Horizontal diversification strategy — opening of two self-
service restaurants ,Self” in Sibiu and Bucharest dities

Yes

Building a parmership, such as the one berween MyAir
and Skv Europe in order to reduce operating costs and No
strengthen the market position

Source: Adapted after [5]

The increase of the number of aircrafts
will allow Blue Air to reactivate the char-
ter segment through strategic partner-
ships with travel agencies. In 2013, Blue
Air operated on 25 European routes. At
the same time, jobs were created.

Change of the catering service by introdu-

cing of sandwiches that are specially de-
signed and manufactured by the famous
chef Jakob Hausmann, and the inclusion

of new drinks that are of premium quality.
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Launch of the Pre-Flight Reminder Service
whereby each passenger Blue Air receives
a customized newsletter with 2 days be-
fore date of travel, information that in-
cludes general information about travel,
detailing optional services selected by the
passenger.

Check-in activation system common
to all flights departing from Henri Coanda
International Airport (Otopeni) — the pro-
cedure reduces the waiting time of pas-
sengers, before travelling by air. Connec-
tion of Blue Air flights with the integrated
land transfer between Bucharest and Con-
stanta, which will make Blue Air destina-
tions much more accessible. This new
shuttle will be available soon from Brasov
also.

Implemented various methods of pay-
ment alternative for passengers who do
not possess a card (bank transfer, cash
deposit, ZebraPay or Qiwi terminals).

Signing the partnership with Hahn Air,
for developing distribution by GDS
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(Amadeus, Travelport, Apollo, Sabre, Si-
rena). As a result of this partnership, more
than 190 countries can sell Blue Air tick-
ets, with settlement of accounts by the
IATA-BSP (Billing and Settlement Plan).
By the Hahn Air, Blue Air is automatically
an interline partner with over 250 other
airlines and becomes a link in the global
air transport system.

Launching the ,#zbor” project which
allows customers that in just 30 seconds
find out which is the cheapest flight to de-
sired holiday destination, within 30 days.
[71.

Blue Air has adopted a new marketing
strategy embodied by the contest ,Get rid
of your boss”, a project which is, in 2014,
on its second deployment, and its moti-
vation is that employees of the compa-
nies in Romania need vacation and relax-
ation to be more productive.

The competition rules (the original ver-
sion): To take part in the contest, employ-
ees must enter the website of the contest,
to create and give a name of the virtual
airplane, to choose one of the Blue Air’s
destinations where they want to travel
with the team of the office and invite col-
leagues to come on board. It's important
to register the chiefs and to mention why
employees want to get rid of them. When
they are eighteen plus the head of depart-
ment/service, the team is complete and
the head of department/service will find
out that team members need a vacation,
but he has only a single ticket, no accom-
modation and no return.



For more chances to the three prizes
of the game participants are invited to
make a film as original with their message
to the direct supervisor. Subsequently,
they have to distribute the movie link on
the Facebook page of the contest so that
the acquaintances to vote for them. Three
winning teams will be designated [8].

Among the prizes are found: tennis
vouchers, vouchers at maintenance sa-
loons for body treatments, fitness and
aerobics sessions and massage, mobile
internet cards, a dart board, vouchers for
hooverland and lasertag, cameras.

First prize winners of the first edition,
which held in 2012, were directed to Bar-
celona.

The project was extremely well re-
ceived both by the employees and by the
customers, and it was decided to continue
with few changes such as: reducing the
team from 18 to 10, the possibility that the
head be formal or informal and diversifi-
cation of the awards. Thus, the boss may
be from the office, a friend who has am-
bitions of manager, the mother in law or
a friend who always imposes his or her
point of view, or simply anybody who
needs some action. Besides the flight
ticket, the boss gets a camera and a GPS,
the explanation being that he or she can
more easily find the way to home — high-
lighting the most entertaining aspect of
the campaign.

Conclusion

The main problem of the company,
namely, the arrangement of the funds re-
mains today, even though they have tried
over time various financial makeshifts. SC

STRATEGIC SYNERGIES OF LOW-COST AIRLINES

Blue Air — Air Management Solutions Ltd.
succeeded in only eight and a half months
to collect debts to the state budget totaling
1.76 million lei.

This is due to the lack of a strong inves-
tor, credibly, that ensures the sustainable
development of the company. According
to the National Office of the Trade Regis-
ter (NOTR), the shareholders of the com-
pany are four Romanians of which 3 are
employees of Blue Air, which makes anx-
iety persistent. However, the managerial
effort of the top management seeking cre-
ative solutions and formulating viable stra-
tegies directions realistic, current, grant big
chances to succeed in the future. This must
be completed by a substantial reduction
in the company’s business portfolio.

is as smart
as all of us.
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T Inithe beginning of the 21" Century, the civilized world was different from twenty-five
S years ago. The separation of Europe stopped and afier the Berlin Wall crumbled initiated
g the European Integration and Building Process. The foundation of the European idea
/ % lays in the culture of the population of the continent, a foundation which is overflowing
. the very geographical bounds of EU. The security and the harmony of common economic
~ politics and common legislation in EU countries has encountered many obstacles, and. is
- further at risk especially meanwbhile extension process. The authors intend to analyze
~only one aspect on the European Integration and Consiruction Process: the effect of
social politics.

Keywords: European construction, social progress, European Convention of Human Rights,
social politics

INTRODUCTION

Nowadays, the idea of European is part
of the culture of most populations of the
European continent, over passing the cur-

rent geographical boundaries of the Euro- % common vision; the abilif§

to direct individual
pean Union [1]. The passing from the idea accomplishments toward

to some valid institutions implies some organizational objectives. It is

the fuel that allows common
difficulties. The situation of the present-day S

people o attain uncommon
Europe, leads to the creation, and maybe resulls.
Andrew Carnegie

resuming of a political community project
that leads to something more than the sin-
gle market. ;However, first one must en-
sure the modification of the European in-
stitutions and renounce the recommenda-

tion regarding the adjusting by extension.

* (orrespondence 1o Doina Corina Serban, email: deserban@gmail.com Volume 2, Issue 2 — June 2014 71
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This is the result that the initiators of the
European Constitution project hoped to
obtain by proposing it to the nations for
ratification”. The expected result doesn’t
seem to be reached and the conclusions
that can be drawn from this failure are
not maybe the best for the future of the
European construction.

CONCERNED PROBLEMS

Shortly after the result of the French
and Dutch referendum that refused the
proposal concerning the European Consti-
tution, the first reaction of a large number
of European leaders was to ask for a respite
to the Union extension. Or, such a position
seems to be a fake debate allowing eluding
the real problems that need answers in or-
der to continue the European construction.

More than the inadequacy of the exist-

ing institutions or the rejection of the pro-
posed ones, the difficulties encountered
in matching the legislations and applying
the politics are real obstacles for that part
concerning the difficulties of cohabitation
of very different legal systems, sometimes
having antagonist approaches, that initially
came from economical reasons in the sense
of developing a market economy. This fact
is best seen in the field of social legislation.
Indeed, if the social progress was one of
the Rome Treaty objectives, it was forgot-
ten by those who had the duty of the
European construction in a frame of com-
munity institutions and of the creation
of the current political strategy of the
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European Union characterized by subor-
dination at the globalization imperatives
that can be refused, as suggested by the
failure from France or from the Nether-
lands of the referendum concerning the
constitution project. They are preoccupied
from now on realizing, in an unceasing
rhythm, a market economy at the Euro-
pean Union level or even of the entire
Europe and could be tempted to replace
if needed a debate on what Europe is sup-
posed to be in order to have a proper
future, with another debate regarding the
extension issue [2]. A postponing of the
European extension process could not
solve the difficulties that Europe must face
now. Some results of the two referendums
in France and in the Netherlands have
seriously troubled the ratification process
of the Adherence Treaty and have dis-
torted and complicated the discussion

about the future of Europe.




2. The real debate is still in progress

The difficulties come first of all from
the economical options in favour of the
market economy that was one of the pil-
lars of the European construction project
proposed to the electors from different
member states. As mentioned above, it is
clearly seen in the social legislation field.
Indeed, the social progress was forgotten,
although it was one of the objectives of
the European Union founders.

THE SOCIAL ASPECT

Indeed, if the social progress was one
of the objectives of the Rome Treaty, it was
forgotten and replaced by realizing, in an
unceasing rhythm, the market economy at
the European Union level, or even at the
level of the entire Europe, the European
constitution project only confirms these

@
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things. The constitution project does not
mean to reverse the tendency of encour-
aging optimism at the level of the public
opinion, out of which many people don’t
see in the liberal European constitution,
but the pressure of social expenses in the
name of the ,stability pact”, the blows on
the public services in the name of the free
competition dogma, the headstone of the
constitution, the de-location of enterprises
in the name of competitiveness.

Beside debates on functioning rules
(the majority qualification, reinforcing of
the cooperation, the number of commis-
sioners, the Union Presidency), the agree-
ment obtained at minimum leaves every-
thing in the hands of those who saw the
integration only from the social point of
view. This attracts negative reactions or
restraints regarding the perspectives of its
approval.

Certain responsible found this text in-
compatible with ,social Europe”. The proj-
ect of the European constitution was pre-
sented as the document that allows the eli-
mination of the Nice Treaty imperfections;
it is for ever and irreversibly anchored for
the European Union in an over-liberal
economy, turning the back on the old
founders.

At the moment of the highest-level con-
ference from Nice, the heads of the states
and of the governments of the states of the
European Union closed the conference
by congratulating the united proclamation
of the Council of Europe, of the European
Parliament and of the Commission of the
Fundamental Rights Charter of the Union,
which gathers in the same text civil,
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political and social rights expressed so
far in different international, European or
national sources. The European Council
recommends encompassing in the charter
the highest possible diversity following the
one of the Union’s citizens [2]. All Euro-
pean institutions participate in the procla-
mation of a text.

Still, ever since its proclamation and

even before it, an important number of
potential ,Beneficiaries” were very con-
cerned regarding its contents and possible
lacks. For instance, regarding the union
right, it was not explicitly mentioned, it
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vaguely appears in the collective negoti-
ation right. The latter being reduced to
only one paragraph dedicated to solidar-
ity. This fact contributed to huge recoil,
especially reported to what it already ex-
isted in the matter, for instance French
rights and Italian and many other national
rights in the member states of the Euro-
pean Union. But above all, the essential,
that is the issues concerning the legal as-
pect and so their capacity of being effec-
tively respected and their infringements
punished, were reserved.

Indeed, the ,highest level conference”
[2]. So, the result of this proclamation was
a document with no legal value and with
an ambiguous significance.

Later, the highest level conference from
Athens regarding the Union expansion
didn’t work on granting it a respective legal
value that the social law specialists and
the citizens waited for. It will have to be
integrated in the constitution which in fact
constitutes only a very relative progress
and the constitution project didn’t allow
the advance over this point. Appealing as
well to those who would have wanted to
forget that if social progress was a found-
ers’ objective, who saw it as a automatic
result of building a market economy on
Europe foundation, it is nothing more than
a community law objective whose ambi-
tion is reduced today to ensuring a mini-
mum of social protection meant only to
limit the worst effects of the quasi-total lib-
eralism that became fundamentally essen-
tial, the only way, of the market economy
in the progress of being built at the basis
of the European Union [3], and where



social Europe cannot be built but on the
basis of at least saying social and of de-
nying the social progress which is no more
part of the European Union objectives for
a long time. Nevertheless, it is from now
on clear that economical freedom does not
spontaneously generate social progress.

From this point of view, it is not less

important that at the origins of the con-
vention meant to prepare the European
constitution, the social Europe is not part
of the ten working groups designed to per-
fect the document. This group wouldn’t
have been added eventually, reminding
the ones who forgot it or who wanted to
see the social aspect only as secondary in
the Furopean constitution. The document
before the constitution project in question
doesn’t leave any hope. The social aspect
appears as the great absent. The paper pre-
senting this text has 300 pages out of which
less than 10 are dedicated to it and even
wasted since the expression ,social pro-
gress” is used only twice all over the paper.

Certain enterprises responsible under-
stood well the entire profit they could have
on the text and from the spirit before the
European constitution project. In these
conditions, how could we convince the
employees of Europe’s benefactions with
the free capital and people market? In such
conditions, social progress may exist, es-
pecially by the effect of a jurisprudent in-
terpretation in favour of the employees,
possibly but uncertain from the texts,
coming from community norms, but also
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from others inspired from the judges out-
side it, but applied to the co-nationals from
the European Union, especially in the in-
ternational texts consecrating the human
rights [3]. It is true that the text before the
European constitution project provides the
possibility, that didn’t exist in previous
treaties, for the European Union, as the
one appealing to international instruments.
For the moment it is considered only the
adherence of the European Union to the
European convention of human rights,
which is a certain progress, but in the so-
cial right field, it represents only a mini-
mum. In this area, the way towards the
social progress is measured by the capacity
of states and populations concerning the
impelling on the European Union leaders
the adherence to international organiza-
tions in order to promote the social pro-
gress, especially in the International Labour
Organization, and to international con-
ventions containing texts that state social
rights so that it allows real social progress
and means to punish their infringement.
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With the Charter of fundamental social
rights, even with the European constitution,
we are far from the speeches of the found-
ers, since Europe’s leaders don’t chose a
market economy where man’s place be-
comes secondary, which is exactly the op-
posite of what proposes the text before
the constitution project, market by the pre-
eminence of the market economy. Indeed,
contrary to the appearances, the debate
is more economical than legal.

MARKET PRE-EMINENCE

As far as social politics is concerned,
after introducing the single currency euro,
the limits of control that the states were
disposing of, are reduced becoming insig-
nificant, almost inexistent. Or, in this area,
the construction of Europe puts on the first
place, in the larger sense, the introduction
of market economy as opposed to social
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progress. We recommend that the expan-
sion of Europe, to be the starting point
towards a return to the sources, allowing
the accomplishing of founders’ wishes that
Europe will be characterized by the har-
monization of legislations in the sense of
social progress. Nor did the project of the
European constitution. It leads to the in-
tegration of Fundamental Rights Charter
in the Constitution and allows the having
in view the adherence of the European
Union to the European convention of Hu-
man Rights which doesn’t mean but a mere
recognition of the social, that incriminates
even more by contrast the market pre-em-
inence.

1. The convergence criteria

Today, in the frame called globalization,
which is after all only an attempt to impose
the ultra-liberalism at the level of the pla-
net [4], the priority consists of competition



by reducing the labour expenses. In Eu-
rope, it is translated, at the level of the
European Union, by the introduction in
the name of «convergence» of the criteri-
on that an economist explained as being
outdated [4] and that people in charge in
the European Union not only foresee it as
a suppression, or at least an arrangement,
but also they come across the resistance of
those in charge in the European Union.
So, two of the founding countries of Eu-
rope, France and Germany, united in not
respecting one of the criteria and the de-
veloping difficulties, obtain an advantage,
which from tomorrow inducts an imme-
diate answer from the commission in the
form of hostile reactions, a little bit later an
intimation of the European Justice Court.

These criteria provide that the states
do not control entirely or partially certain
instruments as the exchange rate, the in-
terest rate, the budgetary deficit, tools ne-
cessary for the implementation and opti-
mization of a particular social politics. In
these normal legal conditions that a state
recommends to be implemented influence
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ical aspects and even to be found ques-
tionable. Within the unique market where
economical policies are not independent
anymore, the only correction variant re-
mains the labour market, see the cost of
labour, the one which will introduce a high
unemployment rate in certain European
regions. The pre-project of the constitu-
tion is nit able to incriminate, «the logics
of competitive un-inflation induced by the
Maastricht treaty is wrong about the ene-
mies, the essential enemy is not only the
inflation but also unemployment», as the
scheme below also shows (Figure 1).
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Figure 1 — Social Level Problems
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There can also be recognized certain

base elements of the neo-liberal thinking
propelled by Friedrich von Hayek. For in-
stance, even from the start, in The Road
to Serfdom, von Hayek explains: It is the
replacement of man with impersonal forces
of the market which, in the past, made
possible the development of a civilization
without which this one couldn’t have de-
veloped; even by this replacement to which
we all participate every day, let's build
something more, that we all could fully
understand” [5].

There can also be recognized certain
base elements of the neo-liberal thinking
propelled by Friedrich von Hayek. For
instance, even from the start, von Hayek
explains: It is the replacement of man with
impersonal forces of the market which, in
the past, made possible the development
of a civilization without which this one
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couldn’t have developed; even by this

replacement to which we all participate

every day, let’s build something more, that

we all could fully understand” [5].

From this thinking, three main postu-
lates of the Hayekian liberalism result:
1. The entire future progress requires that

individuals obey ,impersonal forces of

the market” (eg. prices system). The
prices system informs on the social,
economical and political activity and
is in the essence their ,absolute” refer-
ence. Corollary to this fact, to fix a price

(or a salary) by law or by a union agree-

ment, without obeying the impersonal

forces of the market, will undoubtedly
produce negative effects superior to the

expected positive ones [5].

2. The capitalist market is an ensemble of
mechanisms functioning spontaneously
ensuring a neutral, impersonal coordi-
nation beneficent for everybody. It is
to be retained that everybody means
only that the social interest must be
preferred to individual aspects, but, in
the same time, if liberalism presents a
risk in evidencing the fact that inequal-
ities are increasing, the capitalism is,
at a global level, the best system in the
overall production of well-being.

We are incapable to understand the
functioning of the system as a whole (in
the sense of reasonably apprehend its com-
plexity). It is always «omething bigger than
what we can fully understand- [5]. There-
fore, how can we plan efficiently (as the
socialist theory envisaged) something that
exceeds our expectations? Friedrich von
Hayek expresses his concepts in a chapter



title of his work The Fatal Conceit: ,,On what
cannot be known cannot be planned”.
(, There is not alternative”)! How he would
have liked to find some political figures
with whom he confronted in their rea-
soning since the Berlin Wall fall.

Conclusion

There are, therefore, two ways of
thinking Europe, seeing it as a vehicle of
liberal globalization or as a work for the
construction of an authority ensuring its
autonomy reported to United States, but
if the project is political, we will notice
that the instruments are economical.

Ultimately, two logical theories are con-
fronting, leaving competition to manifest
itself and the harmonization supported
by contagion to be seen (the arrangement
being made credible by the only labour
market and, so, by ,stocking”), preferring
a harmonization by supranational coordi-
nation which will determine social rights
at a minimal level. It seems that the lack
of political will and the liberal inspiration
(Italian or English, for instance) that is
noticed before the European Constitution
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project leads us more towards the first
alternative: ,to let it flow” but no seeming
to be appropriate for the expectations of
the involved population. This makes the
construction of a certain Europe an impos-
sible mission and compels to reflect on the
implementation at the level of the entire
Europe of the institution which should be
of high economical performance, taking
into account the rightful aspirations of
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