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The organization’s human capital is the pool of high potential and high performing
employees. The collective value of the capabilities, knowledge, skills, abilities,
life experiences, and motivation of an organization workforce are essential to

human capital of company. These elements contribute to develop differentiated human
resource architecture, to satisfy the needs of most critical talent, and lead to higher
performance and organizational profitability. Thus, human capital can be a source 
of competitive advantage for companies whether they focus on business needs by
identifying the key jobs, skills, competency models and the proper talent to work 
in these positions.

Talent management is a process that goes beyond simply identifying the jobs that
provide a long-term advantage, it requires attracting and retaining talent as well as
providing good development opportunities for high-performing employees, so that
they can effectively work in these jobs. In addition, talent management is a process
that must be fully integrated within all of the employee related processes of the or gan -
ization and when developing company business strategies. The talent management
process consists of recruiting, selection, placement, training, development, appraisals,
compensation, career planning, succession planning and retention. Thus, this process
should be able to place the right people in the right position at the right time. 
This means that it is not sufficient to attract individuals with the right talent, the
organization need to develop, managing and retaining
those individuals.

Some organizations focus talent management
talents only a few „high-potential” jobs. Attracting,
retaining and developing individuals with certain qual -
ifications who are strong in specific skills have become
the main emphases for many talent management
efforts. Other organizations view talent management
more broadly. Targeting primarily only a limited
workforce of talent management efforts may lead to
many other employees perceive their career opportu-
nities as being limited. Many firms are not designed to
optimize talent performance. Nevertheless, some com-
panies have established programs to identify high-pot -
ential individuals providing learning opportunities to

Strategies to maximize 
performance

EDITORIAL

„People who are 
unable to motivate 
themselves must be 

content with mediocrity,
no matter how impres-
sive their other talents.”

(Andrew Carnegie)
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gain new competency and additional
visibility in the firm. Talent manage-
ment policies are strategic tools
because they develop employees’
careers.

Some studies show that many
companies have a preference for
hiring individuals who already
developed their skills somewhere
else, rather than develop internally
competitive human resources. Thus,
internal candidates are the best solu-
tion during times when company
performance is high, and outside
candidates are the solution during
times of crisis. 

Technical and professional workers, such as engineers, teachers, dentists, scientist,
and IT experts are usually hired because the company can obtain the needed skills
rapidly. When it is unable to find qualified job candidates to hire, the company looks
internally for successive candidates.

The workforce becomes more global, dispersed and agile. As an organization
strives to meet its business goals, it needs to quickly and effectively respond to the
unexpected changes. Firms move individuals to new jobs calling for higher-level
capabilities, for increased employee motivation. Career path represents employees’
movements through opportunities over time and reflects the most important compe-
tencies needed to accomplishment company profitability. A clear path for talent plan-
ning is based on the competency model that helps to identify talent and gaps. For in -
stance, coaching activities that combines observation with suggestions may help create
high-performance teams. Coaching is the continual process of learning by doing.

Learning organization offers a significant opportunity to develop employees
through continuously learning and solving problems in their areas of expertise. Thus,
succession planning can be used to develop a plan for the orderly replacement of

key employees, including deciding whether to make or buy
talent. It identifies the critical knowledge, skills and ability
gaps across the current workforce to develop targeted action
plans. Individuals adapt to career demands by shaping their
knowledge, skills and abilities. In fact, managers determine
if individuals are ready, willing, and able to perform duties
at a higher level of organization. Training, succession plan-
ning, career planning, and performance management are
crucial components of talent management.

Prof. Gheorghe Militaru Ph.D.
Deputy Chief Editor

„No executive has 
ever suffered because
his subordinates were
strong and effective.”

(Peter Drucker)
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Multicultural 
Business Negotiation
Alexandra Ioanid
University „Politehnica” of Bucharest

In order to succeed in business, in the context of globalization, there is vital to
understand how culture influences all processes that take place in an organization.
Products are designed today in one culture, manufactured in another culture and
sold in another, requiring more multicultural business interactions then ever before.
The current research paper focuses on the intercultural negotiation processes, having
the objective to show how developing cultural awareness in international business
context can help negotiators to obtain better results. Using as a methodology the
exploration of recognized literature sources, the paper analyzes the theoretical and
practical implications of negotiations in certain cultural contexts, comparing
indi vid ualistic to collectivist cultures, high to low-context cultures and egalitarian
to hierarchical cultures, focusing on specific negotiation characteristics. There has
been little attention given to the way Romanian negotiate, so this paper attempts to
analyze the negotiation styles of Romanians in comparison with other negotiation
styles, especially the American and the Japanese negotiation styles, as these two
styles are the most encountered in nego-
tiation literature. The ideas mentioned
in this paper are based on literature
research and also on author’s participa-
tion in multicultural negotiations.

Keywords: multicultural negotiation,
multiculturalism, international trade

1. INTRODUCTION
At the forefront of any business op por -

tunity stand the agreements negotiated
between companies. Especially in multi -
cul tural environments, every acquisition or
sale is preceded by a form of negotiation,
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* Correspondence to Alexandra Ioanid: alexandra.ioanid@upb.ro

„Globalization 
has changed us into 

a company that searches
the world, not just to sell 
or to source, but to find
intellectual capital – the

world’s best talents 
and greatest ideas.”

(Jack Welch)
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whether it is a business meeting or a sim-
ple exchange of e-mails. According to the
Romanian National Office for Commerce,
about 40% of the total number of regis-
tered companies has business relations
with companies from other countries.
Given the big number of Romanian com-
panies engaged in international business
relationships, the aspect of negotiation
effectively is of great importance to the
success of the company, so this paper
identifies the characteristics of the Ro ma -
nian negotiator and gives valuable advice
on how to conduct multicultural negotia-
tions. The concept of negotiation was
analyzed for the first time by Herodotus,
who noticed the way Greeks were trad-
ing with Egyptians (Imai, 2010). In the
second century BC, people from various
cultures started to do business along the
Silk Road, between the Roman Empire and
China, later this being known as the first
multicultural trading (Elisseeff, 2000). In
the last decade, taking into consideration
the globalization phenomenon, effective
multicultural negotiation is an important
aspect of relationships between organiza-
tions, alliances and sells of products and
services in a global market (Keller,
1993). The literature shows that the
chances are higher to obtain a good
result when negotiating in the same
culture that both negotiators belong
to, while there is less profit when
negotiating with someone from a
different culture (Adler, 2007).

There are two forms of negotia-
tion – distributive and integrative.
Distributive bargaining suggests that
the negotiator gives very little infor-
mation to the other part, while the
integrative bargaining requires co op -
eration between the parts and
implies a higher level of trust. Both

forms should ideally end in win-win situ -
a tions, when both parts obtain an equal
benefit, but in reality, the end of a nego-
tiation process favors one of the parts more
then the other, usually the part with the
better-skilled negotiator. All negotiators
have the power of bargaining and the re -
sult of the negotiation depends on their
experience and inspiration for choosing
the best strategy and adapt it to the situ-
ation, but also on their understanding of
cultural differences and on their ability to
create an advantage. Some of the most
important characteristics of multicultural
negotiation are: Individualism, Commu ni -
ca tion, Power Distance and Environment.
(Gelfand, 2004). Each of these character-
istics gives hints to the negotiator about
the values and expectations of the busi-
ness partners he deals with. The charac-
teristics give the possibility to understand
different cultures, to position correctly to -
wards them and to adapt the negotiation
strategies accordingly in order to succeed.
Each of the characteristics from above
will be analyzed in multicultural context.
To obtain desired outcomes from effec-
tive negotiations, organizations should

Alexandra Ioanid
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put cultural issues at the heart of their ne -
gotiation strategies.

The structure of the paper is as fol-
lows. Section 2 describes the differences
between the high-context cultures and
low-context cultures, section 3 highlights
the characteristics of both collectivist and
individualistic cultures and section 4 dis-
cusses Hofstede’s power distance index in
the context of hierarchical and egalitarian
cultural negotiation. The last section draws
conclusions and provides further discus-
sions.

2. HIGH VERSUS LOW-CONTEXT 
CULTURE NEGOTIATION
The terms high-context culture and

low-context culture were introduced by
Hall and refer to a culture’s tendency to
use high-context messages or low-context
messages in routine communication and
negotiation. In low-context cultures, the
negotiator needs to be very explicit and
the value of a single word is less impor-
tant then in high-context cultures where
many things are left unsaid, and should
be understand from the cultural point of
view. Some of the low-context cultures are
encountered in United States, Switzerland,
England or Germany, while a few of the
high-context cultures are encountered in
Japan, China, France, Spain, Greek or Italy
(Hall, 1973). Romania is a higher-context
culture, being grouped together with Italy
and Spain in the Latin European cluster
(Adair, 2005). Romanian negotiators are
different from the ones from neighbor
countries, being more similar to Italian or
Spanish negotiators mostly due to the fact
that they prefer to have personalized ser -
vices and to develop personal friendship
in parallel with the business relationship.
Contrary to the low-context cultures, like

Switzerland or Germany, that put a lot of
importance on speed and efficiency, the
high-context culture countries appreciate
more a good personal relationship be -
tween the business partners, then the
speed of solving issues appeared in the
negotiation process.

During business negotiations, the ex -
change of information is done according
to the type of cultural context the nego-
tiators come from. Negotiators from low-
context cultures exchange information di -
rectly, being honest about their interests
and priorities, while negotiators from
high-context cultures exchange informa-
tion indirectly, by using vague statements
and not being very open about their in -
terests or priorities (Adair, 2005). It is more
difficult to lead an effective integrative
negotiation in high-context cultures then
in lower-context cultures. The problem
that might appear even for experienced
negotiators, whether they are dealing with
a high- or a low-context culture, is the
re ciprocal sequencing of integrative tech-
niques or complementary sequencing of
integrative techniques (Adair, 2005). This
issue can be avoided by being prepared
when interacting with different culture ne -
go tiators and by cooperating in order to
obtain a mutually beneficial agreement. 

Multicultural Business Negotiation
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Higher-context cultures are more fre-
quent in Asia and in countries with low
racial diversity, that have the tendency to
rely more on traditions, and at the same
time, have a representative history and
little change over time. It is essential for
a negotiator to be able to adapt to higher
or to lower-context cultures, in order to
have a successful negotiation outcome.
When a high-context culture negotiator
goes into a low-context culture environ-
ment, the negotiator should be aware of
the fact that the relationship with the part -
ners will be strictly a business one, and
the focus will be on how efficient is the
negotiation process going. Even if his cul -
tural background might influence the ne -
go tiator into trying to develop a personal
relationship with the business partners and
to try to know them better before signing
any agreement, this strategy might have
exactly the opposed result and lower the
chances of succeeding. Also, when a
low-context culture negotiator goes into
a high-context culture environment, there
will often be an interference of the per-
sonal life in the business negotiation and
the negotiator should know that building
a friendly relationship with the partners
is the key to get to an agreement, even if
from his own cultural background this
behavior might not seem that important.
There is a tendency for low-context cul-
tures to use distributive bargaining, while
integrative bargaining is encountered more
in high-context cultures, as it requires a
stronger relationship and a higher level
of trust.

3. INDIVIDUALISTIC VERSUS
COLLECTIVIST CULTURE NEGOTIATION
The concepts of individualistic culture

and collectivist culture refer to the de pen -
dence of a person towards his social group.
From negotiation point of view, individ -
ua listic cultures focus on the individual
achievements of the negotiator, that has a
competitive attitude, looks for challenging
opportunities and are not afraid to take
risks. The negotiator wants to reach his
personal goals before reaching the goals of
the group he belongs to (Hooper, 2005).
For collectivist cultures on the other hand,
traditions and customs maintain a deep in -
terconnection and dependence between
its individuals, as most of the times, the
needs of the group come before individual
ones. If in individualistic culture, the per-
sonal achievements of the negotiator are
rewarded, in collectivist cultures, the sac-
rifice of the personal interest for the ones
of the group is appreciated most. Col lec -
tiv ist culture negotiators are more em pa thic
to the needs and interests of their groups
and communities then individualistic cul-
ture negotiators are. After studying for
many years the characteristics of IBM em -
ployees at the end of 1980s Geert Hofstede
classified the cultures to which the em -
ployees belonged, in individualistic and
collectivist. He found out that the most
individualistic people come from United
States, Australia, Canada, England and Neth -
erlands, while the most collectivist cul tures
are in Japan, Russia, South Korea, China and
the Middle East countries (Hof stede, 1990).



A negotiator from an individualistic cul -
ture wants to win in a negotiation, re gard -
less if the other part looses, while collec-
tivist culture negotiators look for win-win
agreements. Individualistic culture nego-
tiators focus on short-term goals, while
collectivist culture negotiators are more
interested in fulfilling their long-time plans
(Hooper, 2005). The negotiations within
the same cultural background, either be -
tween collectivist culture negotiators or be -
tween individualistic culture negotiators, go
smoothly and also high-goals are achieved
most of the times, the problems appearing
when negotiators have different cultural
background (Okumura, 2001). Okumura
analyzed the negotiations between Ame -
rican and Japanese and concluded that
the self-interest of the Americans affect
the negotiation process with the Japanese,
who emphasize social obligations before
economical interest (Okumura, 2001). 

Collectivist negotiators are more pes-
simistic, fearful of failure and have a great -
er tendency to eliminate conflict causes
in the discussions, while individualists are
optimist, ready to risk in order to achieve
their goals, not afraid of conflicts and ready
to leave the negotiation table at any mo -
ment if there is not the chance of winning
(Hooper, 2005). Individualistic cultures em -
phasize on positive outcomes as opposed
to collectivist’s cultures that avoid nega-
tive outcome, so „collectivists are more
likely to cooperate in negotiations where
they stand to lose. Individualists are quite
happy to leave a negotiation if it does not
result in a profitable deal for them”
(Hooper, 2005).

The collectivist culture negotiators va lue
their social networks much more then in -
dividualistic culture negotiators. For ne go -
tiators with collectivist cultural background
it is more important to build a long-term

Volume 3, Issue 1 – March 2015    9



business partnership, then to make a good
business one time. Especially in Arabic
countries, the friendship is equally im por -
tant and sometimes even more important
then the outcome of the negotiation. Com -
panies should be very careful when re -
placing the negotiator that got to an a -
gree ment with a business partner from a
collectivist culture, as the agreement might
fall if the contact person has changed. 

Romania, as a former communist coun-
try, is closer to collectivist cultural nego-
tiation. The Romanian negotiators value
trust and a close business relationship.
They tend to develop informal relations
beside the formal business ones with their
partners and in the negotiation process
they are rather pessimist and try to over-
come any negative situation that might
appear. However, in the last two de cades,
after the revolution, due to the presence in
the Romanian market of the multinational

companies, the Romanian negotiator is
getting further from the extreme collec-
tivist negotiation style used in communist
times and integrates in the negotiation pro -
cess some elements of individualistic cul-
ture negotiations.

4. POWER DISTANCE: 
EGALITARIAN VERSUS
HIERARCHICAL NEGOTIATION TYPE
The idea of power distance refers to the

acceptance of unequal power between ne -
gotiators. Cultures where high-power dis-
tance is common (hierarchical) are the
ones where some people are considered
superior to others due to social status,
sex, race, age or family backgrounds, as
opposed to the cultures with low-power
distance (egalitarian) that consider peo-
ple to be equal and focus more on the

Alexandra Ioanid
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personal achievements of individuals, not
on their inherited status. The power dis-
tance grows proportionally with the un e -
qually distribution of wealth in the society.
High-power distance cultures are com-
fortable with hierarchical structures, have
very clear authority representatives and
accept the right to use the power of the
authorities. The cultures with the highest
power distance are in the Arabic countries,
the Asian countries and in India (Hooper,
2005). Low-power distance cultures use
shared authority, are comfortable with flat
democratic organizational hierarchies and
use the power only if it is absolutely ne -
ces sary and only in legitimate scopes.
Low-power distance cultures are found in
Austria, Israel, Sweden, Norway, Switzer -
land, England and Germany. Romania is
closer to the high-power distance cultures.
From a score of 0 (low) to 100 (high),
Romania obtained 90 in 1984 in Hofstede
research, and is considered to be around
75-80 at the moment, due to the changes
that the country experienced after 1989. 

Romanian society is still organized with -
in hierarchical culture structures that de -
ter mine the social status. Like in any other
high-power distance culture, in Romania
respect is given to those in senior posi-
tions, together with authority and social
advantages, but at the same time, the re -

spon sibility to take care of the people in
lower positions within the same group.
This responsibility towards lower status
members does not exist in egalitarian cul -
tures, as everybody is considered to have
the same rights and responsibilities, re gard -
less of the rank (Hooper, 2005).

Conflicts between hierarchical culture
groups is very rare, as both will ask for
me diation from a superior, instead of hav -
ing a face-to-face negotiation, as opposed
to conflicts between egalitarian culture
groups, that will work the conflict out
them selves, in a direct negotiation (Hooper,
2005).

Another difference between the two
cultural types is the use of BATNA as
Okumura states, the hierarchical culture
negotiators, like the Japanese, view BATNA
as „a point to reach for in negotiations”,
contrary from the way egalitarian cultures
negotiators, like Americans, see it as „a
starting point to begin negotiations” (Oku -
mura, 2001; Hooper, 2005). The survey
developed by Geert Hofstede’s Institute
of Research (IRIC) gives the power-dis-
tance index for managing diversity, but it
can be used also in negotiation processes.
In contains several indexes, but for this re -
search were relevant PDI (Power Dis tance
Index) and IDV (Individualism).
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The high-power index of Romania in
Table 1, proves that Romanian employees
and negotiators in particular, don’t like to
take risks and prefer to build a good rela-
tionship with the managers, in order to

feel protected and to avoid direct re spon -
si bility. This high score also shows that
Romanians don’t disagree with their su -
pe rior and accept their authority in most
cases, without any comment. 

Alexandra Ioanid

Table 1 – Hofstede’s estimation on PDI and IDV

Source: http://geert-hofstede.com
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Conclusions

This paper emphasized on the impor-
tance of negotiating across cultural barriers
in a global trade environment. The indi-
vidual cultural difference characteristics
of the counterpart’s representative are a
key predictor of intercultural negotiation
effectiveness. Being aware of whether the
negotiation process is done with a high or
low-context culture negotiator, with a hier -
ar chical or egalitarian culture negotiator
or with an individualistic or collectivist
one, can help overcome communication
obstacles due to cultural differences. Ne -
go tiators should find a balance between
their personal interests and objectives and
the counterparts’ goals and expectations
and find the best negotiation strategies in
order to obtain the desired output in 
a win-win agreement. Multiculturalism

should be seen as an advantage for cre-
ating strong connections between organ-
izations from dif ferent cultures, using
pleasant conversations while building trust.
It is recommended for a negotiator to be
exposed to as many different cultures as
possible, in order to gain experience and
to be able to find opportunities for inte-
grative deals based on cultural differences.
The ideas presented in this paper are use-
ful for both the academic researchers and
for the companies’ representatives, which
want to assure the desired negotiation
outcomes.
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The aim of the paper is to show that innovation and imitation should not be re -
garded as entirely distinct concepts, being inextricably intertwining. An innovation
is being capitalized on by followers having fully imitative behavior, the imitation
benefiting from innovation using either licit or illicit instruments and having either
a creative and added value approach or causing disruptive effects to the initial
innovation. The methodology consists of a comparative analysis of two significant
forms of imitation, i.e. cross-industry innovation vs. counterfeits, being opposite
in terms of creativity and legality, with the purpose of establishing an analytical
view of the associated drivers and/ or risk factors. The paper displays as results the
analytical view of said drivers and/ or risk factors empirically indicating that
cross-industry innovation promises stronger and sustainable economic impact
and potential for further development over counterfeiting. Still, the authors argue
that innovation, comprising it’s both dimensions (i.e. „new to the world” and
„imitative behavior”) is to an extent the result of multiculturalism due to its global
attribute and its intrinsic dependence on human factor, and teamwork and 
globally available knowledge. 

Keywords: innovation, counterfeiting,
disruptive, risk factors

The Impact of Imitation 
on Innovation
Geanina Silviana Banu, Andreea Dumitrescu,Anca Alexandra Purcarea
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INTRODUCTION
Innovation and imitation are de fined

by the literature as being two processes
having both distinct and similar charac -
teristics. Moreover, imitation is increas-
ingly viewed as a component or as one
dimension of innovation. Yet, the merits
of imitation take a back seat to its „dis -
rup tive” features. For the purpose of this

„Hide 
not your talents, 

they for use were made.
What’s a sundial 

in the shade?”
(Benjamin Franklin)
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paper, the authors consider that just as in -
no vation has a „disruptive” potential, the
imitation can also display a disruptive na -
ture, especially when causing infringement
of intellectual property rights. In view of
this opposite features (i.e. merits and dis-
ruptive nature), the authors propose a new
classification of imitation to be discussed
in the present paper.

The structure of present paper unfolds
with the state of the art and objectives of
the work followed by the research, com-
prising the methodology and a compara-
tive analysis presenting the results and dis -
cussion. The conclusions follow the re -
search highlighting the aspects raised in
present paper in regards to innovation and
imitation and the relation between the two.

STATE OF THE ART
Building on Schumpeter’s vision on in -

no vation, the Oslo Manual depicts inno-
vation as involving the utilization of new

knowledge, but also the new use or com -
bination of existing knowledge, and as de -
manding the minimum requirement for a
product, process, marketing method or or -
ganizational method of being new or sig -
nif icantly improved to a particular organ i -
 zation (OECD, 2005). This approach de -
fines the innovator as being either the first
to develop the innovation, or the one who
is adopting it from other organizations,
thus clearly comprising the dimension of
imitative innovation. While going over
some of the most comprehensive works
in the field, Niosi (2012) concentrates the
features of imitation from the perspective
of innovation. He highlights that most eco -
nomic development in catching up pro -
cesses starts up with imitative innovation
(i.e. which is new to the countries and the
organizations that adopt the innovation,
but not necessarily new to the world). Still,
incremental innovation is the basis of
evolutionary imitation as the observation

16 FAIMA Business & Management Journal
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and imitation of others are the basics for
progress and innovation in the case of
most individuals and organizations. Fur -
ther more, imitation is pervasive due to its
cost and time saving, while being centrally
linked to diffusion (i.e. the diffusion of in -
novation at a large scale is being achieved
through a process of imitation). R&D is a
key routine not only for innovation, but
also for imitation and creative or innova-
tive imitation as the first mover advantage
is oversold (i.e. the followers and imitators
often reap the benefits of innovation)
(Niosi, 2012).

As long as innovation is defined both
as being something completely new to
the world, but also as something new just
for a particular entity or market, and not
necessarily new to the rest of the world,
it can be argued that imitation is an inte-
gral part of innovation. To this end, the
Oslo Manual justifies the „new to the firm”
minimum requirement of an innovation
as follows: adopting other’s innovations
require a learning process which can lead
to improvements of the initial innovation,
and also the development of others; the
full impact and economic benefits of an
innovation are reached by having other
entities and markets adopting the initial
innovation (OECD, 2005). It should also
be noted that 80% of all innovations are
based on the recombination of existing
knowledge (Echterhoff et al, 2013).

When integrating imitation into the in -
novation concept, the degree of novelty
allows for identifying the various players
on the market, e.g. the developers and
adopters of innovations, the market lead-
ers and followers (OECD, 2005). Katz and
Shapiro describe two types of follower’s
behavior: license and imitation (Katz et al,
1987). Thus, it can be argued that when
dis tinguishing between the innovation

players on the market, the ones that stand
out are the innovators who first bring the
innovation to the market, and their fol-
lowers who are either choosing the legal
approach of adopting the initial innovation
by employing instruments of intellectual
property or the more or less disruptive
components of imitation, while breaching
or not the intellectual property rights of
the initial innovator. Furthermore, it can be
argued that when referring to all followers
of an initial innovation, which are either
legally or illegally benefiting from it, their
behavior is entirely imitative. Accordingly,
it is the approach the imitator takes when
benefiting from the creation of the initial
innovator, that should be clearly catego-
rized, and not his behavior. Thus, the imi -
tation and imitators could be categorized
as licit or illicit and as creative or disrup-
tive to the initial innovation. 

Niosi (2012) summarizes the various
forms of imitation found in the literature
as follows:

The Impact of Imitation on Innovation
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• Counterfeits (product pirates, fraud-
ulent imitations, e.g. fake Hermes
bags, fake Rolex watches);

• Clones (similar copies, usually under
a different brand name or none, e.g.
„Nibe” instead of Nike, „McDnoald’s”
instead of McDonald’s, „Nokla” in -
stead of Nokia, );

• New or improved products or pro -
cesses inspired from competitors;

• Creative adaptations;
• Design copies (the original design of

a product is being creatively re pli ca -
ted and adjusted to represent a new

product with a similar design, under
a completely different brand name,
usually that of a competitor, e.g. sim -
i lar design cars, similar logos, similar
websites);

• Adaptations of a technology to ano -
ther industry (i.e. cross-industry in -
no vation);

• Simplifying the original product;
• Repositioning the original product to

a different segment of the market. 

OBJECTIVE OF RESEARCH
Considering the above various forms

of imitation and their above proposed
categorizing, the following distinction is
asserted: new or improved products or
processes inspired from competitors, cre-
ative adaptations, design copies, adapta-
tions of a technology to another industry,
simplifying the original product and
repositioning the original product to a
different segment of the market repre-
sent licit and creative forms of imitation,
while counterfeits, clones and other sim-
ilar reproductions represent illicit forms
of imitation and disruptive to the initial
innovation (Figure 1).
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Figure 1 – Forms of imitation. Adaptation from Niosi (2012)



When distinguishing between licit and
creative imitation versus illicit and disrup -
tive imitation, the following characteristics
need to be emphasized: 

• The legal aspect refers to the state
of breaching or not the intellectual
property rights of the initial inven-
tion;

• The creative attribute refers to the
ability of the imitator/the potential of
the imitation to creatively utilize an
improved, simplified or repositioned
innovation without breaching any in -
tellectual rights of the initial innova-
tion;

• The disruptive aspect refers to the
capacity of an illicit imitation to affect
the initial innovation in its economic
valorization on the market. 

In order to understand the impact and
potential for further development of licit
and creative imitation, versus illicit ad dis -
ruptive imitation, an empirical research was
performed on two representative forms of
each imitation categories, respectively on
cross-industry innovation and counterfeit -
ing, with the aim of establishing an analyt -
ical view of the associated drivers and/or
risk factors.

RESEARCH METHODOLOGY
The methodology employs tools of se -

condary research, and consists of a com-
parative analysis of two significant forms

of imitation, i.e. cross-industry innovation
vs. counterfeits, the two being opposite
in terms of creativity and legality. Various
online sources, i.e. secondary sources, were
researched, and the findings were inter-
preted with the purpose of determining
the potential of creative and licit imitation
over the illicit and disruptive imitation by
establishing an analytical overview of the
associated drivers and/or risk factors. Still,
other secondary sources (i.e. literature and
previously conducted research studies) were
researched to identify said drivers and/or
risk factors empirically indicating that cross-
industry innovation promises strong er eco -
nomic impact and potential for further de -
vel opment over counterfeiting.

RESULTS AND DISCUSSION
When distinguishing between licit and

creative imitation, versus illicit and disrup -
tive imitation, the following characteristics
need to be emphasized:

• The legal aspect refers to the state of
breaching or not the intellectual prop -
erty rights of the initial invention;

• The creative attribute refers to the abil -
ity of the imitator/the potential of the
imitation to creatively utilize an im -
proved, simplified or repositioned in -
novation without breaching any in tel -
lectual rights of the initial innovation;

• The disruptive aspect refers to the
capacity of an illicit imitation to affect
the initial innovation in its economic
valorization on the market.

The Impact of Imitation on Innovation
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In order to understand the impact and
potential for further development of licit
and creative imitation versus illicit ad dis-
ruptive imitation an empirical search was
performed on two representative forms
of each said imitation categories, respec-
tively on cross-industry innovation and
counterfeiting, thus establishing an analyt -
ical view of the associated drivers and/or
risk factors.

Cross-industry innovation takes place
when „...already existing solutions from
other industries are creatively imitates and
retranslates to meet the needs of the com -
pa ny’s current market or products. Such
solutions can be technologies, patents,
spe cific knowledge, capabilities, business
processes, general principles, or whole
busi ness models” (Enkel et al, 2010). Con -
sidering that most of innovation is ex -
pressed by an imitative behavior, and by
new use or combination of existing knowl -
edge from various domains, it can be ar -
gued that cross-industry innovation rep re -
sents a significant component of the licit
and creative imitation.

On the other hand, counterfeiting is
„used to describe a range of illicit activi-
ties linked to intellectual property rights
(IPR) infringement“, taking place when
product pirates are placed on the market
(OECD, 2007). Considering that counter-
feiting affects all forms of intellectual prop -
erty, it can be argued that it represents a
significant component of the illicit and dis -
ruptive imitation.

In order to better understand the com-
plexity of cross-industry innovation and
its unlimited ability to reach across in dus -
tries, Table 1 presents various innovations
which were successfully transferred and
readjusted from the initial industry where
they were first developed to become new
solutions in different domains or industries.
To this end, important features such as
source industry and adoptive industry and
the transformation path of the initial in -
no vation into a new solution were iden-
tified and highlighted by researching var-
ious online sources comprising relevant
examples of cross-industry innovation.

Table 1 clearly shows the unlimited po -
ten tial of innovation to cross over sectors
and industries which apparently do not
employ the same means and solutions.
Furthermore, extra benefits of the innova -
tion are exploited when crossing the initial
industry, providing also a source of both
incremental and radical innovation. By
over coming the industrial barriers, cross-in -
dustry innovation stimulates a global per-
spective, thus accelerating progress. While
an innovation is maturing in one specific
sector or industry, same innovation can be
capitalized by transferring it and adjusting
it to work as a new solution for another
sector or industry. Considering the growing
competitiveness of the global economy,
the above attributes of cross-industry in no -
vation allow for substantial capitalization
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of innovations which are now facing a
faster maturity growing speed. Still, in stru -
ments such as technology transfer, intel-
lectual property rights valorization, coop-
eration, technology diffusion, etc. are being
exploited where possible or necessary.
Table 1 also highlights the importance of
knowledge and innovation in nature study
(e.g. biology) which shows the biggest
potential for cross-industry innovation and
progress. It needs to be emphasized that
cross-industry innovation involves prod-
ucts; technologies, organizational pro -
cesses and marketing processes.

At the opposite end of the imitative
behavior, we find counterfeiting as illicit
and disruptive imitation. In a study mea -
suring the economic impact of counter-
feiting, the Organisation for Economic
Co-Op eration and Development has high -
lighted the fact that counterfeiters and pi -
rates target products with high profit mar -
gins, while considering the risks of detec-
tion, the potential penalties, the size of the
markets that could be exploited and the
technological and logistical challenges in
producing and distributing products
(OECD, 2007).

The Impact of Imitation on Innovation

Table 1 – Examples of cross-industry innovation 
(Bader et al, 2013; Natural Edge Project, 2006; Ask Nature, 2014; 

Cross Industry Innovation, 2014; Biomimicry Institute, 2014)
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Havocscope, which is an online avail-
able database permanently collecting data
on the global illicit market, is providing a
comprehensive view of the counterfeiting
around the world. Figure 2 depicts such

data, respectively the ranking of counter-
feit goods by losses, allowing thus for an
understanding of the type of industries
most affected by counterfeiting and of the
economic impact of this phenomenon.
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Figure 2 – Type and ranking of counterfeit goods by losses 
(Havocscope Global Black Market Information, 2014)

As illustrated in Figure 2, the counter-
feiting takes place in any industry where
products can be counterfeited for satis-
factory profits, covering industries from
medicine to military, from clothing to
money manufacturing and others. It can
be seen that not only products with luxury
items categories are being counterfeited,
but also everyday products. The economic
impact of the counterfeiting, respectively
the losses it generates, shows the biggest
loss in the pharmaceutical industry, i.e.

an estimated $200 billion financial loss is
caused globally by counterfeited drugs,
followed by the electronics industry, where
counterfeited electronics generate global
losses of $169 billion, and the IT industry
where counterfeited software generates glo -
 bal losses of $163 billion. A dramatic fi nan -
cial loss is noted in the case of coun ter feit -
ed foods, i.e. $49 billion, highlighting the
dangerous feature of counterfeiting, pre sent
also in other goods sectors such as coun-
terfeited drugs, cosmetics, pesticides, etc.
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The ranking puts counterfeited lighters
and batteries in the last two positions, yet
with significant losses, respectively $42 mil -
lion and $23 million.

To help complete the view on counter -
feiting, Figure 3 shows the losses to coun -
terfeits goods by country.

The Impact of Imitation on Innovation

Figure 3 – Losses to counterfeit goods by country 
(Havocscope Global Black Market Information, 2014)

According to Havocscope database, Fi -
gure 3 puts the United States at the top of
losses to counterfeit goods, i.e. $225 bil-
lion, followed at a significant distance by
Mexico and Japan with $75 billion each.
Romania ranks in the 51 position out of
a total of 88 ranked countries, with losses
to counterfeiting of $236 million. Counter -
feiting affects also the most underde -
veloped countries in the world, such as
Zimbabwe or Myanmar with losses of $4
million each. Figure 3 provides under stand -
ing of the magnitude of counterfeiting
which is present in most economies re -
gard less of their development stage.
Additional to the information provided by
Havocscope database, the Organisa tion
for Economic Co-Operation and Develop -
ment highlights the variation in the con-
sumption patterns (OECD, 2007). Accord -
ingly, it identifies the Middle East as the
principal market for counterfeit automo-
tive parts, followed by Europe and North
America, while most counterfeit pharma-
ceutical products are sold in Africa. Still,
counterfeits such as electrical components,
food and household products are being
marketed worldwide, yet Africa, Asia and

Latin America are identified as key mar-
kets. Counterfeited music, movies and soft -
ware cover the global market being sig-
nificant in all economies. While having
disruptive effect on innovation, counter-
feiting is estimated to reach a global trade
value of $1.77 trillion in 2015, according
to the International AntiCounterfeiting
Co alition (The International AntiCounter -
feiting Coalition, 2010).

The impact and potential for further
development of licit and creative imita-
tion versus illicit ad disruptive imitation
can be foreseen as a result of the empir-
ical research above on the two represen-
tative forms of each said imitation cate-
gories, respectively on cross-industry in -
no vation and counterfeits, and expressed
through an analytical view of the identi-
fied associated drivers and/or risk factors.

Drivers and/or risk factors associated
with cross-industry innovation and coun-
terfeiting are indicating that cross-industry
innovation promises stronger economic
im pact on innovation and potential for
further development over counterfeiting,
as further detailed:
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ll IndustryIndustry

Cross industry innovation

 Creates added value to each industry where

it is transferred;

 It shows a multi-industrial applicability (i.e.

one innovation can have effect on a num-

ber of segments) or an industrial chain ap -

plic ability (i.e. an innovation can have effect

on one industry and afterwards adapted to

a different industry and so forth);

 It promotes co-operation between industries;

 It capitalizes on the adapted solution even

though the initial innovation has already

matured in the previous sector/s where it

has been initially benefited from;

 Creativity of innovative markets and the col -

laboration between industries encourage the

rate of cross-industry innovation. 

Counterfeiting

 The applicability is limited to specific in dus -

try goods; however, there is development

potential due to the segment diversity; 

 It can weaken industry sectors if not coun-

teracted, determining the growth of the black

economy; 

 It has a closed approach due to potential

penalties caused by intellectual property

infringement;

 It depends on the rate of innovation being

discouraged by fast innovative markets.

 It can encounter technological limitation in

manufacturing the counterfeit products and

logistical difficulties in distributing it.

ll DemandDemand

Cross industry innovation

 Consumer always buys knowingly the pro -

duct resulted from cross-industry innovation:

he has access to the information on the ini-

tial solution as it was already available on

the market but in a different industry and dif -

ferent product; 

 Consumer values the solution obtained

through cross-industry innovation as it is a

mean for a smart and improved life-style;

 The demand has no limitation on any mar-

ket as long as the cross-industry innovation

provides an applicable solution.

Counterfeiting

 The demand depends on the consumer’s

profile in a particular market, respectively on

the sophistication of the market (e.g. the

consumer is either cheated into believing

that he is buying a genuine product or he is

aware of the counterfeit, yet willing to buy

due to low cost, apparent efficient imitation

of the original product, etc.);

 The demand is bigger in less developed eco -

nomies than in the developed ones; 

 The demand depends on the strength of the

intellectual property system in a particular

market and on how it is perceived by the

consumer.

ll Research & DevelopmentResearch & Development

Cross industry innovation

 R&D efforts require resources and a wide

range of collaboration with experts from a

broad spectrum of domains; 

 R&D activities can result in shifted direc-

tions of research due to creative thinking.

Counterfeiting

 Counterfeiting is mostly focused on reverse

engineering and not on creative R&D; 

 There is a dependency relationship between

the costs of imitation and the cost of the

innovation;

 The creativity is limited to the replication of

the initial innovation.

ll EmploymentEmployment

Cross industry innovation

 Generates an increasing number of jobs

through diversification and novelty of adapt -

ed solutions;

 Upholds the employee’s overall working

con ditions as the health and safety working

compliance and enforcement regulatory

mea sures are ensured. 
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)



Volume 3, Issue 1 – March 2015    25

Counterfeiting

 Illicit activities provide clandestine jobs for

workers forced by various social factors to

accept poor work conditions;

 Employees’ discontent towards unethical and

unsafe working conditions is in most cases

disregarded.

ll Intellectual Property Rights (IPRs)Intellectual Property Rights (IPRs)

Cross industry innovation

 If situation requires so, licenses to use the

initial innovation are being requested;

 Determines the progress of incremental in -

novation in the case where the initial inno-

vation is being creatively adapted and po -

tentially improved or redesigned;

 Strong IPRs promote and support in no va -

tion.

Counterfeiting

 The infringement of IPRs always takes place;

 The innovation incurs losses due to the

market share occupied by counterfeiting;

 Strong IPRs discourage the counterfeiting

in the protected markets;

 IPRs generate penalties for the counter-

feiters if discovered by authorities and pos-

sibly shutdown of the illicit activities.

ll Return on Investment (ROI)Return on Investment (ROI)

Cross industry innovation

 Cross industry innovation, as in the case of

all innovations, develops better on markets

with strong legal and economic systems, in -

cluding the intellectual property system;

 It has the advantage of starting from an al -

ready successful initial solution based on

R&D activities; thus requiring limited further

investment when adapted to work in a dif -

ferent industry;

 The adaptation process can provide solu-

tions for multiple applications in various sec -

tors or industries generating a faster ROI.

Counterfeiting

 Low initial investment and high ROI due to

the success of the counterfeited goods;

 Counterfeiting targets goods with high profit

margins and also

 High penalties and possible business shut-

down if exposed by authorities can generate

the lost of investment and other losses;

 Counterfeiting supports the growth of the

underground economy, while expending on

other goods;

 It rarely follows a comprehensive business

development due to the clandestine and risky

nature of activities.

Innovation, fully comprising its both di -
mensions (i.e. „new to the world” and „imi -
tative behavior”), relies on common driv-
ers such as:

• Availability of knowledge;
• Foreign direct investment;
• Efficient national, regional, sectoral/

technological innovation systems;
• Global diffusion of innovation;
• Creative, capable and mobile

human factor;
• Team work; etc.
Essential to the innovation process are

the collective efforts of the human factor
and the global availability of information
and diffusion of innovation. Considering
the mentioned attributes and the more pre -
sent and complex national and regional/
international policies for cooperation re -
gardless of culture and borders (e.g. the
EU encourages the multiculturalism of its
Member States and supports through po -
licies the cooperation of, but not limited
to, scientists and innovators with the pur-
pose of reaching a high economic growth
in the upcoming years), it can be argued
that innovation is to a significant extent the
result of multiculturalism. In support of
multiculturalism being a feature of inno-
vation, the Global Innovation Index 2014
(GII) can be provided as argument (Cornell
University et al, 2014; The Global In no va -
tion Index Rankings, 2014).

The Impact of Imitation on Innovation
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The GII, being co-published by Cornell
University, INSEAD (The Business School
for the World) and WIPO (World In tel lec -
tual Property Organisation) and audited
and validated by the European Com mis -
sion Joint Research Centre, represents an
innovation index ranking the world econ -
omies according to their innovation ca pa -
bilities and results. The GII 2014 focuses
on the human factor and cooperation as
key elements of the innovation process.
Education and life-long learning while up -
holding the value of skills acquiring in an
open cooperation environment allow for

strong innovation capabilities of the hu man
factor. Figure 4 was created by authors to
illustrate the ranking provided by the GII
2014, i.e. out of 143 ranked countries, first
10 positions were highlighted, including
the 55th position in the ranking occupied by
Romania and the final 3 positions ending
the ranking. Furthermore, the indicators
employed by the GII 2014 revealed the
innovation capabilities and results of each
country, but also the weaknesses (im prove -
ment targets) each country needs to work
on, as shown in Figure 4.
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Figure 4 – The Global Innovation Index 2014 
(Cornell University et al, 2014; The Global Innovation Index Rankings, 2014)

The top rankings of GII 2014, as de -
picted in Figure 4, are Switzerland, United
Kingdom and Sweden, all being EU Mem -
ber States. Emerging from a multicultural

European Union endorsing cooperative
innovation as the forthcoming solution for
economic development, the aforemen tioned
three Members States are outranking all
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other economies at global level, thus re -
vealing the positive effects of good com-
mon policies.

Exploring imitation allows for under-
standing both its innovative and disruptive
potential. Furthermore, considering that the
diffusion of innovation implies its adaption
by other entities on the market through an
imitative behavior within the boundaries of
competitiveness and intellectual property
protection, classifying imitation a formal
component of innovation is long overdue.

Conclusions

When referring to all followers of an
initial innovation, which are either legally
or illegally benefiting from it, their be ha v -
ior is to a great extent imitative. Ac cord -
ingly, it is the approach the imitator takes
when benefiting from the creation of the
initial innovator that should be clearly cat -
e gorized, and not necessarily his behavior.

Thus, the imitation can be categorized
as licit or illicit and as creative or disrup-
tive to the initial innovation.

The analytical view of the drivers and/or
risk factors associated with cross-industry
and counterfeiting indicates that cross-in -
dustry innovation promises stronger and
sustainable economic impact and potential
for further development over counter feit -
ing. Still, cross-industry innovation indicates
potential in finding solutions for diminish -
ing the presence and impact of counter-
feiting.

Innovation, fully comprising it’s both
dimensions (i.e. „new to the world” and

„imitative behavior”), is to a significant ex -
tent the result of multiculturalism due to
attributes such as collective efforts of the
human factor and the global availability of
information and diffusion of innovation.

Innovation and imitation should not
be conceptualized or studied separately;
moreover, their comprehensive analysis
should be performed exclusively by
comparing and assimilating imitation as a
component of the innovation, especially
considering that the literature make no
clear and generally accepted distinction
between the two.
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INTRODUCTION
Modern concepts of business empha-

size that company information and its
man age ment are very important. The main
target is to make the Management of In -
formation System Area (MIS). Infor ma tion
Systems (IS) (as part of enterprise IS/IT
environment) have the potential of being
an opportunity for each organization – a
strategic asset, a tool for collecting strate-
gic information regarding the development
of new products and services, new mar-
kets, organization and management, com -
munication and establishing distribution
channels to customers and suppliers, a
tool for raising productivity, effectiveness,

quality, and flexibility of production and
services. IS are vital in the context of the

The turbulent organization environment enforces management changes, whose
in turn affect MIS transitions. Without these modifications, efficiency of manage-
ment processes and procedures may dramatically decrease. The phenomen of MIS
flexibility is not well and completely developed. Based on prior literature we 
propose a deepend and more detailed analysis of basic MIS flexibility protection
aspects. First, we discuss MIS flexibility concept, presenting his classic model. Next
we analyse general principles of MIS flexibility management. We concentrate on
strategic MIS flexibility problems, seldom presented in literature. Then we focus on
selected specific flexibility problems, which may occur in network organizations.

Keywords: MIS flexibility, network organizations, application software, 
management information system
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globalization and the increasing market
dynamics, the shortening of innovation
cycles, the growing intensity of the com-
petition struggle, the dynamics and so phis -
 tication of intra- and inter- company pro -
cesses and decision-making. The progress
in the field is changing IS in a radical way,
broadening their user potential. 

Contemporary enterprises must dy nam -
ically act and react, currently adjusting their
policies, methods and procedures. The tur -
bulent organization environment enforces
management changes, which in turn affect
IS transitions. Without these IS modifica-
tions, efficiency of management processes
and procedures may dramatically decrease.

MIS should be examined from an en -
terprise perspective. Usually this is a com-
plex set of different modules (applications,
toolkits and tools), which are functionally
and technologically specialized. These el -
e ments may be interrelated or integrated.
They may: work on different software plat -
forms, use inconsistent technologies, have
separate architectures and integration rules,
be separately managed (dedicated domain
administrators).

Analyzed changes may result in addi-
tion, modification, deletion, integration or
disintegration of elements, their parts or
groups. Implemented changes may be
prop agated, then it usually occurs a chain
of various coupled MIS elements modifi-
cations.

While the literature has recognized the
importance of the analyzed area, the phe -
nomen of MIS flexibility is not well de vel -
oped. Studied research papers embrace
selected aspects of the identified problem,
focusing on flexibility ideas, forms, symp -
toms, their interrelations and metrics. More
advanced studies are concerned to frag-
mentary questions, particularly related to
methods and techniques for obtaining ap -
plication and increasining software flexi-
bility.

Taking into account the existing litera-
ture, the authors propose a deep and more
detailed analysis of basic MIS flexibility
pro tec tion aspects. First, we discuss MIS
flexibility concept, presenting his classic
framework. Next we analyse general prin -
ciples of MIS flexibility management. We
concentrate on strategic MIS flexibility
prob lems, seldom presented in literature.
Then we focus on selected specific flexi-
bility problems which may occur in a net -
work organization.

MIS FLEXIBILITY CONCEPT
Flexibility is a very general and intuitive

term. Universally the flexibility is treated
as ability to changes resulted of surround -
ings extortions. According to the literature
review (Golden, 2000, p. 378) we ascertain
that flexibility:
• Is a multidimensional and polymorphous

category;
• Has different meanings in various con-

texts;
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• May be differently applied to individual
system elements.

We propose as preliminary concept
definition: MIS flexibility is the capacity
to adapt MIS solutions to various organi-
zational goals, requirements and limits.
It is a complex MIS property, and must be
multidimensionally evaluated.

In order to explain the essence of MIS
flexibility we use the analogy to organiza -
tional flexibility, described by De Leeuw
(1996). Figure 1 presents a basic model of

MIS flexibility. Based on systems theory
of control, the flexibility problem is pre-
sented as a game between the controlling
organ (CO – in this context, the Flex i bil ity
Manager), and the target system (TS – in
this context MIS). The desired activity of the
target system describes goals collection (G);
only certain outputs (y) within G are ac -
cept able. Environmental disturbances (e)
will be limited to influences within a class
E. Flexibility is always relative to the goal
strived for, and to the environmental cir-
cumstances.

Management Information System Flexibility

Figure 1 – A basic model of MIS flexibility. Source: Adapted from De Leeuw (2000)

The factor determining the behavior of
a target system is MIS controllability – the
possibility of reaching the goals from G
set, irrespective of disturbances e from the
environment E. The target system is con-
trollable if for every e there is a control
procedure u from the available set D (u)
so that the output y belongs to a goal set
G. Extended version of this factor will take
into account additional elements:

• time of change (MIS state transition);
• set of beginning states S, from which

a desired state can be reached;
• specified set of internal requirements

and limits of MIS change implemen-
tation.

CO activity describes the control ca pac -
ity – the ability of Flexibility Manager to
get the maximum of TS – really using a
system to its full controllability potential.

The MIS flexibility will be our principal
mechanism for optimal system mainte-
nance and development. The process for
his control must be suitable and organized.
For sustainable MIS development we need
efficient MIS flexibility management. 

MIS FLEXIBILITY 
MANAGEMENT FOUNDATIONS

Literature studies and active observation
of current IT practice confirm that current



32 FAIMA Business & Management Journal

proflexibility efforts are chaotic and frag-
mentary. Usually they use an intuition and
experiences of individual IS decision-mak -
ers (Sikorski, 2000, Skwarnik, 2002, 2003).
But it is necessary a conscious, active and
organized impact on enterprise MIS flex-
ibility. We postulate an activity improve-
ment, which should substantially modern-
ize the present flexibility approach. There
will be implemented two general direc-
tives of organized operation mode:
1. complete preparation for MIS change;
2. efficient MIS change execution.

In such a context, MIS flexibility real-
ization must consist two general phases –
management and execution. Management
will be the superstructure compatible with
flexibility execution.

This execution should be examined as
a series of adjustment (changing) process-
es realized at different times, on different
system elements by different participants.
System adjustment is usually treated as an
application of software change. But this

may be a more complex transformation
of MIS as technical – social system. In this
situation, an adjustment process won’t be
a chaotic, unprepared activity. We have to
plan, organize, monitor, evaluate and – in
necessary cases – correct any MIS modi-
fication.

For precise and detailed flexibility man -
agement we propose the usage of a spe-
cific framework. This framework contains
extended an MIS flexibility environment
model. The proposed model – based on
the MIS flexibility concept (Figure 1) – fo -
cuses on individual MIS adjustment pro -
cess. Every process:
1. Has specified goals – e.g. the transition

from the initial to the desired system
state;

2. Concerns to concrete system elements;
3. Consists of several steps, which de mand

adequate procedures; those procedures
in turn:
• use adequate methods and special-

ized flexibility skills; 
• affect end user skills;
• utilize built-in MIS flexibility resources;
• may be supported by external IT per -

son nel.
Every adjustment process can be divid-

ed in 4 general steps:
1. Problem definition/change initiation;
2. Generation of potential procedural va -

ri ants;
3. Choice of the optimal solution;
4. Solution implementation and testing.

In Figure 2 we present basic elements
of adjustment process environment. The
UML notation enable their relations dem -
on stration.

As other management processes, the
discussed activity will be divided into 3 es -
sential phases. Decisions must be made at
three distinct levels: strategic, tactical and
operational. (Shi and Daniels 2003, p. 415).
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This will be a continuous management
process, in which every phase must be
specialized, generating separated decision
sets (see the concept of flexibility chain
presented in Koornhof (Koornhof 1998,
p. 139-141). We focus on strategic phase,

which is very rarely executed. In observed
IT practice there aren’t identified suitable
cases (Skwarnik, 2002).

The strategic phase will be the step of
IS/ IT management strategy formulation,
which in turn is the part of the corporate

Management Information System Flexibility

Figure 2 – MIS flexibility environment model

Source: Own elaboration 
based on Skwarnik, 2003
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strategy definition process. In actual mod els
of IS/IT management strategy the decisions
about MIS flexibility environment (when
any) are distributed between diverse di -
men sions and areas of IS creation and im -
plementation strategy. For example, system
flexibility related IS/ IT strategy di men -
sions identified by Ball et al., (Ball et al.,
2003) will probably be at least: IS/IT mar-
ket, IS application and solutions delivery,
IS implementation, IS/IT operations and
post – implementation service. The con-
sistency and completeness of these sepa-
rated, fragmentary and unordered flexi-
bility propositions and outlines is very dis -
putable (Skwarnik, 2003). Additionally, the
quality of MIS flexibility decisions may be
decreased if general and subordinated strat -
egies are separately prepared for di verse
SBU (Strategic Business Unit). 

As it was shown in there exists correla -
tion between organization flexibility and
MIS flexibility (Golden, 2004), Byrd, 2001,
Gebauer, 2005). It will be analysed the im -
pact of business change prediction and
eval uation effects and change management
standards and procedures on MIS flexibil-
ity processes During a corporate strategy
planning phase. Actually in observed IT
practice there are some weakness of their
primary decision processes:
• improper use of IS/ IT, lack of the long-

term approach to making decisions a -
bout IS/ IT;

• development in the full context of stra -
te gic management;

• lack of interest and support on the part
of top-management during realization of
IS/IT projects, poor communication with
experts;

• failure to involve direct users, failure to
exploit the opportunities/potential to the
full;

• insufficient attention to „human factors”.
In our opinion, the MIS flexibility con-

cept will be separately stated and docu-
mented during IS/ IT strategy prepara-
tion phase. It is necessary to build a con-
sistent, long-term MIS flexibility strategy.
General decisions will be made on basis
of following strategic information:
• MIS implementation method;
• IT personnel functions and capabilities;
• Basic information and communication

technologies (ICT);
• Target MIS functionality and structure (in

context on long – term planned enter-
prise improvement directions – particu-
larly business vision and model change,
organizational culture evolution, market
repositioning);

• Technologies and tools for MIS con struc -
tion, design and maintenance (es pe cially
usage of Component based Develop -
ment technologies, advanced CASE tools,
EAI (Enterprise Application Integration)
technologies, methods and toolkits for
MIS monitoring (Linthicum, 1999; Sawyer,
2000; Fan et al., 2000).



As an outline for MIS flexibility strategy
presentation we propose a simple enume -
rative model, which is a matrix of basic
elements and description forms. Among
MIS adjustment process elements, present -
ed on Figure 2, one must appreciate as
basic components: resources, tools, skills,
methods.

As different strategic decision descrip-
tion forms we propose: standard, archi-
tecture, policy and principles, plans.

In Table 1 framework for MIS flexibility
strategy description is presented. The im -
portance of presented elements may be
evaluated as high, moderate (medium) or
low; naturally high elements are essential
for MIS flexibility strategy.

Any of presented elements of flexibility
environment is independent, all of them
must be prepared intentionally and used
by flexibility actors, generally defined here
as flexibility manager.

Management Information System Flexibility

Table 1 – MIS flexibility strategy framework

Additional aspects of system flexibility
MIS flexibility management problem is

relatively homogenous, when we address
it for single, ordered business unit. Even
if this is functionally and geographically
distributed organization, we may effec -
tiv ely control MIS changes. The book of
Perechuda (2005) presents a (relatively) new
organization form - network organization
(also called inter-organizational net work
or inter-firm network). This organization

type has the following attributes:
• Activity coordination and fit of proce-

dures, technologies and infrastructure;
• Common decision making about re -

sources allocation;
• Periodic collaboration and long-term co-

op eration (common project realization
oriented);

• Extension of strategic choice capacities;
• Intensive information exchange with net -

work partners.
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There are two basic versions of the pres -
ented organization:
• Symmetric network, in which a firm –

integrator doesn’t exist, and an operating
strategy is commonly stated;

• Asymmetric network, in which exists
dom inant object (firm – integrator), en -
forcing an operating strategy and coor-
dinating co-operation. 
When network organizations are stable,

MIS flexibility management may be per-
formed with rules presented above. But
they are insufficient for unstable networks.
Network configuration changes (particu-
larly a new firm – integrator) or frequent
functional network reorientation may cause
deep and sudden organization management
paradigms, forms and procedures. The
dynamic transformations of the network
organizations make their IS/IT manage-
ment really difficult. In this situation the
following basic effects should be antici-
pated: 
• Coordination difficulties during MIS

change decision making,
• Decrease time limits of MIS changes ex -

e cution,
• Increased complexity of MIS change

chains (external transition propagation).

During flexibility strategy definition the
following questions should be asked (and
scenarios):
• What to do when the company leaves

the network?
• What to do when new company joins

the network? 
• What is the range of MIS modifications

when the company modifies its role in
a network (particularly if this company
becomes a integrator firm) and what are
the modifications to the nature of net-
work activity?
For MIS structure and function protec-

tion in this dynamic situation we have to:
• develop flexibility methods, resources

and tools, responding to negative effects
presented above;

• MIS flexibility environment standardi-
zation for selected object roles in net-
work and functionally domains;

• Individual system implementation, tai-
lored for flexibility management in spe -
cific network organization;

• Form, method and content unification
in MIS flexibility communication;

• Adjustment process knowledge manage -
ment (particularly distribution).
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Concluding remarks

In this paper we focus on the role and
importance of information system flexi-
bility management. As a problem outline
we propose some basic ideas for practical
flexibility approach – framework for MIS
adjustment processes description, and a

model for flexibility strategy presentation.
Only the outline is presented, which should
be further detailed and operationalized.
We are going to construct and implement
tools for documenting the flexibility strat-
egy. Framework for MIS adjustment de -
scrip tion may be used to really performed
processes monitoring and analysis.

Management Information System Flexibility
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The last century can be associated with the triumph of the automobile industry.
At the beginning of the 21st century the automotive industry has experienced one
of the largest shifts in automotive history. The new CO2 regulations on global level
have determined the automotive industry to adopt new and original technologies
faster than anticipated. The emerging tendency of car sharing in larger cities
added to the media information related to the negative environmental effects 
of car mobility generate concerns that customers were seeking a replacement 
to the traditional, individual car ownership. The automotive industry will face
challenging years ahead taking into consideration the shifting paradigm in 
auto-mobility. In this context, the study aims to provide o general perspective 
of the trends in the automotive sector.

Keywords: e-mobility, energy-efficiency, mobility-as-a-service

1. INTRODUCTION
There are many key trends which will

im pact automotive manufacturers, whole -
sal ers, retailers, customers and drivers over
the next years. According to KPMG’s 2014
Global Automotive Executive Survey, the
rising economic power of the emerging
markets (especially the so called BRIC
states – Brazil, Russia, India and China)
remains the central growth force for the
next 10 years, the industry become more
global and automakers are obliged to
use flexible, modular platforms in order
to adapt to the new, changing preferences
of the customers and to find resources to
invest in powertrain technology imposed
by global environmental regulations. In
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the same time, the macro-scale factors
res pon sible for the success of the auto-
mobile industry in the traditional, devel-
oped countries are moving now in the
opposite direction. A socio-technical tran-

sition per spective stresses how declining
industrial influence, stagnating wages
together with a changing demographic
landscape are in fluencing the automotive
industry (Fi gure 1):

Trends in the Automotive Industry

Figure 1 – Automotive trends up to 2025

Figure 2 – Daimler’s Technology Portfolio for a Sustainable Mobility

Source: Mercedes-Benz International Website

If we want to analyze potential future
trends, we can observe the roadmaps of
some of the OEM’s. The next image shows

the social economic drivers and technol-
ogy roadmap of Daimler:
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2. INFLUENTIAL FACTORS 
IN THE AUTOMOTIVE INDUSTRY

The automotive industry is adapting to
the new fast-changing competitive land-
scape. CO2 emissions are a major concern
due to the important pollution, combined
with rising fuel prices determine that ICE
downsizing is becoming a higher priority
as electric battery technology has so far
failed to offer a reasonable cost-effective
alternative. Digitalization has a powerful
impact on the vehicles, these becoming
more dependent upon software. Silicon
Valley Innovation will dominate every in -
dustry. Self-driving cars become a proba-
bility. The impact of this trend is that it
will also shift control from any particular
industry – insurance, healthcare, banking,
automotive – to the technology companies.

Also the manufacturing techniques are in
a rapid change process. Modularization
and platform technology reduce the cost
and time of assembly, rolling out models
that reflect also changing customer needs
and tastes. What will be the future of retail?
Dealers are trying to transform their busi-
ness models to manage the transition to
online buying and to find opportunities
where they can build margins. Urba ni za -
tion determines changes in the road in -
fra structure and influences not only the
dimensions of new vehicles but a new
perspective o car ownership. Mobility as a
service is a reality. The BRIC states include
a larger part of global market and the de -
cision makers in the automotive field are
searching ways to expand and new stra -
tegic partnerships (Figure 3):
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Figure 3 – Global development in the automotive industry
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The future belongs to those who are
fast. Tech companies and tech based in no -
vators are the winners. And the key issue
is speed. Apple, for example, could inno-
vate much faster with new credit card fi -
nan cial systems than any bank could.
Google and the tests of automatic car nav -
igation technology will certainly evolve
faster than any auto company in Detroit,
Japan or Germany could. Leaders in those
organizations will learn to focus on speed
as a metric, and fast-innovation as a core
capability.

3. TECHNOLOGY
The current engine and transmission

line up is changing rapidly: hybridization,
electrification, downsizing, down speed-
ing are just a couple of technology paths
being introduced in the last decade. This
leads to parallel development of used tech -
nologies. The problem with this multiple
engineering tracks is that it is straining
resources at the OEM’s and suppliers.
The economic crisis that struck the world

in 2008 and from which we are slowly
re cov ering, did not help the financial sit-
uation in the automotive industry either.
It is expected that this differentiation will
continue for the next decade. One primary
driver for the increase in development
and differentiation in the powertrain area
is legislation. Both in the truck industry
and the passenger car industry technical
challenges are driven by legislation: legis -
lation in emissions of hydrocarbons (THC),
Carbon monoxide (CO), Carbon dioxide
(CO2 = linked to fuel consumption) and
Nitro oxides (NOx) and Particular Mass
(Pm) being either voluntary or enforced
are pushing the technology envelop.

In the chart below we can observe that
the competition to produce cleaner, more
efficient vehicles have taken another turn,
as optimization of the traditional ICE re -
mains the clear priority for automotive
com panies, BRIC OEMs (Original Equip -
ment Manufacturers) are more determined
to invest in alternate power technologies
than their TRIAD (USA, Canada, Mexico,
Europe, Asia Pacific) counterparts. 

Trends in the Automotive Industry

Figure 4 – Areas for technology investment

Source: KPMG’s Global Automotive 
Executive Survey 2014

Areas for technology investment in the next years



42 FAIMA Business & Management Journal

It is an important difference between
TRIAD and BRIC OEMs: the former intend
to invest in ICE downsizing, whereas the
latter are oriented versus various forms
of e-mobility – plug-in hybrids and pure
battery electrified vehicles. The BRIC OEMs
have a more balanced portfolio, planning
to invest across all e-technologies. This
trend could signal a shift in technological
leadership. Plug-in hybrids are forecast to
be the leading e-car, with fuel cell-pow-
ered models growing in popularity.

Materials production can aid the ener-
gy-efficiency of vehicles. Lightweight ma -
te rials will be available for mass market
production within 5-10 years, with models
such as Audi e-tron leading the way. 

BMW just started the production of the
carbon-fiber-bodied i3 – a vehicle that
makes some major advances in the way
lightweight, mass-produced vehicles will
be made. For Audi, which was a leader in
the development of aluminum-bodied cars
20 years ago with the original Audi A8, the
future will follow a more diversified ap -
proach, according to Dr. Ulrich Hacken berg,
the Audi AG board member in charge of
technical development „To make an area

of a car in carbon fiber is very expensive.
We are looking at the cost aspects and the
aspects of strength as a starting point.” Hin -
t ing at what materials we’re likely to see
in future Audi models to reduce weight,
Hackenberg explained that flexibility is
crucial and that using different materials in
different places in a car might be the way
to do it. For instance, high-strength steel
could provide safety protection around the
A-pillar, while an aluminum space frame
could underpin the vehicle and surfaces
could be done in laminated steel, plastics,
or carbon fiber. The next step, he says, may
be working on the methods of efficiently
welding composites to aluminum and steel,
or adding inserts such that plastic or car-
bon fiber might be welded against steel.
„I think you need the right material at the
right place in the car, and the challenge is
how to bring it together,” said Hackenberg.
„You need different machinery, different
robots, and everything to do that.”

Reports from earlier in the year suggest
that the next-generation Audi Q7 due next
year might be employing some of those
techniques. The process with the slowest
speed is defining the frequency of produc -
tion, Hackenberg explained, so the solu-
tion is to bring in production methods that
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allow lighter materials to be used selec-
tively in combination with others that can
keep costs down. So even if the cost and
strength aspects and benefits of such a
hy brid structure look great for a lighter-
weight vehicle, the rest of the manufac-
turing realities would need to make sense
as well.

Electric vehicles are one of the most
important ways to reduce motoring costs,
reduce carbon use in transport, improve
air quality and reduce global warming.
Battery-powered vehicles are estimated to
reach 10% of the market by 2020. Models
like Nissan’s Leaf and Chevrolet’s Volt
have led the way. Electric cars can pro-
duce much lower emissions than burning
fuel in mobile engines, but it all depends
on how the electricity is generated. Burn -
ing petrol or diesel in a small, mobile en -
gine can be inefficient compared to the
most efficient coal-fired power generators.
When petrol is used to power a vehicle,
only 15-20% of the energy is usually cap-
tured to drive the car forward, compared
to 40% in making electricity in an efficient

coal power station. A small amount of
power is lost between power station and
battery, and 20% of electricity put into
the car is lost in heat (batteries and other
components). But even when we include
these things, we can see that „coal-pow-
ered” electric cars are likely to be better
users of fossil fuels than diesel or petrol
vehicles. Where wind, solar, waves, tide
or nuclear power is used to charge bat-
teries, electric cars have zero emissions.
Air quality improves dramatically in cities
as the use of electric vehicles increases.
Owners can also save a huge amount of
vehicle tax on petrol or diesel since tax-
ation is far lower on electricity. If half a
million people are driving electric cars
across a nation, oil consumption will fall
dramatically, while coal or gas power con -
sumption will rise in the short term.

Batteries are going to be one of the
biggest green tech businesses – powering
not only phones and other small devices,
but also cars, trucks, buses and just about
any large piece of equipment that does not
have a permanent electricity connection.
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Figure 5 – Material mix for future vehicles



This means expected sales of hundreds
of billions Euro. Many governments will
give important incentives to people who
want to buy electric cars. Israel and Den -
mark are leading the way. 

Hydrogen and Fuel Cells could be the
answer to battery problems. Many spe-
cialists in the industry are talking about the
so-called hydrogen economy or wa ter-pow -

ered cars. Making hydrogen re quires elec -
tri city to split water into hy dro gen and
oxygen, and in an area where most power
comes from coal, these hydrogen cars are
running on coal power.

It is difficult to store and transport hy -
drogen. It is a very „thin” gas which seeps
through microscopic cracks, so gas can be
lost when piped under pressure over long
distances. Total energy per cubic liter (li -
quid hydrogen) is less than carbon-based
liquid fuels, so tanks also have to be larger.
Filling a normal sized fuel tank of 75 litres
(20 US gallons) with hydrogen at room
temperature and pressure will only take
a car 1 kilometer. Hydrogen could be used
in fuel cells, which make electricity at the
same time as making water from hydrogen
and oxygen. Less heat is lost than burning
hydrogen, but they cost thousands of dol -
lars per kilowatt hour to build.
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Figure 6 – Electric vehicle technology attracting most consumer demand by 2019
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For all these reasons, it seems unlikely
that tomorrow’s global auto industry is
going to switch to hydrogen soon.

According to KPMG’s report, in the near
future, plug-in hybrids are forecasted to be
the most attractive solution of e-vehicles.
Many premium OEMs decided to intro-
duce hybrid engines in higher-end models
(Mercedes S500, BMWi8, Lexus CT200h
and GS450h) which signals an image trans -
formation away from the more utilitarian
look of most hybrids.

When we think of hybrid vehicles, we
have in mind great fuel economy and lim -
ited performance. So the phrase „high-per -
formance hybrids” may seem senseless.
But cars like Porsche’s Panamera E-Hybrid,
the Audi R8 e-Tron, and the Tesla Model S
offer high-performance driving fun com-
bined with the benefits of an electric ve -
hicle. This latest trend in hybrids offers con -
sumers the performance they desire and

still allows drivers to be environmentally
friendly. The hybrid’s inherent complexity,
and the fact and some of the best storage
and conversion systems have yet to be fully
developed is responsible for the varied
opinions on a hybrid’s energy efficiency,
environmental benefits, and manufactur-
ing costs. In addition to technical capa-
bility, enormous economic challenges also
have to be overcome in order to produce
a refined hybrid vehicle. Greening of the
world car fleet is happening fast. JD Power
Consultancy estimates that a third of emis -
sion cuts by 2020 will come from improv-
ing petrol and diesel engines, and 14%
from miles driven in electric vehicles.

4. URBANIZATION
The global population is expected to

increase by 38%, from 6.9 billion in 2010
to 9.6 billion in 2050.

Trends in the Automotive Industry

Figure 7 – Estimated global population by age
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In North America and Western Europe,
the growth in automobile population is
roughly equivalent to the growth in human
population. But in the developing world,
growth is almost exponential because of
expanding economic growth. Cities will
be come more congested. In this context,
traditional patterns of vehicle ownership
are likely to change dramatically. This trend
calls for wide scale mobility solutions in
urban centers. The „millennial” generation
of young adults appears less interested in
traditional purchases (house or car) pre-

ferring alternatives such as mobile devices
and clothes. The challenge for the main
automobile producers is to come up with
a new way to meet these needs. Mobility
as a service is an idea that arrived via ser -
vices such as car sharing or wider solu-
tions regarding multiple modes of transport
booked over a single provider. To evalu-
ate the question of the mobility of the fu -
ture, KPMG conducted a large market sur-
vey, focusing on the current and expected
mobility needs and preferences in different
countries:
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Figure 8 – Expected share of new light vehicle registrations by 2025

When we look at the entire picture, there
are compelling reasons for a switch to
more efficient transportation technologies.
The economic ramifications of mounting

environmental problems, changing weath-
er patterns, and future monopolies and
instability in energy supplies could be
enough to threaten the very foundations
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of our industrialized societies. It’s in our
own interests to create a more energy ef -
ficient and sustainable system.

5. CONNECTIVITY
The connected car is one of the fastest

growing technological devices after phones
and tablets. As cars become more connec -
ted, manufacturers, dealers, technology
com panies etc. are gathering an enormous
amount of data / information on users.
How these „big data” will be used could
determine their success in building brand
loyalty and generating income. As more
as software becomes embedded in vehi-
cles, the self-driving car becomes more
and more a real possibility. With the onset
of new technologies like blind-spot de -
tec tion, lane change departure, backup
camera sensors, cross traffic alerts, active
cruise control, and many other exciting
innovations that allow you to be safer on
the road, you’re almost halfway there.
Having someone else (even a robot) drive
your car may not be a good fit for every-
one, but consumers do want computers
to help be safer on the road. Most man-
ufacturers are stating that you won’t see

totally autonomous vehicles on the road
until 2020.

There are many hurdles to clear, includ -
ing government regulations, consumer ac -
ceptance and legal issues. The announce-
ment in October 2013 of Japanese elec-
tric motor manufacturer Nidec regarding
the acquisition of a subsidiary of Honda,
bring out the growing influence of elec-
tronic companies in the automotive mar-
ket. Also Panasonic highlighted the inten-
tion to double its automotive business by
2018. As the computerization of the cars
accelerates, there is to observe also in -
creas ingly moving in electronic devices,
to the extent that almost half the cost of
a hybrid vehicle goes on electronic parts.
If drivers-free cars will be a reality, then
many other conditions should be achieved.
In this context, the relevant stakeholders
need to make huge investments in vehi-
cles –to –internet communication, addi-
tionally to cost effective sensors and radar
based options. For such a transformation,
the industry has to concert all their re -
sources.

A survey made by the University of
Baltimore identified to most desired ap -
plications by customers:

Trends in the Automotive Industry

Figure 9 – Desired applications on cars
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The customers want to take the entire
digital world on the road, in the car. The
latest infotainment products support hu -
man machine interface, information sys-
tems, diagnostics, entertainment and con -
nec tivity to meet the growing demand for
in-vehicle interaction. We assist actually
to a revolution on the roads.

Conclusions

Ongoing changes in the global auto-
motive industry are profound, determining
the production of energy-efficient vehicles
that meet the requirements of megacities
and embrace the technological evolution
and revolution. The rapid growth of the
emergent states adds fantastic opportuni-
ties but, in the same time, intensifies the
competition. The duration and size of this
change is uncertain at the moment.

The automotive manufacturers will grad -
ually lose their dominance in motor ex -
per tise, as suppliers take a more involved
role in the process. The OEM will become
pure mobility solution providers in order to
satisfy evolving patterns of car ownership.

Daimler’s car2go mobility concept is an
example of this direction, where drivers
can hire a car instantly from a range of
cities in Europe and USA. The participants
can locate available cars online and use the
car as long as they want, leaving it then in
any public parking space in the city zone.

New entrants from sectors such as tech -
nol ogy or utilities are likely to become im -
portant players in the automotive industry.

The actual trends, the new efficient, en -
vironmental friendly, smart and connected
e-vehicles, all the changes impacting the
automotive industry will have a major in -
flu ence also on the skills of the workforce
employed in the industry at all levels. The
training curriculums in the industry will
change. Older functions and activities will
disappear. New competences and abilities
should be developed to accompany the
evolutionary tendencies in order to ensure
the technological survival of the automo-
tive actors.

People being the core resource in the
development of any business and a long
term performance of any company impose
a complete ad comprehensive plan, well
structured and framed in time and space,
containing the implementation metho dol -
ogy and especially the competent re -
sources, managers must undergo certain
steps to successfully coordinate teams and
business in the new global context. 

„On the 
mountains 

of truth you can 
never climb in vain:
either you will reach 

a point higher up today,
or you will be training
your powers so that you

will be able to climb 
higher tomorrow.”

(Friedrich Nietzsche)
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INTRODUCTION
Depending upon the provenience of

resources and upon their help, the capi-
tal of an enterprise is established and in -
creased, one might differentiate two man -
ners of financing: internal and external
financing. Within the context of the two
manners, many methods are available;
using them, a diversity of resources that as -
sure the financing processes can be found.

The internal financing is accomplished
when calling the following resources: the
net profit or the profit remained after the
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A company’s efficiency represents a concept that joins a heterogeneous assembly of
microeconomic and organizational elements, which can be approached by different
points of view. The structural configuration and organizational efficiency of the com-
pany can be influenced by the following primary dimensions: training, standardization,
formalization, configuration and traditionalism. Combining these primary dimensions
leads towards different fundamental dimensions of the enterprise, among which: the
structure of activities, the authority’s involvement, controlling the work flow, etc. 
In this present paper, I tried to analyze the increasing of efficiency for a company and
of its productive and competitive capacity, considering the point of view of financial
managing and financial management. Therefore, the increasing of enterprises’ efficiency
can be carried out either by internal increasing (self-financing and attracting of loans),
or external increasing (fusion, absorption, attracting of new shareholders, etc.).
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dividends payment; the redemption of fix
assets, amounts from the capitalization of
fix assets taken from function or from sel -
ling those redundant; the funds assimilated
to those own (Aglietta 2002).

The external financing includes the
building, and subsequently the increase of
enterprise’s capital, with the help of con -
tributions in kind or money of the future
owners, to which amounts can be added
from:
• contributions of the state, of some pub -

lic collectivities and specialized bodies;
• the issuing or selling new shares;
• the issuing or selling of debentures, con -

tracting the bank loans, practicing the
trade credit or of the leasing credit.
The main methods of creating and then

increasing the capital of the enterprises
are: contribution in money and in kind,
self-financing, crediting, and budgetary
financing. 

The contemporary economical prac-
tice also imposes other methods, among
which the most frequent are: the fusion,
the absorption or merging, the conversion
of claims in shares, and embedment of
re serves.

MATERIALS AND METHODS
The methods’ content will be accom-

plished in accordance to the type of mo -
bil ized resources:

The method of contribution in money
and in kind allows the establishment of
the corporate funds for an enterprise. Fi -
nancing by means of capital contribution
in cash and in kind confers to the contri -
bu tor the title of associate or stockholder,
meaning the co-owner of a share of the
corporate funds (Halpern1998). This will
recover the funds invested within the trad -
ing company, after its liquidation, from the
share that remained after the paying to
cre ditors. Recovering the invested capi-
tals, before the company’s liquidation is
being performed by selling the shares or
its activities to other persons. 

Establishing the corporate funds is per -
formed by the free association of owners
of money or goods (areas, buildings, trans -
port means, equipments, etc.) in a limited
number, established by statute or by pub lic
subscription. Depending upon the capital

u
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need, immediate or meeting the deadline,
an enterprise uses a series of financial in -
struments and issues: shares, investment
certificates or subscription bills. 

When increasing the corporate funds,
one might appeal to new contributions of
new shares. Issuing new shares is a meth -
od that in general is not agreed by the
stockholders, because once new stockhol -
ders appear, the older ones might lose
control over the company. Because of this
situation, the method represents a solution
„in extremis”, which is used after finishing
all the other financing possibilities. The
new shares are firstly offered for subscrip -
tion to the existing stockholders, propor-
tionally to the number of shares that are
owned, in a certain term. If they don’t
apply the right of preference within this
deadline, the shares are put for sale by
negotiation on the financial market, by
public subscription. The manner of sub-
scription of these new shares, meaning by
the cash contribution or in kind, produces
financial influences within the enterprise’s
activity.

In the situation cash contribution, an
improvement of financial structure in the
sense of increasing the report between
the own funds and those loan, is accom-
plished in the favor of those first. By the
increase of corporate funds, an increase
of the net working capital and of enter-
prise’s liquidness takes place.

When the contribution is in kind, both
the working capital and the immobilized
assets are increased; therefore the previous
equilibrium remains unchanged at the be -
gin ning. The increase of production or
trad ing capacity by embedding the new
corporate immobilizations usually leads to
the increase of floating assets – the ne ces -
sary working capital (stocks, claims) –
which involves the assurance of supple-
mentary resources either by issuing other
shares in cash, or by loan resources. 

Capital increase by new contributions
in cash can be accomplished by two fi nan -
cial techniques: 
• Supplementary contribution, only from

the old stockholders, when a new in -
crease in price of the nominal value to
already existing shares will be applied.
This solution has certain obstacles given
by the fact that is difficult for all the
stockholders to consent and to bring
their contribution in order to increase
the corporate funds;

• Issuing new shares, to which both old
and new stockholders can subscribe.
This solution is practiced more often,
be cause it imposes an issuing price, al -
lowing the protection of old stockhol -
ders and investing shares.

Embedding the reserves represents
another method of increasing corporate
funds, which cannot bring new financial
resources for an enterprise, because the

v
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reserve funds have been established dur-
ing years, from benefits not shared as div -
idends. When the method is applied, these
financial resources already exist, operating
within the economical processes of the
enterprise. When the reserves become im -
portant, the enterprise often perform their
embedment to corporate funds. The in -
crease of corporate funds is carried out by
reducing the same amount of reserves,
results and own funds. 

The method can be applied through
two financial techniques (Burciu 2008):
increasing the nominal value of the exist-
ing shares, and issuing stocks that are
freely shared to the old stockholders. The
financial influences are different from the
two alternatives, meaning: if increasing the
nominal value of shares, the installment
of the dividend is modified per share, not
per dividend.

The consolidation of an enterprise’s
debts represents a method by which the
corporate funds increase by the embed-
ment of the debts that a company has

towards the different partners. The meth od
is also used when short term debts are
transformed to middle or long term debts,
thus the permanent capital is increased. 

Increasing the corporate funds by em -
bedding the debts is performed only
through the acceptance of providers and
of company’s creditors, and of the already
existing stockholders, which have to re -
nounce at their preferential right of sub-
scription. Applying the method results in
the increase in working capital, due to the
fact that increasing the corporate funds
can be assimilated either to shares issuing
in cash, or to the contribution in kind. 

The established form of transformation
of working capital debts is the conversion
of bonds in shares, based on a proportion
established when the convertible bonds
are issued. The increase in shares number
will determine the appearance of the „di lu -
tion effect”, decreasing the profit per share.

The fusion and total or partial ab sorp -
tion of enterprises represent methods often
met within the contemporaneous economy,

x
y
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characterized by global production and
mar kets. The consequence of using these
methods is represented by the accumula-
tion of corporate funds (capital portions)
of the companies merged or absorbed.
Considering the perspective of using the
capitals in the processes, the methods can
lean to better results, rather than the results
achieved individually by each enterprise.

Self-financing represents a method of
increasing the own capital of an enter-
prise, and is characterized by retaining in
the enterprises a share from the results
achieved through the activity development.
It is considered as a basic method on es -
tab lishing the enterprise’s capitals. In cases
of significant enterprise development it
might be not enough, thus requiring its
use in conjunction with other methods.

The weight of self-financing participa-
tion on establishing the company’s capitals
mainly depends upon its ability of pro-
ducing profit, the decision of owners for
distributing certain parts or the totality of
net profit in order to accumulate, in det -
ri ment of dividends, and the dimension
of redemption fund, determined by the
in ventory value of the fixed means and
the calculation system for the redemption
used by the enterprise.

Considering the sphere of the mobilized
resources for self-financing, many concepts
are used in theory (Onofrei 2004):
• net self-financing, which assumes using

a part of the net profit which remains
after paying the dividends;

• maintenance self-financing, accomplished
with the participation of the redemption
of means;

• total (gross) self-financing, if the re sour -
ces mentioned above are used;

• gross margin of self-financing (cash-flow),
which expresses the ability of an enter-
prise to mobilize the redemption fund
of the entire net profit for development.
Considering the moment of allocating

and using own resources, self-financing
can be:
• immediate, when an enterprise is able to

use its own resources from the begin-
ning;

• delayed, when a company does not have
enough resources of its own, and it ap -
peals to loans from the beginning of its
activity. Subsequently, an enterprise re -
places the loaned capital with its own,
while paying also its loans, with the help
of profit or redemption. 
Some authors challenge the formulation

of the „delayed” self-financing concept, ar -
guing that the absence of own resources
and their replacement with borrowed

z
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capital in the first stages of the investment
process actually represents the application
of another method for creating capitals,
respectively the crediting method. 

The self-financing assures the decisional
independence and the financial autonomy
of an enterprise. Still, using self-financing
exclusively leads to the subordination of
the enterprise development to its own re -
sults, decreasing its offensive flexibility.

This method is preferable to crediting
when the interest rate is higher than the
rate of the dividends required by the stock -
holders, as well as the interest of the eco-
nomical profitability. The beneficial ef fects
of the self-financing are obvious when the
profitability of the new investment proj ects
exceeds the remuneration requirements
of the owners.

Crediting represents the method by
which the loan capitals are formed. These
capitals have a reimbursable character and
carry out debts which affect the enter-
prise’s profit. Considering the capitals mar -
ket, middle, long term or short term loans
can be contracted.

Middle and long term loans are con-
tracted on a payment period larger than
one year, financing especially fixed assets.
Permanent capitals are established from re -
sources which are at enterprise’s disposal
for a long period of time. From this point
of view, the own capital can be viewed as
the centre among which the permanent
cap ital is established. For this reason, the
use of loans on middle and long term is
considered a method of increasing perma -
nent capitals. 

In Romania the payment date of long
term loans exceeds five years. Permanent
capitals are preferable to those established
upon short term loans, because they can
be easily structured so that the date of pay -
ment coincides with the economical life of
the assets that have to be financed. In this
way, the positive monetary flows (the cash
down) generated by the economical pro -
cesses of using the assets created by in vest -
ments (with the help of long and middle
term loan capital) can serve towards the
reimbursement of loan installments. 

The increasing of permanent capital by
contracting loans on long term can be
there fore accomplished by: achieving the
loan, after the immediate negotiation with
a bank; bonds issuing; credit bail.

A. In the situation of loans contracted with
a bank or with another financial institu -
tion (insurance company, mutual fund,
etc.) there are three main factors that
have to be taken into consideration:
the cost by rate of interest, bonds asked

{
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by the creditor, and the manner and
terms of reimbursement. 

In comparison to the bonds loan, the
middle and long term bank loan offers
three important advantages: prompti-
tude, flexibility in utilization, and rela-
tively reduced costs of achieving. 

Because it negotiates directly with
those offering the credit, the company
supports small expenses of achieving
and accomplishes relatively few official
operations and documents. 

Increasing the permanent capital by
bank loan on middle and long term en -
sures a much faster access to the loan
and higher flexibility in the future, be -
cause it allows an easier transmittance
of conditions related to loan due to ne -
go tiating with a single loaner, instead of
negotiating with a multitude of bonds
owners who don’t always have con-
vergent interests.

Most of credits on middle and long
term are assured, and the loan contracts
foresee restrictive agreements (positive
or negative) also, which can offer a
higher certitude as concerning the loan
recovery. Offering a loan is accom-
plished by means of warranties and
upon a very well underlined techni-
cal-economical documentation. 

The usual warranties are met under
the form of:

1. mortgage over goods which are
immobile by definition (buildings,
constructions, areas, etc.) or by
destination (fixed equipments,
furnace, forge, ovens, etc.);

2. forfeit over mobile goods – with-
out storage – (cars, devices) being
in the loaner’s property, capital-
ized on the market or – by storage
(shares, bonds, precious metals); 

3. assignment of debts concerning
the rights of cashing, resulted from
strict contracts of delivering the
products towards partners with
credit worthiness acknowledged
by the bank, of the assignment
related to indemnity rights from
the insurances that establish a sup -
plementary warranty of the bank
for the mortgaged goods or for-
feited;

4. letters of warranty issued by the
banks or financial institutions and
from abroad. 

The technical-economical documen -
tation includes justifying memoirs for
the lists of equipment, a feasibility study
based on the analysis of the activity and
its perspectives, designing of resources
and their using until the reimbursement
of credit, the last balance sheet con-
cluded, and the documents through
which are attested the property over
the goods established as warranties. 

Increasing the permanent capital by
loans on middle and long term is used
firstly in order to finance the invest-
ments in fix assets, but also for financ-
ing the exploitation activity. In this way
creating immobilizations of own re sour -
ces will be avoided, if the exploitation
activity of is restricted and financing is
made only from these resources. 
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The returning of middle and long
term loans on is carried out generally
in equal periodical installments (Pasca
2005). In this way, the creditor’s risk
of recovering the loan is reduced. The
middle and long term credit contract can
include a grace period, when install-
ments reimbursement is suspended, and
only the rates of interest have to be re -
im bursed. If a grace period exists, the
total rate of interest (D) is calculated by
means of the relationship:

D = C × t × d (1)

where: C represents the conferred loan,
t the period of conferring, and d the
yearly installment of the rate of interest.

B. The permanent capital can be in creased
by the help of bonds issuing. The bond
is part of the long term mobile values
category. It is offered to the investors for
buying, together with the prospectus.
The prospectus can be considered as
a notification of or invitation by which
the possibility of subscription or buying
new shares or bonds issued by the com -
pany is conferred to the public.

C. The bail credit (the leasing) represents
a way if increasing the permanent cap-
ital on middle (mobile goods leasing)
or long (real goods leasing) term, which
allows for an enterprise to exploit goods
without having to appeal to a bank or
bond loan, or spending own capital.
The bail credit represents a contract of
renting a good for a middle or long
term, as for instance: cars equipments
– up to seven years; terrains or build-
ings equipments – up to twenty or
twenty five years. The company rents
the good from a specialized financial
institution. In turn, it will buy the good
upon a strong request, for which during

the contract a certain rent is taken. The
rent includes; the redemption of the
cer tain asset, the remuneration of the
invested capital, the risk bonus (for the
institution that supports the financing)
and the administrative expenses.

The bail credit presents a series of
both advantages and disadvantages as
a mean of increasing permanent capital.
Among these advantages, the following
facts can be emphasized:

• the rent is progressive, giving the
possibility for a user to accomplish
profitability;

• the rent is deductible by the du ti -
a ble profit, and the enterprise sup -
ports only the difference towards
the excise tax quota;

• it represents a financing resource
which will not increase the liabil-
ities of the company;

• it presents an achieving technique
which is much easier than the bank
or bond loan. 
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The disadvantages of the bail credit
mainly consist of:

• the financing cost, which is higher
than the indebtedness cost (with
1-2% towards the bond credit),
due to including into the rent of
the risk bonus;

• the equipment received does not
belong to the enterprise that uses
it until its entire acquisition.

The enterprise’s capitals can also be
increased by the help of short term
loans, which have a term of up to one
year. Appealing to a short term loan is
carried out in order to finance the part
of necessity capital not yet covered by
permanent capitals. The short term re -
sources can be achieved from bank
loans or from not banking loans. Among
the bank loans on short term, most used
ones are: treasury credits; credits for
stocking; credits for mobilization.

The treasury credits are used to as -
sure the treasury equilibrium when the
current payments exceed the cashing
de termined by the character of the ex -
ploi tation cycle (the seasonable charac-
ter of it), or of some „accidents”, which
the company confronts with (delaying
in delivering, perturbations of the cash -
ing, etc).

The credits for stocking are estab-
lished by the company after knowing
the motivation of request, assuring the

warranty and their control. The banks
prefers such credits, also named „cred -
its of self-liquidation”, because they are
automatically reimbursed simultaneous
to liquidation of the objective for which
they were conferred. 

The credits for mobilization refer to
the use of trading credits, which a com -
pany has upon its customers, empha-
sized in stocks. This fact represents
the transformation of claims in liquidi-
ties when meeting the deadline. The
credits for mobilization are achieved
in accordance to the operations of dis-
counting the financial goods, as well
as the drafting the bills. 

Subsidization represents a method of
establishing the capitals of certain enter-
prises, especially of the autonomous man -
age ment of trading companies of certain
branches or sectors carrying out activities
considered to be essential for the national
economy. This method is also met in sit-
uations where certain enterprises benefit
of different facilitations, fiscal exemptions
or bonuses for export, resulted from the
human activity, and the amount of finan-
cial value owned by a certain person, in
order to be used for achieving revenue.

|
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Conclusions

The efficiency of the activity developed
within the company is not related to the
estimation of profit, having a higher con-
tent. In general, the efficiency reflects the
quality of an activity in order to produce
the estimated effect. 

Considering the economical point of
view, the efficiency represents the report
between the assembly of practical effects
(results) and efforts (inputs) produced by
the development of an economical activ-
ity. The components of the enterprise’s
efficiency – the economical efficiency and
social efficiency – cannot be dissociated,
representing a unity that concerns the glo -
bal diagnosis of activities. The existing in -
ter dependency between these two com-
ponent parts is emphasized within the com -
mercial enterprise, due to direct contact
with the consumers. 

The structure of capital refers to the
prov enience of establishing sources of
com pany’s capitals. Simultaneously, the
amount of capitals achieved from different
sources has to correspond to company’s
needs. Accomplishing the programmed
volume of assets or services imposes that
the company establishes the capitals, so

that it disposes of material and monetary
means which are enough for the normal
developing of the economic activities. Be -
cause these means are materialized within
the context of exploitation in outgoings,
the efficiency of the process of establish-
ing the capitals denotes their dimensioning
to what is strictly required. The objective
of obtaining profit forces the managers to
select those capital sources that have a
smaller associated cost than the invest-
ments’ profitability. The optimal structure
responds to the requirement of maximiz-
ing the profit, manifesting the option for
the cheapest sources of capital.

Techniques for Increasing the Enterprises’ Efficiency

„I never cease 
to be amazed 

at the power of the 
coaching process to draw 
out the skills or talent that

was previously hidden within
an individual, and which
invariably finds a way to
solve a problem previously 

thought unsolvable.”
(John Russell – Director,

Harley-Davidson)
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INTRODUCTION: 
TOURISM – A DYNAMIC INDUSTRY

The tourism and hospitality industry
are currently among the most dynamic
in dustries in the world economy. In spite
of natural disasters, terrorism, and eco-
nomic and politic uncertainties, the inter-
national tourism – measured both as num-
ber of international tourist arrivals and in -
ternational tourist receipts value – reports
continuous increase. In 2005, the world-
wide tourism exceeded 800 million arrivals,
achieving an all-time record (UNWTO,
2006). According to the same source, the
increase represents 42 million additional

The Attractiveness of Emerging
Tourism Markets
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(TTC)index, the tourism attractiveness of the Romanian and Malaysian markets is
analyzed. Although complementary, the international tourism might generate clashes
between the global character of tourism and local cultural heritage – enclosed in serviced
provided locally by hospitality industry. The global use of similar marketing methods
and instruments –- and even promotion messages – is tricky, because, amid the
commo nality, different people have their own specificity. Concerted with government
policies, the solution is in professional consulting services and training.
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arrivals, compared to 2004, the champions
being Europe (17 million) and Asia & Pa -
cific region (11 million). By purpose, most
of the tourists (two thirds) are travelling
for leisure, recreation and holidays (402
mil lion) and business (125 million). There -
fore the local hospitality industry should
consider the flow of incoming global tour -
ists. Between the tourism and hospitality
industry is a positive feedback loop: the
dynamic incoming tourism stimulates the
local hospitality industry (Lothian, E., Siler,
P., 2003; Miller, R., 2007) and the quality
of local traditional food is an attraction pole
for global tourists (Chua, S. et al., 2003;
Evangelides, M., 2003; Skinner, P., 2003).

According to the UNWTO World Tour -
ism Barometer quoted by Carlson Nelson

(Carlson Nelson, M., 2007), it is estimated
that 2007 will be the fourth year of sustain -
able growth for the global tourism indus-
try. United Nations World Tourism Or gan -
ization (UNWTO) has prospected the
tour ism market and developed long-term
quantitative forecasts, covering a 25 years
period (1995 as a year of base). The fore-
casts figure around 1 billion tourist ar riv als
by 2010 and 1.6 billion by 2020, which is
twice as compared to 2005. Europe, East
Asia & Pacific region, and Americas will
continue to have the largest market shares:
717 million, 397 million, and 282 million,
respectively – but the gap between them
will diminish (UNWTO, 2001).

The forecasts for Romania and Malaysia
are optimistic as well.

The Attractiveness of Emerging Tourism Markets
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Although Romania is not ranked among
top 20 European destinations, it is estimat-
ed that in 10 years its tourism market will
double, accounting for a global market
share of 0.2% (up from 0.15%). At present,
Malaysia reports spectacular growth: in
2005 it was ranked as the 13th tourist des-
tination in the world, and second largest in
Asia-Pacific (Lipman, G., Kester, J., 2007).
As market share in Asia-Pacific region,

Ma laysia accounts for 10.6% as number of
arrivals (second place) but only 6.2% as
receipts (the sixth) according to UNWTO
Tourism Highlights (UNWTO, 2006).
Both Romania and Malaysia are emerg-
ing econ omies; however, in terms of
tourism de vel opment, Malaysia displays
better results (Table 1). Their competi-
tiveness and po tential will be further dis-
cussed.

Azilah Kasim, Cezar Scarlat

Table 2 – The criteria used to assess the country tourism potential by TTC index

Source: adapted from WEF (2007)

Table 1 – Tourism development in Romania and Malaysia (2005)

Source: adapted from World Economic Forum (2007) – Country profiles: Romania, Malaysia

Potential for local development 
in the global context

Even if the global tourism is soaring, the
tourism and hospitality industry potential
is not fully valued in emerging econ omies
– as Romania and Malaysia. The World
Economic Forum (WEF) has published The
Travel & Tourism Competitiveness Report,
which contains the global ranking of tour -
ism and travel potential, for 124 countries

(World Economic Forum, 2007), concluded
according to the Travel & Tourism Com pet -
itiveness Index – a composite index that
aggregates three sub-indexes (Blanke, J.,
Chiesa, T., 2007): 
• Travel and tourism regulatory framework

(as result of local government policy);
• Travel and tourism business environment

and infrastructure;
• Travel and tourism human, cultural and

natural resources (local resources).
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Each sub-index is calculated as average
of other criteria (called „pillars”), 13 as a
to tal (Table 2). Each of these criteria de -
pends on a number of factors, and each
factor is valued on 1-to-7 scale. The Travel
& Tourism Competitiveness (TTC) Index
aims at measuring the factors and poli-
cies that make a country more attractive
(more competitive) than other countries
in travel and tourism sector. Even though
the TTC index is a picture of the current
state, it does not show the level of tour ism

activity in that specific country but the
country attractiveness and potential for
further development. Analysis of the TTC
index structure reveals that the potential
for tourism development depends, expect-
edly, on: consistent and coherent, specific
legal framework; solid investments in tour -
ism and hospitality infrastructure; financial,
communication and IT services, but large -
ly (about 25%) on the availability of local
natural and cultural resources (human
resource included).

The Attractiveness of Emerging Tourism Markets

Table 3 – Differences in top 10 countries rankings in international tourism (2005)

Source: adapted from WEF (2007) and UNWTO (2006)

To explain the difference between the
TTC index and tourist activity index, Table
3 displays significant dissimilarity in top
10 rankings. None country in top 3, only
United States in top 5, and only four count -
ries in top 10 make the both. Overall, it
seems that:
• More developed countries are more at -

trac tive – according to the TTC index.
• Bigger countries are preferred as tourist

destination compared to the small ones.
A further research is to be conducted

aiming at identifying possible correlations

between different tourism indexes, in their
dynamics, and considering all or most of
countries.

According to the TTC index, Romania
and Malaysia have quite different tourism
attractiveness and potential. A thorough
BCG-type analysis was completed based
on WEF data (Miller, R., 2007, pag. 54) and
the conclusion is different for Romania
and Malaysia: the tourism in Malaysia is
definitely a „star” while Romanian tourism
is still a „question mark”.
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Romania scores 3.9 overall – which
means ranking on the 76th place globally,
in the middle tier, between Azerbaijan and
El Salvador, behind India (65th) and China
(71st) but ahead of Peru (81st) or Ukraine
(89th). Detailed analysis by sub-indexes re -
veals average potential as well (Table 4).
However, Romania scores and ranks bet-

ter as far as human, cultural and natural
resources. More detailed analysis, by cri-
teria, emphasizes that upper middle posi-
tions are reported for (Table 5): tourism
and IT&C infrastructure, tourism policy
and regulations, and natural and cultural
resources.

Azilah Kasim, Cezar Scarlat

Table 4 – Ranking of Romania as tourism potential, by sub-indexes (2005)

Source: adapted from WEF (2007)

Table 5 – Better ranking of Romania as tourism potential, by some criteria (2005)

Source: adapted from WEF (2007)

Further analysis, by factors, reveals un -
even influence. Romania ranks the first
glob ally as a number of factors (visa re -
quire ments, primary education enrolment,
HIV prevalence, malaria incidence, risk of
malaria and yellow fever) while tourism
fair attendance (ranked 23rd), number of
world heritage sites (30th), and presence of
major car rental companies (35th) are other
definite country strengths. Some major dis -
advantages have to be signalled as well:
effectiveness of marketing and branding,
road infrastructure (both on 111th), govern-
ment prioritization of sustainable tour ism
(115th place). Recently, Vaughan (Vaughan,

R.D. (2007) completed a survey in four
urban areas of Europe in order to explore
the Romania’s tourism potential. Un for tu -
nately but as expected, the conclusion is
that Romania has „much to do in terms of
developing and presenting an attractive
image to potential visitors” – mostly in terms
of building an attractive image, using ad e -
quate marketing and promotion means.

Malaysia shows a better picture, rank -
ing in first tier (TTC index = 4.8 correspon -
ding to the 31st place globally), right after
Taiwan, equal to Israel and just ahead of
Italy; while Tunisia, Korea or Thailand are
left behind. Detailed analysis by sub-indexes
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underlines strong commitment of the gov -
ernment to support the tourism industry by
providing a sound regulatory framework
for sustainable development, (Table 6),
which proves to be the driving force. By far,
the price competitiveness in tourism in dus -
try is the most important pillar (correspond-
ing to 5.9 points that place Malaysia on the
second place across the world). Other cri -
teria demonstrate the government willing-
ness: environmental regulations, prioritized
strategies for tourism development, ground
transport infrastructure.

As far as factor analysis, even though
Malaysia ranks the first at none globally,

its strengths are significant: the government
efforts to reduce risks from pandemics and
prioritize sustainable development of tour -
ism industry are all ranked on 8th place;
Malaysia presents a similar but stronger
point than Romania as far as tourism fair
attendance (ranked 2nd); and effectiveness
of marketing and branding is a lot better
than in Romania (ranked 6th).

Reversely, the two Malaysian weakest
points correspond to the absolute advanta -
ges of Romania: primary education enrol-
ment (112th) and risk of malaria and yellow
fever (103rd). In addition, another element
that underlines the understanding of the

Table 6 – Better ranking of Malaysia as tourism potential, by some criteria (2005)

Source: adapted from WEF (2007)

The Attractiveness of Emerging Tourism Markets
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role the government should play: in spite
of remarkable effort of Malaysian govern -
ment to support the tourism industry, the
government expenditure is very low –
which determines low ranking (94th). The
government is a national strategist and ref -
er ee, not a player in the business game. 

In countries with strong tourism and
hospitality tradition, the natural resources
are sources of competitive advantage in
business (Ordonez, P. et al., 2005). The
nat ural resources are a necessary condition
but not sufficient. Romania and Malaysia,
both emerging economies having compa -
rable human, cultural and natural re sour -
ces, present different tourism attractiveness
because of different regulatory frameworks,
and business environment and infrastruc-
tures. In other words, the simple existence
of natural and cultural resources is not
enough for developing a sustainable tour -
ism and hospitality industry. Kasim and
Scarlat have shown that „the attainment of
sustainable tourism needs to be viewed
as a progressive process ... in the context
of developing countries this can not be at -
tained without the governmental and pol-
icy support for sustainable tourism in the
first place” (Kasim, A., Scarlat, C., 2005,
pag. 215).

As such, there is no wonder then that
Malaysia has reported spectacular growth
of incoming tourism over the last years:

50% up in 2004 compared to 2003
(UNWTO, 2006) and ranking the 13th glob-
al market as international tourist arrivals.

Other amazing examples of successful
public-private partnerships, at national
scale, are Dubai and Singapore (Corodi,
B., 2007).

Global tourism and local culture
In developing countries, when the pace

of tourism development is high and use of
resources accordingly, development crisis
might appear (for different reasons as
short age of resources or pollution). In this
case, the intervention of government is
also important: adequate legal framework
and mechanisms for the sustainable de -
vel opment of natural reserves should be
designed and implemented – in order to
avoid this type of crisis (Li, C. et al., 2006).
Hence, besides the original conflict be -
tween private business and public ad min -
is tration (conciliated by public-private part -
nership):

local tourism business’s
interest to make profit (on short term) vs.
global interest for natural resources, en vi -
ronment and sustainable development. 

As presented, the development of glo -
bal economy, in general, and, particularly,
tourism industry stimulate the hospitality
potential and have snowball effect. As the
demand for these services increases, new
hotel and restaurant businesses are created
by entrepreneurs that follow the oppor -
tu nities by all means (Scarlat, C., 2001,
Scarlat, C., 2003).

These new firms are better or worse
man aged, according to the business own -
ers’ level of business understanding or
even business ethics and social responsi-
bility. Therefore, the side effects of the

Conflict no. 1:

Azilah Kasim, Cezar Scarlat
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development are not always beneficial
(Kasim, A., 2007). The slow response to -
wards integrating responsible environmen-
tal considerations into tourism planning
and development indicates the need for a
collective and conscious effort of all tour -
ism businesses, governmental policymakers
and planners as well as the key stakehold -
ers (Kasim, A., Scarlat, C., 2005 pp. 207-208).

local entrepreneur’s in -
terest to make profit (on short term, fre-
quently) vs. global interest of the society
(on long run, generally).

As a rule, in hospitality industry, large
H&R (Hotel and Restaurant) companies are
global and small hotels and restaurants are
local. The globalisation tendency is present
in tourism and hospitality industry as well:

local SMEs in hospital-
ity industry vs. general globalization trend
in tourism industry.

While dealing with international tourists,
large companies and SMEs behave diffe -
rently. SMEs constitute over 90% of Eu -
rope’s tourism enterprises (UNWTO, 2002).
Their particular interest is on impact of
globalization, new technology, and – in
case of transition economies (as Roma nia)
– efforts under way to build an enterprise
culture.

poor business culture
of local SMEs vs. global business culture
– including advanced business manage-
ment and marketing methods used in
global tourism industry.

By its nature, the incoming tourism is
global and small businesses in hospitality
industry are local. Hence:

local small business in
hospitality industry (as service provider) vs.
global tourism (as client). This conflict is

not business conflict (as they are service
provider and client) but cultural.

The competition in global market is so
fierce that new entrepreneurs in hospital-
ity industry have to cope with, adapt, and
sometimes try to literally copy (or even
steal – when under intellectual property
rights) fragmented bits and pieces of meth -
ods, instruments or practice. Incomplete
information, understanding or use might
have hilarious or devastating results. The
globalization process makes the marketing
and promotion key-factors for H&R busi-
nesses to succeed, while the budgets are
larger and larger. The use of similar mar-
keting methods and instruments and even
promotion messages is tricky – because,
amid the commonality, different people
have their own specificity.

local country culture vs.
mix of foreign cultures associated to glo -
bal tourism (languages included).

In addition to all above, in food and
beverage business:

local culinary tradition
vs. other culinary practices and consumer
behaviours present in global tourism in -
dustry.

Conflict no. 3:

Conflict no. 4:

Conflict no. 5:

Conflict no. 2:

Conflict no. 6:

Conflict no. 7:

The Attractiveness of Emerging Tourism Markets
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Even they are not at war, each of the
above conflicts requires thoroughful anal -
ysis and case-by case conflict solving. Many
times, they are principle-conflicts and the
solution is in people only.

The conflict resolution, at a given time –
in a given cultural environment and legal
framework – may not be „one size fits all”
cases. Anyhow, in all cases, concerted with
government policies, the solution is en -
larged business culture – by building up
a sound education system in tourism and
hospitality industry and developing spe-
cialized professional business services as
consulting and training. 

Limits and extensions
This paper is part of larger study on

tour  ism and hospitality industry – con-
ducted in Malaysia and Romania. Further
development is expected on tourist spend -
ing structure, correlations between differ-
ent tourism indexes – in their dynamics,
and conflicts in hospitality industry and
the corresponding solutions – sustained
by cases and examples from Malaysian and

Romanian businesses active in hospitality
industry. Such positive and negative ex -
am ples in hotel and restaurant busi nes -
ses might be developed and become best
prac tice.

Conclusions

The development of the global econ-
omy, in general, and, particularly, tourism,
stimulate the potential of local hospitality
industry. As emerging economies, Roma nia
and Malaysia have significant potential for
the development of tourism industry but
the international tourism is better devel-
oped in Malaysia – measured both as num -
ber of international tourist arrivals and in -
ter national tourist receipts value.

According to the TTC index, Romania
and Malaysia have significant potential for
developing their tourism and hospitality
in dustry, thanked to their natural re sour ces
and cultural heritage. However, the natural
and cultural resources are not enough;
clear national strategies are needed, asso-
ciated with coherent legal framework, solid
investments in tourism infrastructure, IT&C,
and financial services. Romania and Mala -
ysia, both emerging economies having
com parable human, cultural and natural
re sources, present different tourism at trac -
tiveness because of different regulatory
framework, and business environment and
infrastructure. Malaysia is more competi-
tive and its market more attractive for fo -
reign tourists.

As far as factor analysis, Malaysia’s
strengths are significant: government ef -
forts to reduce risks from pandemics and
prioritize sustainable development of tour -
ism industry. 

Malaysia presents a similar but stronger
point than Romania as far as tourism fair
attendance and effectiveness of marketing
and branding is a lot better than in Ro mania.
Reversely, the two Malaysian weak est points

Azilah Kasim, Cezar Scarlat
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correspond to the absolute ad vantages of
Romania: primary education enrolment and
risk of malaria and yellow fever.

The side effects of the development are
not always beneficial. This is why the emer -
ging economies need strong national strat -
egies to stimulate and boost their tour ism
and H&R sectors, sustainably.

Development of the hospitality industry
in emerging countries evolves between
global tourism and local culture, and may
generate clashes between global and local
forces. Each of the above conflicts re quires
thorough analysis and case-by case conflict
solving. Therefore, there is a strong need
to develop a thorough business manage-
ment and marketing culture in this sector.
Concerted with government policies,
build ing up a sound education system in
tourism and hospitality industry, the spe-
cialized professional business services, as
consulting and training, should play a ma -
jor role.

The Attractiveness of Emerging Tourism Markets
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INTRODUCTION
The paper relies on the 8 years lasting

experience of the author with the imple-
mentation of the „General Management II”
Business Simulation Game from Topsim
in the Master program „Geschaefts-und In -
dustrieverwaltung” and subsequently also
in the master program „Business Ad min is -
tration and Engineering” both organized
by the Faculty of Engineering in Foreign
Languages from Politehnica University of
Bucharest. The aim current paper is to
iden tify and explore the possibilities of
developing management competencies
of participants to the mentioned Business
Simulation Game.

According to Riedel and Hauge, games
build a good support for learning by

challenging student’s creativity and by
increased visualization (Riedel, C. K. H. J.
Hauge, J.B., 2011), which is also the case

The aim of the study is to explore the development of 12 management-related
competencies and individual qualities through the participation at the „General
Management II” Business Simulation Game from Topsim, organized by the author
in the last 8 years with students from two master programs from the Faculty 
of Engineering in Foreign Languages. The chosen competencies are proactive
thinking, communication, intuitive thinking, responsibility, argumentation, 
creativity, delegation, diplomacy, conflict management, flexibility, courage 
and self esteem, being difficult to tackle with classical approaches.

Keywords: Business Simulation Games, Competence Development, 
Games Based Learning
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with business simulation games as a par-
ticular case of serious games. They can
suc cessfully deliver useful learning con-
tent relying on known educational mate-
rial, according to representatives from the
academic area, for example Pivek (Pivec,
M., 2007). Business Simulation Games are
also linked with E-Learning and have as
such a great potential to be a modern tool
in entrepreneurship education (Popescu,
C.A. et al., 2011). Of special interest for this
research there were 12 important manage -
ment-related competencies and individual
qualities that are difficult to train within
clas sic curricula and forms of learning: pro -
active thinking, communication, intuitive
thinking, responsibility, argumentation,
cre ativity, delegation, diplomacy, conflict
man age ment, flexibility, courage and self
esteem.

Previous published parts of the au -
thor’s research showed that 86% of the
surveyed subjects regarded the potential
of e-learning to develop business compe -
tencies and abilities as good or outstand-
ing, while only 14% regarded it as mod-
erate or low (Mustaþã, C., 2014). From the

12 chosen competencies and qualities
proactive thinking was included in previ-
ous publications and ranked among the
top ten fields of development through the
„General Management II” business simu-
lation game, with 63% of the participants
perceiving the development of their pro -
active thinking as outstanding or substan -
tial. (Mustaþã, C., 2014).

RESEARCH METHODOLOGY
The research has an exploratory na ture

thus it has to satisfy the requirements of
qualitative research (Berekoven, L. et al.,
2009). An exploratory survey took place
in order to answer to these requirements,
being prepared between December 2013
and February 2014. Data collection was
conducted in February 2014, while data
analysis extended later during 2014, some
parts being analyzed in February 2014 and
other parts of the analysis being finalized
at the end of the year. In the following sec -
tions the methodology will be explained in
more details regarding the research sample
and data collection and analysis metho -
dology.

Ioan-Cristian Mustat,a



Sample requirements
The central criterion required that all

respondents had to have graduated the
„General Management II” Business Sim u -
lation Game. This criterion is met by the
entire research sample: 100%, meaning all
44 respondents of the survey graduated
the „General Management II” Business
Sim ulation Game. Their age varied bet -
ween 23 and 39 years, while their occu-
pation covered a wide, diversified area,
from entrepreneurs, managers to program -
mers, IT – consultants, IT Engineers and
even professors. Another important as pect
that supports the fact that the respondent’s
perception is a good mirror of manage-
ment reality is that 27 respondents (63%)
declared that their job involves manage-
ment responsibilities. Thus the sample
proves to be balanced for the research
purposes and is assessed as valid for a
qualitative research.

Data collection and analysis
The research focused on three major re -

quirements for data collection as follows:
the information should be up-to-date, ad -
equate instruments should be used, and
data collection should be unbiased. All the
answers were submitted during the month
of February 2014 in order to meet the first
requirement, that information is up-to-date.
The used instrument was an electronic sur -
vey, with anonymous responses, that was
filled in after finalized grading. This way
distortions and bias were minimized, by
avoiding the collection in presence of the
professor or the possibility of the partici-
pants to be identified by the professor or
to influence their grading. 

The electronic survey instrument made
data analysis much easier: the answers
could be inserted automatic into an elec-

tronic format that could be analyzed, thus
reducing human errors in the process. The
Google survey tool form also provided lim -
ited but easy to perform analysis of each
single researched variable. 

RESULTS AND DISCUSSION
Proactive thinking is improved the most

in the view of the participants to the „Gen -
eral Management II” Business Simulation
Game summarizing 63% of the participants
sensing a substantial or even an outstand-
ing improvement (Mustaþã, C., 2014). This
is easy to explain, because the participants
had to make decisions the whole game,
solving the problem of how to differenti-
ate from their competitors while keeping
a good profit, learning the lesson that ac -
tion is better than just reaction. Reacting to
problems can reduce the damage, while
foreseeing it, sometimes prevents the dam -
age completely in real business life as well
as in the business simulation.

While a lot of decisions had clear cal-
culations behind, some were of a more
intuitive type, like guessing the reaction
of the competitors in order to use it to its
own advantage, which explained why the
development of intuitive thinking was

Development of Competencies

Volume 3, Issue 1 – March 2015    73



74 FAIMA Business & Management Journal

ranked by 57% of the participants as sub-
stantial or outstanding. 

The „General Management II” Business
Simulation Game works as a competition
between 2-5 companies, each company
consisting of a management team of 5, 6
or 7 participants, depending of their total
number. This is why decision making is a
team work throughout the whole game,
which implies specialization and a good
communication for the team to become

effective and efficient. So it is not a surprise
that 54% of the participants regarded the
development of their communication skills
as substantial or outstanding during the
whole game.

For the other analyzed management-re -
lated competencies and individual quali-
ties, less then 50% of the participants per -
ceived the development as outstanding
or substantial. An overview of the results
is represented in Figure 1:
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Figure 1 – Management-related competencies and individual qualities
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Percentage of respondents assessed the
development of each competence or in di -
vid ual quality as outstanding or sustainable
through the participation at the business
simulation game.

As a consequence of team work, com-
petencies as argumentation, delegation, di -
plo macy and conflict management, as well
as flexibility were implicitly required, thus
having a potential to be improved. They
were confirmed by the participants as re -
gis tering substantial or outstanding im -
provements as follows: argumentation 47%,
delegation 46%, conflict management 44%,
diplomacy 43%, and flexibility 41%. 

An even better improvement had the
quality of responsibility. Despite the fact
that the whole competition was a simula-
tion, the teams fought at their best, 48%
of them feeling that their responsibility
developed in a substantial or outstanding
way. They learned that a small difference
in some decisions, for example the price,
could produce great consequences.

The whole game also developed their
creativity – 46% of them thought it devel-
oped either substantial or outstanding.

Only the development of courage and
self esteem was regarded as less than 40%
substantial or outstanding: 39%, and 38%
respectively. If we take courage, the sim-
ulation comes close to reality – when „too
much” courage determines a team to make
sudden moves that are not linked with
the evolution of the business, losses can

be spectacular, while on the other hand
innovation and evolution can be blocked
by too much caution. It is also interesting
that in contrast with theory, the business
simulation helps master students to use
all they have learn, leading them to trust
more in their ability to act as managers
and supporting their self esteem. 

Conclusions

The analyzed competencies and indi-
vidual qualities could be developed in a
very good manner by the „General Man -
age ment II” Business Simulation Game.
A significant percent of 38%-63% of the
participants regarded their development as
substantial or even outstanding. Belonging
to a category that is important in manag-
ing a business, but in contrast difficult to
grasp by classical learning approaches, the
analyzed competencies and individual
qual ities developed by the business sim-
ulation game emphasize the importance
and positive impact of it in the framework
of master programs in the field of engi-
neering and management. Many partici-
pants were even so excited to say that
the business simulation game was the best
part of the whole master program and that
they learned a lot from it. 
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The research results encourage a rec -
om men da tion to insert good quality busi-
ness simulation games like „General Man -
age ment II” from Topsim in the curricula
of Master programs belonging to the field
of engineering and management, in order
to increase the value of the programs by
stimulating the development of proactive
thinking, communication, intuitive thinking,
responsibility, argumentation, crea tiv ity,
del egation, diplomacy, conflict man age -
ment, flexibility, courage and self es teem.
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„Talent is a gift,
but character 
is a choice.”

(John C. Maxwell,
HRM consultant)










