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5th International Conference on Economic Sciences and Business
Administration (ICESBA 2019)

THE FUTURE OF BUSINESS
FOREWORD

The business world is constantly changing, adapting to new economic developments
from the knowledge economy to a more recent circular and sharing economy,
searching to develop new business models to better facing today’s economic
challenges.
Business people are nowadays being asked questions about the impact of their
companies have on society. Consumers are more conscious of environmental issues
and became aware of their role in shaping the business. Trust has become the
ultimate currency.
Therefore, profit with purpose is set to become the new norm. Social enterprises and
impact investments have been driven by this concept, which remained confined to a
niche. Not anymore, the business people want their companies to be recognized as
forces for good and with a significant impact in solving major societal challenges. So,
no business only for profit anymore.
Also, the future of business will be defined by collaboration. Some global trends, such as
rapid globalization, fierce competition, social changes, technological breakthroughs,
scarcity of raw materials, will force businesses to reinvent themselves continuously to
cope with these challenges. Also, technical, commercial and financial innovations
tend to be the focus of attention; innovative partnerships also. The future of
business also needs to be seen through the prism of new partnerships as expanded,
creative, atypical partnerships. Partnerships that bring together a variety of
5
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stakeholders, and that covers unexpected topics, partnerships being the source of
growth, innovation, and legitimacy.
Open innovation is almost always at the heart of these new partnerships. It is specific
in that it promotes citizen participation and overcomes fragmentation between public
services, local players and roles, in contrast to the pre-digital economy, in which the
channels were highly segregated. Thanks to multi-stakeholder initiatives, the regions
are establishing a creative tension between the public sector, the non-profit sector,
businesses, and residents in places where they can meet, cooperate and invent.
But besides creating economic value, businesses also need to create social value. The
topics as solidarity, sustainable development, intercultural dialogue are ideals that
run through society spill over into the corporate world and ask questions of it, to the
point that it needs to embrace causes that might appear to be beyond its concern,
but which are crucial to its future. In addition to creating economic value, today’s
businesses are expected to be interested in other issues.
Undoubtedly, the future of business will be written by renewable energy, artificial
intelligence, nanotechnology, and digital technology. But it will also be written by
new partnerships. In this new world in which no position can be considered definitive,
companies that do not build new synergies with the economic and social players
around them are likely to miss out on strategic breakthroughs, overlook emerging
markets with growth potential, or be left behind. For companies, the future has
always been a frontier experience. Today, new partnerships constitute one of those
frontiers.
The transformation of the businesses will impact the job market. Also, new skills and
competencies should be built-in economic higher education to meet emerging
markets requirements. The future of jobs is very much dependent on the business
environment evolution. The jobs market is well into the 21st century. So why isn’t our
education system? Today’s jobs are vastly different than they were a generation ago.
All of us, no matter what generation being part, are facing a working world that is
more changeable and unpredictable than ever. The days of working for 40 years at
one job and retiring with a good pension are gone. Now the average time in a single
job is 4.2 years, according to the US. Bureau of Labor Statistics.
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What's more, 35% of the skills that workers need — regardless of industry — will
have changed by 2020. What to do? Skill, re-skill, and re-skill again. The rapid pace of
change in jobs and skills means there’s a growing demand to update skills as well.
Given this situation, people in the workforce should proactively steer their ongoing
skills development. Furthermore, business education should change the approach;
more customized study programs being designed in cooperation with business are
needed. University Business Cooperation aims to solve the current gaps in skilled
workers.
The 5th International Conference on Economic Sciences and Business Administration
attracted scholars and practitioners concerned about the future of business and able
to bring at academic and public attention a series of scenarios for the future of
business in the next decades. So, dear readers we invite you to discover what are
these scenarios and to imagine yourself what your contribution will be?
Prof. Manuela Epure, PhD, MCIM
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Blockchain and Brand Loyalty Programs: A Short
Review of Applications and Challenges
Ioannis ANTONIADIS1, Stamatis KONTSAS2, Konstantinos SPINTHIROPOULOS1
1University of Western Macedonia, Koila, Kozani, 50100, Greece
2University of Western Macedonia, Grevena, 51100, Greece
Tel: +30 24610 68000, Email: iantoniadis@uowm.gr
Abstract: Blockchain is gaining ground on academic research and business
applications as it is believed to have the potential to change business models in
numerous sectors of the economy. Blockchain applications characteristics (security,
immutability of record keeping, efficiency, and disintermediation) provide solutions
to a number of issues firms and organizations face. Until now, most of the research
until now deals with its financial applications and cryptocurrencies. There is
however, an important field for developing blockchain application in marketing and
most specifically in brand loyalty programs. In this paper, we are going to review
some of the applications of blockchain in marketing and marketing management,
and the ways it could enhance brand loyalty and brand loyalty programs run by
firms and brands. The main findings of our paper is that blockchain could help
brand loyalty by building trust between the brand and consumers, by simplifying
and reducing the cost of administering brand loyalty programs, and by providing
more ways for consumers to derive benefits from these programs through
tokenization or cryptocurrencies. Finally, we are proposing issues that should be
considered for further research on the topic.
Keywords: Blockchain; Marketing; Brand; Loyalty Programs.
JEL classification: M30, M31, O00

Introduction
Blockchain has received a growing attention during the last years, since it is considered to
be the disruptive technology that will change the modus operandi of business and
organizations in numerous industries and sectors [Nowiński and Kozma, 2017; CBS
Insights, 2018; Zheng et al., 2018], along with other technologies like artificial intelligence
(AI), and machine learning [Lee et al., 2019]. Despite the fact that the majority of people
are aware only of cryptocurrencies and their speculative nature like Bitcoin [Antoniadis et
al., 2018], as Facebook is also developing its own controversial cryptocurrency (Libra),
there is a great number of applications that will be based on blockchain technology in
every aspect of everyday life in the years to come.
8

The same holds true for marketing and the way that firms communicate and transact with
their customers. The adoption of blockchain and other new technologies like AI will result
to radical changes in the ways that marketers and firms create value and deliver it to the
consumers, and also in the way that we manage marketing mix and marketing programs
changing drastically the application and significance of holistic marketing in firms and
organizations [Epstein, 2018; Coita et al., 2019]. Companies and organizations like
Walmart, IBM, TUI, NASDAQ, etc., are already testing and implementing blockchain
solutions to manage aspects of their business operations, like transactions, accounting,
voting, supply chain management, tourism but also marketing and brand loyalty programs
[Varelas et al., 2017; Kamath, 2018; O’Leary, 2018; Wang et al., 2019].
Notwithstanding the prospects and potential applications of blockchain technology, the
majority of the literature focuses on the on its financial applications [Zheng et al., 2019],
leaving out marketing applications, especially in the field of building and sustaining brand
loyalty [Wang et al.2018; Antoniadis et al., 2019; Boukis, 2019].
The remainder of the paper is structured as follows. The next section presents the main
characteristics of blockchain and its operation. Section 2 briefly discusses blockchain
applications as identified by the literature and the proposed directions concerning
blockchain research. Section 3 discusses the potential applications of blockchain
technology in marketing with short real-world solutions. Finally, the paper concludes with
the discussion of the potential of blockchain applications for marketing, offering
suggestions for future research.

1. Overview and characteristics of Blockchain Technology
The principle of Blockchain technology is the creation of a chain of blocks of data that are
sequentially ordered, and stored in a decentralized way in all the participants (nodes) of
the network [Asharaf and Adarsh, 2017]. A block of data is formed when the nodes solve a
complex mathematical problem (proof of work), that is defined by a consensus mechanism
[Crosby et al., 2016], that is secured cryptographically.
These blocks of data are generated each time a transaction is performed within the
network and is recorded not in a central database, but in a decentralized ledger that is
kept in all the participating nodes. This technology is otherwise known as Distributed
Ledger Technology (DLT) and is the basis for blockchain applications.
When the competing nodes create a block confirming the transaction, they are rewarded
with tokens that can be used in various ways inside or outside the network, through their
use as a means of transactions, or to be exchanged with cryptocurrencies or fiat
currencies. The number and possession of these tokens by a participating node cannot be
altered, as there are records of their possession in the rest of the nodes of the network
[Asharaf and Adarsh, 2017]. In that way transactions are verified instantaneously, safely
and anonymously, they are efficient and immutable, as intermediaries are not needed,
and problems like double-spending or conflicting transactions are eliminated [Pilkington,
2016; Zheng et al., 2018].
Therefore, blockchain is characterised by its: decentralized nature and operation,
transparency of data’s records, open source access, autonomy and trust, immutability, and
anonymity [Lin and Liao, 2017; Zheng et al., 2018]. These characteristics have as a result
significantly improved security and auditability [Pilkington 2016; Crosby et al., 2016], and
additionally disintermediation, enhances trust on the system, reducing at the same time
9

transaction costs for all participating parties. Furthermore, the decentralized nature of the
network and the way that records are kept reduces the risks of a collapse of the network,
or loss of data due to malicious attacks or technical problem that is a common problem to
traditional central database systems [Colomb and Sok, 2016].
Finally, another significant aspect of blockchain is smart contracts that are software
programs describing contract terms through logical expressions. These programs are
executed within the blockchain if the terms of the contract are fulfilled in an automated
fashion without the need of intermediaries (like lawyers, administrators etc.) [Piklington,
2016]. In that way transaction costs, moral hazard are being reduced, building trust
between the engaged parties [Yermack, 2017], and automating procedures in every aspect
of the firm or organizations creating what is known as the Distributed Autonomous
Organizations (DAO) [Zheng et al., 2018] reducing further transaction costs and building
trust.

2. Brand Loyalty Characteristics and Blockchain
Brand Loyalty is considered to be one of the most important metrics for firms and
marketers [Aaker, 1991; Laroche et al., 2012; Choi, 2018] and is one of the main concerns
for brand managers. Literature reports empirical findings for a number of factors that
affect brand loyalty [Aaker, 1991; Lau and Lee, 1999; Punniyamoorthy and Raj, 2007] like
involvement, perceived value, functional value, trust, emotional value, innovativeness etc.
Especially for perceived value it must be noted that affects consumers in three ways
providing them with economic, psychological and interaction value [Wang et al., 2018].
Trust between consumers and the brand is an important factor that affects positively
brand loyalty [Laroche et al., 2012]. Innovativeness is also an important way to build brand
loyalty [Pappou and Quester, 2016]
An important instrument to improve brand loyalty by creating stronger economic and
habitual relationships is loyalty programs [Epstein 2018; Boukis, 2019]. These programs
are used in a wide range of industries, especially in retail, airlines, tourism, e-commerce
and finance, as the most important and widespread marketing tool for firms and brands
seeking for building customer loyalty and relationship management [Agrawal et al., 2018;
Choi, 2018; Wang et al., 2018; Antoniadis et al., 2019; Boukis 2019].
Brand Loyalty Programs can be classified in six main categories, namely punch cards,
points collection cards, tiered, fee-based, cash back, non-monetary rewards, and coalition
loyalty programs [Agrawal et al., 2018] Despite the popularity of these programs, there is
growing evidence that consumers are becoming increasingly disappointed with the reward
they receive compared to the effort they have to make in order to earn loyalty points
[Bruneau et al., 2016; Epstein, 2018]. Moreover those schemes are difficult to be
implemented by smaller companies, creating barriers to entry in new markets [Gupta,
2017], and rising the switching costs for consumers to other brands or retailers that may
offer better value [Epstein, 2018], as in traditional loyalty points programs, customers are
usually limited on where and when they can spend the points, which undermines
customer intentions of accruing or using the points
Therefore despite the benefits for both the companies and brands but also for the
consumers, existing brand loyalty programs have some disadvantages as they are reported
by various researchers and practitioners [Danaher et al., 2016; Bruneau et al., 2017;
Agrawal, et al., 2018; Epstein, 2018; Boukis, 2019] as summarized in the following list:
10

● Difficulties for managers to control and estimate the financial liabilities (deferred
revenue) related to redeeming the loyalty points earned by consumers
● ROI measurement of the marketing expenditures related to these loyalty programs.
● Personalization issues related to the customers’ needs and desires, and finding ways to
keep them engaged
● Organizational issues in integrating the loyalty programs in the various channels of the
company (retailer, e-commerce, m-commerce, etc.).
● Complicated and “boring” procedure for the customer.
● Limitations in transactions, and difficulty in managing and operating different brand
loyalty programs for both consumers and firms.
Another important issue of traditional loyalty program is the matter of trust. Trust is either
built through a pain-staking procedure of providing credentials to the customers for the
quality of the products, service that is prone to manipulation, or by demanding the trust in
the case of brand loyalty programs, through rewards that are usually binding for the
customers [Epstein, 2018; Boukis, 2019].
The above problems can be alleviated with the use of blockchain technology, in
monitoring the procedures of a firm, i.e. in supply chain management [Kamath, 2018], but
also in marketing and management of the customer management relationship process and
the management of brand loyalty programs [Antoniads et al., 2019; Boukis, 2019]. Wang
et al., [2018] summarized the three essential features of Blockchain base loyalty programs
that outperform the current ones: a) real-time exchange and redemption of rewards
points, b) increased capabilities of multi-brands and firms exchange through the
integration of multiple brands and their loyalty program schemes with the use of tokens
[Epstein, 2018; Deloitte,2016], and c) peer-to-peer exchange providing access to the
connections with peers in the brand community, enhancing social capital and community
feeling for the consumers [Kavoura, 2014].
A system like that will be designed to simplify and amplify the process of collecting loyalty
points by tokenization, enhancing customers engagement that is critical for the success of
such a program [Bruneau et al., 2016; Danaher et al., 2016], as it will make it easier and
faster for customers to collect and access points and redeem them at different providers,
or even exchange them for cryptocurrencies or fiat currencies [Adeyanju, 2017; Agrawal,
et al., 2018]. Customers will be able to have a digital wallet, which will hold all the loyalty
points they have collected from different loyalty programs and can redeem them at
different participating vendors. As a result, the collection of points would be faster and
they would be motivated to use these programs as they would not have to wait for long
periods of time to collect points, they could use for rewards [Danaher et al., 2016; Boukis
2019]
Overcoming switching costs for customers can also be a potential benefit for blockchain
loyalty program as consumers will be able to use or exchange their token in various ways
or platforms. Therefore, the cost of acquiring new customers will be reduced [Epstein,
2018]. Although switching cost will diminish increasing competition new opportunities will
emerge for brands to communicate their value and enhance brand equity through
blockchain programs as tokens will be more flexible and usable by consumers. An
additional but extremely important category of benefits related to these blockchain
platforms are the one linked with the encryption techniques used, and the DLT that
provide security and protection from fraud along with transparency [Piklington, 2016;
11

Gupta, 2017; Zheng et al., 2018], and eliminating the risk of losing the points consumers
have collected. In that way trust is built within the community instead of being demanded
by the one who runs the loyalty scheme with obvious benefits for the brand loyalty
[Laroche et al., 2012].
Another indirect benefit that derives from blockchain integration in loyalty schemes is the
one of innovation. Since blockchain is innovative and there is a buzz concerning the
application of this technology, that can also be used in marketing [Antoniadis et al., 2020]
its implementation can potentially attract new customers, and improve the loyalty of
existing ones due to its innovativeness [Pappou and Quester, 2016].
Boukis [2019] also refers to the effect that blockchain will have in loyalty through storytelling, creating emotional value for the brand, strengthening the relationship of the brand
with the consumers, as they will be able to access more information concerning the
product they are purchasing [Kamath 2019], in conjunction with the use of new marketing
approaches such as gamification, and be sure of its origin and its quality, enhancing
therefore their loyalty [Galvez et al., 2018]. These aspects of blockchain applications will
also encourage consumers to be more engaged in loyalty programs, deriving obvious
benefits to brands and marketers [Aaker, 1991; Bruneau et al., 2016].

3. Applications of Blockchain Technology in Brand Loyalty Programs.
The implementation of blockchain is certain to have a number of advantages and will not
act as a replacement to existing loyalty programs [Agrawal et al., 2018], but will rather
rejuvenate them, facilitating their use and magnifying the effect they have in brand
loyalty.
Consumers will continue to use their cards, or even better their smart phones, but instead
of collecting points that can be used only to a certain retailer, or coalition of firms, they
will earn tokens that will be able to use them in different retailers or companies, or even
exchange them for cryptocurrencies that can also be exchanged directly between the
consumers, or be converted in real currency [Adeyanju, 2017; Choi, 2018; Wang et al.,
2018; Deloitte, 2016]. That process and this new market for tokens will also benefit firms
financially as it will alleviate liabilities caused by deferred revenue in their financial
statements [Agrawal et al., 2018]
Tokenization will also provide a way to integrate all loyalty schemes (including gift cards)
of a firm, in a single interactive platform that can include all kinds of interactions between
a brand and consumers, besides purchases, like for example the engagement of a
consumer with the social media accounts of the brand, digital advertisement, contents
and giveaways, reviews etc. [Epstein, 2018; Campbell et al., 2018; Antoniadis et al., 2019].
In this way blockchain base loyalty programs can lead to a more better and more complete
customer experience and value, as all interactions of customers with the brand firm will be
recorded, considered and rewarded, in a transparent and easy to monitor way for all the
consumers that will participate in the blockchain.
A number of firms and start-ups (i.e. Loyyal, Arc-net, Qiibee) already use blockchain for
that matter, or provide solutions that are available to any firm that wishes to implement a
blockchain solution for their loyalty program [Agrawal et al., 2018; Bidlack, 2019]. A
prominent sector that is a pioneer in the adoption of blockchain loyalty programs is the
airline industry. Firms like Lufthansa, Singapore Airline, Cathay Pacific and Air Asia, have
converted their air miles benefit schemes, into digital wallets with the use of blockchain
12

and gamification through mobile devices, to offer a better experience and brand value for
their customers, augmenting their brand loyalty [Deloitte, 2016]. These platforms
automate data fulfilment procedures, recording and providing a transparent transaction
history between the airlines and participating partners, enhancing efficiency and reducing
back-office administrative and transactional cost. [O’Leary, 2018]
Antoniadis et al., [2020] also reviewed and reported a number of applications of
blockchain in loyalty programs in tourism, and found that collecting tokens can change the
experience offered to the visitors of a hotel or a destination, providing a platform for
integrating other smart tourism solutions, as blockchain substantially facilitates the
management of these programs. An example of such an implementation is Gozo, a
startup, which provides a platform for loyalty and rewards programs for travellers through
tokens (like Ethereum or the GOZO token) that can be maintained in an electronic wallet
and be exchanged with travel rewards or cryptocurrencies and be used across different
vendors.
Wang et al., [2018, 2019] found that implementing blockchain applications in loyalty
programs increases the perceived value of consumers towards a brand, and hence
improve the brand loyalty. To make their point they have presented a case study from a
Chinese firm demonstrating the way that tokens can be used to encourage and facilitate
transactions between not only the firm and their customer, but also with other firms and
customers of the company [Wang et al., 2018]. In a subsequent research they provided
further evidence on the beneficial effect that blockchain based loyalty programs on brand
loyalty by interviewing 10 customers of a second Chinese fintech company [Wang et al.,
2019]. Choi [2018] has also demonstrated the use of blockchain and tokenization with the
use of credit card in implementing a brand loyalty program that will be flexible and easy to
use for consumers and retailers alike. Finally Galvez et al., [2019] examined also the effect
of blockchain application in the food industry and reported that apart from the marketing
and loyalty programs, blockchain based monitoring systems can enhance indirectly
consumer loyalty through the protection of the brand and improved food safety because
of the transparency of the supply chain management.

Conclusion
Blockchain will continue to stay in the epicentre of attention of academics and
practitioners alike in business and marketing, as more firms and stakeholders begin to
identify the capacity it has in dealing with and simplifying complex problems and
situations, firms and organizations face. This paper provided a view on the ongoing
research on the applications of blockchain in marketing, and more specifically in brand
loyalty programs, that is one of the main fields that blockchain already finds its
application, apart the finance and supply management sector. The main changes that
blockchain application will introduce to marketing is the marginalization of intermediaries,
the strengthening of trust between firms, brands and consumers, increased levels of
transparency, auditability and accountability, and finally a new model of relationship
management with the process of tokenization and the use of smart contracts.
Implementing blockchain in brand loyalty programs will benefit both companies and
consumers, as it will help build trust between the two parties, with the use of an
innovative technology, will simplify the process of managing these loyalty schemes,
making them more attractive for consumers and less costly for companies. Additionally, it
will help companies and brands to offer a better value proposition to their customers, as
13

they will be able to interact with them in an integrated platform. Competition in the
market will also be empowered as smaller firms will be able to benefit from the
implementation of blockchain based loyalty programs, as barriers to entry and switching
costs will be diminished. Therefore, smaller companies will have access to brand loyalty
programs that are now considered to be expensive and difficult to be implemented by
smaller companies [Gupta, 2017; Deloitte 2016]
However there is still a long way ahead, and blockchain cannot be considered to be a
panacea, as there is still ignorance on its capabilities, and the organizational adaptations
that will be necessary to firms, and consumers’ adoption, along with a number of technical
problems that obstruct its wide-spread adoption by companies and organizations like
scalability and interoperability [Zheng et al., 2018]
Future research should shed light on the perceptions of marketers on the application of
the blockchain in their everyday operations, and more specifically as far as brand loyalty
programs are concerned. The readiness of both firms and consumers to adopt such a
disruptive technology with the use of appropriate models of technology adoption like TAM
or UTAUT, could also provide insight on the ways that both parts would be encouraged to
adopt the new technology. Also, the effect that blockchain based loyalty programs would
have in the perceived value and the brand loyalty of consumers should be further
investigated with the use of appropriate consumer behaviour models. As more companies
will be implementing the new technology and more consumers will start using it this will
be a promising and challenging field of research for marketing research.
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Abstract: The purpose of this paper is to investigate users' expectation and
perception levels towards service quality dimensions regarding Skroutz.gr and to
analyze the discrepancy gap between users’ expectation and perception throughout
those dimensions. Additionally, determinants (factors) of Skroutz.gr service quality
are extracted. Combining the above findings, the possible influence on user
disconfirmation dimensions of these determinants (factors) of Skroutz.gr service
quality is examined. A modification of the well-known e-SERVQUAL model
concerning the evaluation of the customer’s satisfaction with Skroutz.gr is used.
Thus, a research model is proposed, consisting of the determinants of Skroutz.gr
service quality (four factors) as affected by the discrepancies (disconfirmation) of
the dimensions named “Design of the Web” and “Payment-Privacy/Security”,
"Services Provided" and "Overall Satisfaction". The main contribution of the paper
is the construction of a model entailing user expectation disconfirmation
dimensions and the determinants of user satisfaction of Skroutz.gr transaction
services. The paper’s results contribute towards improving the provided services of
Skroutz.gr and other similar companies
Keywords: service quality; satisfaction; customer’s perception and expectation; gap
analysis
JEL classification: M31

Introduction
One model of e-commerce is the so-called price comparison model. This e-commerce
model is based on the success that a website will have when it provides the basic service
of the comparison of a specific product originating from several web sources and offering
price comparison to the web visitors. A successful website in Greece is the skroutz.gr. A
first question that arises is why someone should be focused on a web service provided to a
specific country. The answer is that most research on e-commerce adoption is focused on
specific countries (Zhu, L., and Thatcher, S. (2010)). Due to regional contextual factors and
unique national characteristics e-commerce adoption is influenced (Li, P. and Xie, W.
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(2012)). A number of studies has been done on countries such as Taiwan (Shih, H.P.
(2004)), Algeria (Belkhamza, Z. and Wafa, S. (2009)), Kuwait (Huang, X., and Finch, B.J.
(2010)).
This paper examines the web service offered by Skroutz.gr, and it explores a set of
features that have the potential to affect the satisfaction and the perceived quality of
online transactions for skroutz.gr visitors.
The paper Huang, X., and Finch, B.J. (2010) make it prominent that effectiveness of online
websites is affected by a successful design regarding aesthetics, presentation and
functionality, which all can play an important role in the overall user satisfaction.
Moreover, there exist many papers that present field studies where satisfaction has a
central role and affects repurchase intention and loyalty (Stefanou, C, et al. (2003)). From
the works of Yen and Lu (2007, 2008) it is maintained that e-service quality is related to
user satisfaction. The question regarding which dimensions of service quality are
important to customer satisfaction in the online services context still stays on. Although
many studies have examined the impact of e-service quality on customer satisfaction in
B2C and B2B commerce, the literature is poor in the case of services of price comparison
such as Skroutz.gr. To sustain the importance of this study is that the security and trust
dimension of e-service quality is not applicable here as skoutz.gr does not provide any
money transactions. The latter is exclusive responsibility of the e-shops that the product
under search is originated. Hence, user satisfaction looses one of its pillars and thus the
determination of the others is to be found.
This paper’s purpose is accomplished through an empirical investigation of a sample of
199 users of Skroutz.gr.
The objectives of the research reported in this paper can be summarized to the below:
-

First of all, to investigate users' expectation and perception levels towards service
quality dimensions regarding Skroutz.gr and to analyze the discrepancy gap
between buyers’ expectation and perception throughout those dimensions.

-

Secondly, to investigate determinants (factors) of Skroutz.gr service quality.

-

Finally, to find out possible influence on user disconfirmation dimensions of these
determinants (factors) of Skroutz.gr service quality.

The rest of this paper is organized as follows: next section describes the relevant literature
on customer satisfaction and service quality in e-commerce context. Next, some research
hypotheses are formulated to see whether some dimensions of users’ expectation
disconfirmation are positive. Based on service quality in the e-commerce context literature
findings and the disconfirmation dimensions, we then, set up a compact set of research
hypotheses that are to be tested later on. Research methodology and data collection is
described. Moreover, data analysis and discussion are presented. To see whether
disconfirmation is positive or not, gap analysis is employed between perceived and
expected performance. Then, factor analysis is utilized to identify broad determinants of
Skroutz.gr service quality. Next, a second set of research hypotheses are tested to find out
whether these factors are related to the users’ disconfirmation dimensions. A new
theoretical model is proposed based on the above mentioned hypotheses. Finally,
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conclusions with managerial implications, limitations and propositions for further research
issues are presented.

1. Literature Review
1.1 Skroutz.gr system
Skroutz.gr is a web-based service for accepting and processing payments between people
and organizations worldwide. Founded in 1998 and it is a global payments platform that is
available to people in 203 markets, allowing customers to get paid in more than 100
currencies, withdraw funds to their bank accounts in 57 currencies and hold balances in
their Skroutz.gr accounts in 26 currencies. Skroutz.gr is an eBay Inc. (Nasdaq: EBAY)
company. By establishing a secure, easy-to-use system, Skroutz.gr transformed the
process of accepting credit cards and payments online by making it affordable and safe for
individuals and organizations.
1.2 Measure of satisfaction
One of the most important assets for a company is customers’ satisfaction. Most papers
agree that satisfaction/dissatisfaction is an attitude that is inherently created by the
customer comparing their purchase anticipation of what the customer expected to
experience to their perceptions after they actually receive the product or service (Oliver,
1989). Thus, customer satisfaction is the outcome of the evaluation of the experience he
had after comparing it with what he expected to have. However, inherent characteristics
of the personality of the individual who gets the services/products differentiate the
tension of satisfaction. Hence, it may be a company's first concern to find out their
customers’ expectations as the latter affects customers’ satisfaction. If those expectations
are fulfilled, customers have increased levels of satisfaction (Jones et al., 2003). If this is
not the case then a customer has satisfaction that is disconfirmed (Hunt, 1991). A negative
disconfirmation, results in dissatisfaction.
1.3 Users’ disconfirmation aspects
The variables used in order to estimate disconfirmation from electronic services are the
satisfaction over “design” of the web site, “payment methods” and “privacy/security”. The
above dimensions were chosen from the literature (Parasuraman et al., 2005). Thus, some
hypotheses are formulated:
H1a. “Design of the web site” under study has a positive user disconfirmation.
H1b. “The website services provided to the customers” has a positive user
disconfirmation.
H1c. “Payment methods and privacy/security” has a positive user disconfirmation.

2. Methodology
The survey used an ordinary e-SERVQUAL type questionnaire, consisting of several
sections. General questions related to the personal online behaviour of the interviewee
were asked. There were also questions related to users’ behaviour regarding electronic
transactions using a comparison price website "Skroutz.gr". In the last part, demographic
questions were asked. In other parts, items, from the well-known e-SERVQUAL model,
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were used in order to measure buyers’ expectation and perception levels with service
quality of the Skroutz.gr provided products/services. An interval scale using Likert 5-point
measurement, except for the personal online behaviour and demographic questions were
used.
The study investigated the customers’ satisfaction in the context of Skroutz.gr website.
The filtering question demands that the person completing the questionnaire to have at
least once experience of Skroutz.gr in Greece. More than 900 answers were received in
the study. The response rate was 31.1%. After careful editing, 933 valid questionnaires
were left.

3. Results
3.1 Demographics
The sample is divided to males (50,7%) and females (49,3%). 46.9% were between 18-24
years old, 30.4% were aged between 25-30 years old and 22.7% of the sample were older
than 30 years. It is obvious that young people are the majority of the Skroutz.gr
customers. For the education level, 0.1% graduated from primary school, whereas, 0.2%
and 15.3% graduated from secondary and high school, respectively. The undergraduate
students were the 36.6% of the sample and diploma holders were the 38.1% of the
respondents. 9,7% holds a masters degree or a Ph.D. In respect to occupation, university
students were the 38.1% of the sample, 27.3% private employees, 13.1% freelancers, 4.4%
entrepreneurs and 5.4% civil servants. The rest of the sample declared several other
occupations. The questionnaire included questions about general consumption attitudes
in the use of internet. The places where people access internet are at home (98.1%), at job
(50.8%), at internet cafe shops (21.1%), at school (31.3%) and anywhere while using their
mobile phone (83.8%).
3.2 Significance tests
Some profile characteristics of the respondents of the survey are examined using
significance testing. They are demographics and behavioural attitudes or intentions
towards the website under study. Hence, it is found that gender is related to the Word of
Mouth of Skroutz.gr (p<0.05) and additionally related to the antecedents for using it
(p<0.01). Sex is also related to the feeling of trust/security that Skroutz.gr has (p<0.01).
Males are more keen on Skroutz.gr (p<0.01). Age is related to Word of Mouth (p<0.01)
and young respondents are more enthusiasts towards it. Age affects the usage of it
(p<0.01). The more the age increases the more the professional reasons for using
Skroutz.gr increases as well. Education level is also related to Word of Mouth spread of
Skroutz.gr (p<0.05), and to the antecedents for using Skroutz.gr (p<0.01). Lastly, education
is related to the WoM of Skroutz.gr (p<0.05), to the reason for using it (p<0.01) and to the
familiarization to the Skroutz.gr (p<0.01). The reason for using Skroutz.gr is affected by the
occupation of the respondent (p<0.01).
3.3 Primary Variables for Skroutz.gr service quality
The Primary Variables for the Skroutz.gr service quality determination will be revealed
using factor analysis on the 23 likert scaled sentences included in the questionnaire.
Before that, Kaiser-Meyer-Olkin measure for sampling adequacy was found to be of an
20

acceptable magnitude (KMO 0.972). Additionally, Bartlett’s test of sphericity gave a
significance level of 0.000. Thus, all pre-requirements for carrying out factor analysis are
fulfilled. The extraction technique chosen was principal components and the rotation
method was varimax. Then PCA was performed. There were four construct variables
revealed. They explained almost 73% of the total variance of the total elements. The
rotated component matrix can be seen below. The items and their distribution to the four
construct variables are depicted. In the same column the Cronbach’s Alpha inter-relation
coefficient is provided.
Table 1. Rotated Component Matrix of the factor analysis
customer's
transparencyservices Functionality
trust communication
Cronbach's Cronbach's A Cronbach's
Cronbach's A
A (0.902)
(0.951)
A (0.820)
(0.860)
Aesthetics of the webpage of
,74
Skroutz.gr
Usefulness
,69
Structure of the Skroutz.gr
,73
webpage
Ease of use
,59
Information Update
,62
Customer support
,54
Cost per transaction
,82
Terms of use
,48
Account sign up
,67
Account activation time
,72
Transaction lasting
,74
Transactions monitoring
,54
Buying procedure through
,62
Skroutz.gr
Help
,61
Personal data and money insurance
,53
Check out procedures
,68
Billing procedures
,70
Invoice issue
,66
Products receipt
,61
Transaction methods
,66
Security
,81
Privacy
,82
Terms of payment security
,59
Extraction Method: Principal Component Analysis. Rotation Method: Varimax

4. Conclusions, limitations
Electronic market is an area that needs extensive and systematic investigation.
Simultaneously, the literature review shows that online commerce has not been studied to
the extent that someone could claim as internet has been investigated deeply. Most of the
info having to do with online commercial buying and selling has been presented in the
social networks. Field research shortly appears in the literature concerning customers’
satisfaction issues in this type of market. In this study the well known e-SERVQUAL model
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modified to measure the customer’s satisfaction regarding Skroutz.gr, is used. The
determinants of Skroutz.gr service quality (four factors) as are revealed.
Moreover, the extent of the use of Skroutz.gr by Greek buyers and their relationship with
demographic variables are investigated in order to find out their attitudes. Some
relationships with statistical significance have been found.
Although this study makes a significant contribution in extending past research it gives
directions for further research studies. Particularly, more comparison studies should be
conducted among different users from different countries.
The paper’s results contribute to improving the provided services of Skroutz.gr and other
similar companies. The company of Skroutz.gr should have a mechanism detecting
perceived/expected user satisfaction changes or discrepancies and adapt its strategies to
cope with. Finally, Skroutz.gr could be assisted by taking into account the determinants of
service quality identified in this research. It is prominent that in e buyers and sellers play
the same important role. The paper has not coped with this problem and thus it could be
considered as a limitation. Generalisations should be made with caution.
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Abstract: The concept <One Health> will have implications in the management of
health, human behaviour, organization of the national economy and enterprises.
Each of them is the subject of a section in our article. Health management is
presented as a form of superior integration of health care, prevention, nutrition and
lifestyle.
Human behaviour is treated in terms of attitude towards nature and environmental
management, with implications on health.
Organizing the national economy according to the concept <One health> involves
changes in the allocation of resources by way of taxes and authorization fees, but
also of the types of projects that can be financed from public funds.
The practices of the companies can be modified based on the concept of <One
health> if the educational efforts will have the same pressure that imposed the
concept of corporate social responsibility.
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Introduction
The One Health concept was launched in the US by healthcare professional associations. It
was subsequently taken over and developed in Europe, including Romania. The stage of
establishing the theoretical bases was exceeded. The concept reached the phase of
interdisciplinary studies and that of concrete social action.
Nutrition and nutrition medicine, part of the new challenges imposed by the One Health
concept, benefit from up-to-date complex studies (Mincu, 2007). The current state of
12
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knowledge in Romania of food problems is based on an evolution that included several
stages: the complex research phase of the 20th century (Mincu et al, 1989), the phase of
syntheses with differentiated applicability (Mincu, 2001; Mincu, 1993), the phase of
interdisciplinary studies (Ionescu-Targoviste, 2013). There was a permanent contact with
the international news.
The importance of environmental health, another challenge of the One Health concept,
has benefited from studies with support including at the highest level of policy (Gore,
2007).
The definition of the One Health concept was carried out including by the historical
method, with reference to comparative medicine (Manolescu et all, 2015). One of the
recent health challenges is antibiotic resistance. Important contributions to the definition
of this type of danger or to the directions of medical research meant to provide solutions
(Patrascu, 2017) were made with the support of the specialized association in Romania.

1. Health Management and One Health Concept
The world has long been confronted with the problem of demographic aging. In all the
stages of the management of human resources, the age criterion becomes important, and
with it, health too. Starting with the analysis and projection of jobs, quantitative planning
and on structural components of the workforce, continuing with recruitment and selection
and reaching the management of career, performance and rewards, workers' health is an
intrinsic component.
The value of human-based companies was initiated in the Anglo-Saxon corporate doctrine
(Mayo, 2001) and developed in literature from all countries of the world, including
Romania. Authors who analyse human capital use concepts such as "human wealth" or
"wealth" (Becker, 1997). When we talk about a man, his main wealth is the state of health,
materialized in the extension of the life time, in which he can enjoy pleasures and in which
he has no physical or spiritual sufferings.
In the evaluation of organizations, it is included, as it is natural, the diagnosis of human
potential, but with the analysis of only some quantitative aspects, such as the number of
personnel and its structure by degrees of qualification and specialization (Ionita et al,
2004). The future of management, in accordance with the concept One Health, will bring
quantitative inclusion of the health status of the staff. For the moment, we have the
health included only in the qualitative procedural aspect, by the presence or not, within
the organization, of the standards on health at the workplace.
The implementation of any novelty with strategic implications requires a sequential
approach (Panzaru, 2013). It is likely that an innovative concept, such as "One Health", will
be able to generate major changes in the approach of health in stages, mainly through
breaks, in conditions of discontinuity, and rupture with many towards the past.
Deciphering the trends when changes are announced to be radical greatly helps society's
ability to adapt to the challenges we expect.
Medical communication to the public now encompasses the complex approach of
prevalent diseases in extension with the parallel presentation of several types of
treatments, so that the patients have an informational basis to make informed choices
(Mindel & Smith, 2017).
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2.

Correlation One Health - Human Behaviour

It is natural to have a major concern for education in society. Understanding the resources
allocated to education as an investment is correct. However, it is surprising that education
is viewed, sometimes together with the vocational training, only as a factor of integration
into the labour market. Health education has a totally insignificant weight as a whole of
the knowledge spread in the school. So, education has the task to a better understanding
the contemporary health issues created by the convergence of human, animal and
environmental domains in accordance with One Health concept (One Health, 2008). The
new project of Spiru Haret University for integrating One Health concept in education may
be a good test for future development of the knowledge in this field.
From the beginning of the 20th century, the rapid development of medicine and sociology
allowed the observation of the connections between them. From both areas of the
research, it is concluded that “man must be defined at the same time biologically and
socially. From this perspective, man is also a product of social life, of the relationships
created in the work process, factors that interfere with the biological ones” (Milcu, 1997).
One concept frequently used in recent times is that of investing in human capital. In a
general wording, it is considered that investing in human capital represents "any activity
meant to ensure an increase in the productive qualities of the human factor" (Campbell et
al., 1988). Although the definition mainly considered the educational component of
investing in human capital, the presence of health in enhancing the productive qualities of
the human factor cannot be denied. Subsequently, the details expressed by the specialists
made clear the role of health in investing in human capital: "investment in human capital
includes not only the expenses made for formal education and professional adaptation,
but also the expenses allocated for health insurance" (Suciu, 2000).
The emergence of the One Health concept and its efforts to understand it are consistent
with prophetic predictions as early as the 20th century. While new truths of the planet will
be identified (One Health being such a truth of the planet), new principles of universal
value will be formulated and we will need to be inspired by them, the design of any policy,
plan or program will have to be made on a human scale (Peccei, 1986).
The problem of health education has evolved lately. The awareness of the particularities
of this type of education has generated both conceptual redefinitions and new
connections on the scientific and human action levels. The definition of "health education"
by incorporating the activity of doctors, nurses, sociologists, psychologists and the media
together with the involvement of various organizations allows the connection to the
integrative concept of One Health. To this extent, the area of understanding of the
education leads to the widening of the area of understanding as an essential form of
human adaptation to the surrounding world and to the human world, achieved through a
three-dimensional model of knowledge, appreciation and action (Moraru & Dumitrache,
2003).
Economic and social doctrines have highlighted certain categories of real human needs. It
is said that "people long for abundance and health" (Mises, 2018). According to the
natural human behaviour, health occupies a central place in the set of needs for which
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there is the availability to spend money. For this type of human needs, in the price setting,
complex flows start from the fundamental and the applied research, but only after their
results have been validated. The entry on the market is conditioned in the case of certain
categories of goods, such as those for health, by this validation.

3. Implications of the One Health concept on the organization of the
national economy
The concept of One Health should be understood not only as a new, complex and
interdependent approach to health, but also as an increased focus on life. At national
level, it is very important if we review the difficulties of the formation of the public budget
for health. The budgetary practice in Romania shows that "the budgetary funds provided
for the health chapter are mainly used to finance the expenses of the ministries and the
health units that are subordinated to them, as well as the county territorial units of the
ministries" (Dascalu, 2006). We are reminded that the first and most important line of
health financing in Romania is the administrative one. There are a number of other
subchapters directly related to people's health, but with an emphasis on "reaction" to the
disease, not on prevention. Most of the health costs in Romania are through dedicated
direct contributions, managed by a specialized body. Occasionally, transfers are made
from the state budget to the body that manages the health contributions.
We can also observe that the list of priorities of the health budget in Romania includes
health problems that may not have to be a major concern at the beginning of the 21st
century if information and prevention were working properly. Thus, we deduce that, by
informing, preventing, communicating the results, the structure of the health budget
would be different, having a higher efficiency.
At EU level, the importance of One Health policies has been established. When the
respective policies will actually be launched, like any other public policy, One Health
policies will also need to be evaluated. If the tools, methods and techniques of public
policy evaluation have been improved, including an important multidisciplinary
contribution (Cerkez, 2009), the problem of the stage in which the evaluation is relevant
remains unresolved. The theories regarding the cycle of a public policy have not been
clarified. Thus, we can expect that One Health policies also to risk assessments at times of
transition, when the expected results may not yet appear. The economic research will
have to collect the data provided by medicine, biology, technology, sociology, so that the
respective policy cycle is correctly established. Moreover, the accounting and taxation
know that only incomes and costs that have generated them can be linked.
Health in general, not just the public one, can be assimilated, based on the concept of One
Health, with Common Resources (or Common Goods). Indeed, according to recent
definitions of the economy, goods include services. Under the conditions of understanding
the global implications of human, animal and environmental health, the assimilation of
health with a common resource (a common good) is a normal step in understanding the
world we live in. But from this moment on, we can assimilate the conclusions from the
theory regarding the governance of common goods and those of the system of institutions
intended for collective actions. According to this assimilation, we will treat health similar
to natural resources, taking into account the concept of the "tragedy (paradox) of
common goods" and the restrictions on the general rules of circulation of values in case of
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shared use of some limited resources (Osrom, 2007). In Romania, relevant clarifications
were made regarding the impossibility of applying the free market rules in the
organization of the public service of emergency medicine. The impossibility of exercising
the right of option by the beneficiary requires, in all situations, not only in emergency
medicine, is a special distinction of the trading rules.
Understanding the challenges determined by One Health can be facilitated by referring to
strategic management axioms designed for an organization that includes a nation, a
federation or a confederation, such as the European Union. The mission of the
organization with national and regional expansion can only be the well-being of the
people. Greater profits together with competition protection policies are means by which
the citizens can acquire goods. These in turn can contribute to the well-being of the
citizens. The goals of the state-type organization (national or confederative) can be the
health. So, the philosophy of any public organization, including state Governments and UE
public institutions, must put at its centre the people who form the great national or
regional community.
The concept that the management is a social science made available to man or that
according to which the motivation of the people establishes the objectives of the
management, has been accepted since the middle of the 20th century (Falk, 1968). Taking
into account the evolutions of science in general, of medical science in particular, including
those related to the One Health concept, involves managerial actions of valorisation.

4. The future of the One Health concept and business management
To launch a project or to open a business line, the doctrine and managerial practice are
consistent: the first step is to identify the need and the second the decision to produce the
goods (products or services) needed to meet that need (Business, 2010). The problem is
that in some areas the completion of a need involves a longer cycle, comprising the
fundamental research, the applied research, the technological development, the
projection, the testing, and the launch of the production. For the demands of One Health,
we are exactly in this situation: we know the problems, we have the description of the
solution mode, but it is a long way until the supply of concrete goods or until the
replacement of some goods with others.
The correlation of the actions of the companies with the external environment is already a
management axiom. The analysis of the nature of the environment in which a company
operates has as objectives, among others, the understanding of the variables that
influence its performance, the impact on the degree of certainty, the modification of the
parameters regarding the work (Drury, 1996). But so far, the external environment has
been viewed only from a social point of view. One Health highlights the natural
environment with its impact on employees' health.
The progress in the knowledge society stage is based on performance, mainly through
human action. The management has grouped the factors that lead to performance
according to several criteria. A first classification establishes the situational and individual
variables. Another classification names the organizational and social variables, respectively
the physical and work variables (Petrescu, 2003). From the "individual variables" and
"physical and work variables" groups, human health is undoubtedly part of them.
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The need for the performance of human resources in companies and in society is not new.
A moment when human health was taken into account when designing work processes
was the emergence of the ergonomics. Seen as a solution by which the technique is
aligned with the possibilities of adaptation of the human body and with the functional
systems of the human (Manolescu A, 2001), the ergonomics launched a new research
direction, in which sciences, such as biology and medicine, "were getting tasks” to increase
the efficiency of work. Then it brought the man back to the foreground. The important
parameters of the work, its structural aspects became a research object. The One Health
concept helps the new direction of research in human resources field and the value of the
company in accordance with human resources.
Health is a fundamental concept of existence. In most management works, the "health
status of the company" is written as a key element in identifying its financial position. For
all forms of collaboration in society, there is the concept of "health". The idea of unique
and interdependent health of all forms of social collaboration is similar to the concept of
"One Health". This interdependence is expressed by the recent managerial doctrine under
different formulations. For example, it is claimed that "a healthy company and a sick
society are not very compatible. Healthy companies need a healthy or at least functional
society. Community health is the precondition for the success of a company” (Drucker,
2001). In the same time, the experience gained in modelling the investment in education
can be used to explain the investment in human health. It is necessary to perform
calculations to establish the net term value of the investment in health, as well as to
analyse the preference for present values over future ones.
In the efforts to generalize the application of the requirements of the “One Health”
concept, the strategic thinking elements can be used. It is practically unrealistic to expect a
fast dynamic in understanding the One Health concept, but it is normal to adopt the
judgements of strategic management for longer term projects. The managerial theory
detailed the three-dimensional component of the strategic approaches. The three
dimensions of such a model are: the rational and analytical component, the social-political
component and the bureaucratic component (Nanes, 2004). Each of these components
has managerial meanings that do not coincide with those given in the current language.
The One Health concept will have an emphasized dynamic in terms of the rational and
analytical component if its founding scientific research guidelines can be developed
through pragmatic partnerships with civil society, in order to disseminate the results or by
attracting as much of the funds as possible to the scientific research, through community
or national programs.
The social-political component refers to the action of the individual persons or of the
organized groups to have control over the destinies of their peers and to exercise their
power. To the extent that the holders of power understand that the new concept
improves people's thinking about health status, but it is not mandatory to disrupt social
hierarchies, there may be public support. To the extent that the requirements of the One
Health concept mean the elimination of activities that are beneficial to the holders of
power without being replaced by equivalent value advantages, then we can expect
opposition and negative reactions.
The bureaucratic component of the strategy of imposing the One Health concept mainly
comprises the organizational forms under which it can be acted upon. In Romania, there
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were approaches that took several forms of action: organization of an association
(component of civil society), partnerships in the field of medical scientific research and of
the academic (university) environment, initiatives for public institutional organization,
authorization of initiation courses for all the stages of formal or lifelong education,
dissemination on individual formal or informal paths. Essentially, the One Health strategy
will aim to collect all types of resources, mainly human, necessary to promote the values
and requirements of this concept.

Conclusion
When we talk about a man, his main wealth is the state of health, materialized in the
extension of the life time, in which he can enjoy pleasures and in which he has no physical
or spiritual sufferings. Investment in human capital includes the expenses for health
insurance.
Health in general, not just the public one, can be assimilated, based on the concept of One
Health, with Common Resources (or Common Goods). So, we will treat health similar to
natural resources.
Human health is a factor that leads to performance. Health of all forms of social
collaboration is similar to the concept < One Health>.
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Abstract: The concept of “human development” was born in a period characterized
by an important number of events that have caused important changes of the geopolitical factors as well as essential mutations at economic and social level. This
period is known as the “post-war era”. In this era, the world economy has
registered considerable progress. The international cooperation and economic
development have permitted the significant increase of merchandise and services
world-wide commerce as well as the increase of foreign investments. Both the
global production structure and the labor force structure have changed.
Unfortunately, this global economic development is doubled by the persistence of
economic and social differences and by the occurrence of set-backs. In the present
paper it is presented the Romanian position towards the human development as
well as the development perspectives of this position in the context of Romania’s
integration in the European Union.
Keywords: human development, economic growth, sustainable development,
globalization.
JEL classification: O15, O47, E24, F43, Q01

Introduction
The development through people and for people highlights the participation with the
opportunities that they have for creating personal and implicit national well-being. People
are the tools and beneficiaries, but also the victims of all development activities. Their
active involvement in the development process is the key to success. Moreover, if we do
not constantly improve people’s lives, environmental programs will certainly fail.
In order to diminish the various contrasts and to ensure a balanced global development,
over time, a series of strategies and concepts have been developed that emphasize the
process of economic growth, a process considered to be the basis of progress in all areas
(Secăreanu C.). According to the Global Report on Human Development 2009, “Human
1
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development is a space of freedoms in which people have to live their lives in the way
they decide to do it”.

1. Sustainable Development and Human Capital
Human development is a sustainable process that emphasizes, first and foremost, that
development is made for people and involves their participation in obtaining economic
results and in equitable distribution of income.
As a form of manifestation of macroeconomic dynamics, economic development involves
a set of quantitative, structural and qualitative transformations both in the economy, as
well as in scientific research and manufacturing technologies, in the organizational
mechanisms and structures of functioning of the economy, in the way of thinking and
behavior people.
Sustainable development represents a new path of development that supports human
progress not only for a limited period, but for the population of the entire planet and in
the long term. It subsumes and correlates the following elements: expansion, growth,
progress, development and underdevelopment with dual purpose - economic
development and human development.
If the traditional models of economic growth were oriented towards the development and
amplification of the wealth created so as to ensure the premises for raising the standard
of living or, in other words, they had a predominantly quantitative orientation, the new
approaches to growth must be predominantly qualitative, which means the fact that the
growth process must predominantly serve the human, social and environmental
dimensions.
Development must lead to improving the quality of people’s lives and expanding their
ability to shape their own future.
In 2000, under the aegis of the World Bank and under the coordination of Vinod Thomas,
Vice-President of the World Bank and director of the World Bank Institute, the book
“Quality of Growth” was published. This paper emphasizes the importance of the
qualitative dimension of economic growth, stating that development is best served when
the quality and quantity of growth are intertwined and when the process focuses on the
human, social, as well as environmental, and governance dimensions.
Concerns regarding the future of humanity and those related to ensuring a sustainable
development that will lead to an increase in the quality of life in a balanced and global
level are increasingly expressed at numerous international summits and meetings where
the stage of human development is analyzed, the progress achieved is appreciated and the
deficiencies that persist in different areas are noted.
Significant is the fact that, under the responsibility of the international community, precise
objectives have been formulated and adopted whose realization will ensure new
dimensions of sustainable development and, implicitly, of human development. These
objectives include the Millennium Goals (The Millennium Development Goals), stated at
the United Nations General Assembly in September 2000 also known as the “Millennium
Summit” and they refer to:
1. eradication of extreme poverty and hunger;
32

2. ensuring universal primary education;
3. promoting gender equality;
4. reduction of mortality among children;
5. improvement of maternal health;
6. fighting diseases such as HIV/AIDS, malaria, tuberculosis and other diseases;
7. ensuring sustainable development;
8. perfecting a global partnership for development.
International bodies such as UNDP, the United Nations Commission for Sustainable
Development (UNCSD), the United Nations Department for Economic and Social Affairs,
Eurostat, the OECD are constantly concerned with identifying specific indicators that make
up subsystems in line with the requirements of the main segments of the studies they
conduct.
The level of education reflects the ability of individuals to acquire knowledge, to
communicate and participate in the social life, of the community they belong to.
Knowledge becomes the most important factor in creating human wealth, but also the
most effective means of achieving compatibility between the human-created environment
and the natural environment.
This resource of wealth creation - knowledge - can be used concurrently by anyone who
owns it and is accessible to the disadvantaged, not just the powerful. Putting the
knowledge at the base of the making of the human economy creates the real premises for
carrying out clean economic activities, whose cleaning mechanisms will function
permanently in the economic processes which, being synthetically integrated, will allow
the control of the human, with the levers of the mind both upstream and downstream and
downstream, companies developing this process at the entry during the actual production,
at the exit and post-use of the good or service (Toffler A.).
The equitable distribution of income and investments in humans creates the material and
socio-cultural framework of human life expectancy, so that the longevity or ability of the
individual to lead a long and healthy life is the third fundamental feature of human
development.
People feel it is imperative to take part, not passively, in the events and processes that
mark their existence and destiny. A generalized participation, at local, national and global
level will have a profound impact on all aspects of development: it can print a new
dynamic to the development process and it can outline a renewed society, more equitable
than the existing one and focused on the fundamental interests of the individual.
Under the concept of human development, the most profound and effective form of
participation is access to work and remuneration, which means that a priority objective of
human development strategies must be the creation of new jobs, the improvement of the
situation of places existing work, revision of the concept of work and duration of work,
extension of the concept of capital which, in addition to physical, financial etc., should also
include cultural capital in the human one.
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The allocation of resources within the new models of viable human development must
take into account, to a large extent, individuals and the natural environment. This global
vision of human development is another feature of the concept of sustainable economic
development. This demonstrates that both nationally and internationally, new
development models and concepts must be created. It is necessary to use new models of
sustainable development, to articulate around the needs of people, in order not to
marginalize groups or individuals and to create the necessary framework for investing in
human potential.
Today, more and more are emerging the elaboration and implementation of a new
concept of security, as security of people, not only of states, a security provided by human
development, and not of weapons, respectively food security, of jobs and of the
environment, a security of regional economic and peace alliances, not a military security,
because it is known that: “pollution is equivalent to aggression, because it deprives others
of the joy of using it freely of property rights” (Găgescu R.).
Also, the development aid, projected against the background of global human
development, will have to take into account the level of poverty existing in the beneficiary
countries, being destined to socio-human problems, education, ecological security etc.
External aid becomes a dysfunctional factor for development when processes are used to
create technology dependency. The encouragement of import-dependent lifestyles and
the waste of funds, as well as the replacement of domestically manufactured products
with imports, determine the exodus of millions of people on the land they depend on to
earn a living.
In the situation where we turn our attention to the creation of a new society, a human
society for people, human development correlated with sustainable development appears
as a generous concept.
The specialized literature with methodological character and the practical studies in this
field highlight two methods of measurement and analysis of human development:
analytical methods and synthetic methods. Measuring human development with the help
of synthetic indicators is based on three essential elements: longevity, education level,
standard of living (Lepage H.).
For longevity, the life expectancy at birth is used as a measure, which synthetically reflects
the average life expectancy under the influence of factors such as: nutrition, health status,
living conditions etc.
The level of education reflects the degree of education and access to quality education,
indispensable to the training process for a productive life in modern society. The level of
education is measured by combining data on the adult literacy degree and the degree of
enrollment in education.
Access to the resources required for a convenient standard of living can be assessed by the
gross domestic product (GDP) per inhabitant, calculated at the purchasing power parity, in
euros.
Four main classifications used by UNDP and other international bodies are mentioned in
the world reports on human development:
1. classification according to the level of human development;
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2. classification by average income level per inhabitant (GNP per inhabitant);
3. the main aggregates of the world;
4. regional classification.
The aggregation of countries according to the level of human development applies only
where the human development index (IDU) is calculated, the countries being ranked
according to its value.
The number of countries included in this classification varies slightly from year to year
because the data set required for IDU calculation is not available for all states.
Within the range of variation of the human development index between 0 and 1, three
segments are delimited, which correspond to three groups of countries according to the
level of human development:
a) high human development (0,800-1,000);
b) average human development (0,500-0,799);
c) low human development (0-0,499).
In terms of human development, Romania ranks 63 rd out of 182 countries and 22nd out of
the 27 countries of the European Union. Our country has regressed from the previous
report when it was in 60th place, according to the ranking made annually by the United
Nations Development Program. Norway is again at the top of the annual ranking of the
Human Development Index, a document published by the United Nations Development
Program and comprising 182 member countries of the United Nations.
As for the concepts “human development” and “human security”, they are related,
interdependent, but not identical. Of course, there is an interconnection between human
development and human security: progress in one area extends the possibilities for
progress in the other and vice versa.
Regarding the security of the individual it can be said that lately more and more has begun
to crystallize a new concept “human security” which was first approached in 1993 through
the United Nations Program for development.
According to article 3 of the Universal Declaration of Human Rights, “every human being
has the right to life, liberty and security of his person”.
The security of the individual is at the center of human attention and is an integral part of
promoting and maintaining stability and peace. State security is essential, but not
sufficient to ensure the security of the individual and implicitly of the community. The
main problem that appears strictly related to the security of the individual is that of
respecting human rights.
The concept of security now has new dimensions due to the fact that humanity is going
through the most spectacular period of development: scientific knowledge doubles at 3-5
years; the abundance of new technological achievements presses even on some
manufacturing processes and new products entered in the economic circuit; the culture of
mankind becomes predominantly of scientific and technological knowledge.
In today’s environment we can talk about globalization of risks and threats to security,
which has led to the shift of emphasis on the security of the individual. At the state level,
35

international developments are reflected in the concrete way in which governments
manage these new challenges and vulnerabilities.
Rather, the security of the individual must encompass economic development, social
justice, environmental protection, democratization, disarmament and respect for human
rights and the rules of law.
The security of the individual refers, in general, to issues related to: education, health
care, housing and social assistance insurance, employment and environmental conditions,
culture and youth support (Kofi A.).
The mentioned structural elements of human security are particularly important for man
in any country, in any social situation, but the security problems of the present are
required to be formulated and solved from the perspective of the future.
The development of humanity needs to be approached today as a process of the range of
people’s choices among those they value. This expansion is required to be based on
strengthening people's core capabilities.
According to the concept of human development, there are four basic components:
equality (equitable access to opportunities); sustainability (responsibility for present and
future generations); productivity (regarding investigations in human resources and in
creating that macroeconomic environment that would allow people to reach their
maximum potential); the sense of decision - people must reach a level of individual
development that would allow them to exercise options based on their own desires, from
a wider framework of existing opportunity (Buzan B.).
The man and his vital necessities are considered fundamental, as a supreme value, while
the material factors, the money incomes or the increase of the consumption are no longer
a central, fundamental condition, but only a means of ensuring the sustainable human
development.
This revision of the correlation between the aims and the means of social development is
only a return to that kind of orientation of the general conceptions that are characteristic
for the national and European human culture.
The development of humanity cannot be achieved without assuring human security.
Human security usually involves a condition in which people can exercise their options in
safety and freedom, without fear that the opportunities they enjoy today will be lost or
withdrawn in the future.
Security means that the benefits that people have achieved in expanding their
opportunities and enhancing their capabilities are protected by current social, economic,
and political arrangements. Security is based on a broad social acceptance - based on
sustainable institutions - of people’s rights and obligations.
Security has been approached as a multidimensional concept related to everything
regarding the safety of the human being: society, economy, environment, food etc.
Thus the theoretical approaches culminated in a global initiative with a strong support and
a substantial contribution of scientists who launched the concept of human security,
defining for the life and dignity of human beings, an idea that will surely mark the meaning
of the evolution of the global society in the 21st century.
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The current situation in which humanity is today is looking for a new development model
and new security objectives. The specialists, in their works, propose us to realize new
imperatives addressed to the 21st century (Ţîrdea Teodor N.):
- the intellectual imperative - consists in the qualitative advance of the social intellect;
- the strengthening of security must be based on two main elements: to strengthen the
sense of trust between people as a result of the information connections within the state
and to develop the collaboration between states;
- the cursive connection of human security and development - only their unity can act
effectively in reaching the new purpose where human prosperity and security will
dominate;
- the new quality of life insurance, the new requirements will have as a point of reference
the collaboration in the fields of science, technique, economy and ecology;
- the traditional contemplation of development, accompanied by security, will help to
realize the basic principles of security in the transition to sustainable development,
namely:
 ensuring general security is possible within the framework of global sustainable
development. Promoting global security includes the socio-natural aspect,
which will allow the preservation of the biosphere and civilization.
 the security in this new development model expresses major possibilities for
perfecting the social intellect for the constitution of the noosphere.

Conclusions
In conclusion, human development is linked in a compatible and complementary way to
human rights. If human development is aimed at extending the possibilities and freedoms
that the members of a community benefit from, human rights represent an improvement
of the social structures that facilitate or ensure these possibilities and freedoms.
Other areas of choice to which people attach a high value are sustainability,
environmental protection, participation in social life, security, responsible governance.
From the point of view of human development, all these are necessary to ensure
productivity and creativity, self-respect and a sense of belonging to a community.
Ultimately, human development is a development for people and with the contribution of
all.
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Abstract: Sustainable development is a guarantee of the stability and security of the
entire planet, of countries, areas, regions, including the European continent.
Sustainable development is of great importance, and development without
sustainability cannot be a stable construction in time and space.
The European energy policy has been constantly adapting in recent years to the
new geoeconomic, geopolitical and geostrategic realities and has aimed to ensure
energy supply respecting market mechanisms, promoting energy efficiency,
environmental protection.
Keywords: energy, energy
environmental protection.
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Introduction
Energy resources have permanently and overwhelmingly influenced the evolution of
human society and its economic development, with oil and gas continuing to be a reason
for cooperation, but also for confrontation and disputes between the actors of the
international system for their ownership and access. At the same time, the supply,
distribution and use of resources are increasingly shaping the economy, security, foreign
policy and state priorities.
In this context, energy security is strongly affirmed as a separate side of national, regional
and global security.

1. Energy Component and Sustainable Development
Ensuring energy security today more than in the past involves correlations with the
political and military aspects of security as a whole. The state of energy security involves
overcoming vulnerabilities, counteracting risks, dangers and threats to meet individual
needs, and the well-being and security interests of citizens cannot be satisfied without
ensuring economic security and, implicitly, energy security.
1,2
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Energy security is the test by which global energy policies are tested, a brutal reminder
that problems such as air pollution, energy colonialism and even climate change are by no
means the most serious problems facing the energy economy. If the elementary energy
demand, which is expected to double by 2035, cannot be met, none of the other problems
will matter anymore. Energy security far exceeds the simple aspects of supply. No matter
how much oil or gas we discover, they will have no value unless we have the physical
infrastructure, political stability and the technical and financial resources to transport
them to those who need them and these criteria are becoming harder to do.
The European Union, a major energy consumer, continues to have a truly vulnerable
position in the global market.
The dependence on the energy resources of the Russian Federation and the increase of
the energy risk as the economy develops concerns the authorities of Brussels at the
highest level. On the one hand, the European energy policy has been permanently
adapted to the new geopolitical, geoeconomic and geostrategic realities in order to supply
energy at affordable prices, to promote energy efficiency and environmental protection,
and on the other, the interests of the Member States in the field of energy and energy.
Delay in the implementation of European strategies and action plans undermines the
process of ensuring sustainable, competitive and secure energy.
In this equation, Romania's energy security as a member country of the European Union
and an important part of the Black Sea Region depends largely on economic cooperation,
a strong strategic and energy partnership between the EU and Russia. Also, it becomes
extremely important for our country to maximize its geostrategic advantages, energy
potential and, last but not least, the possibility of becoming an important transit corridor
from Eastern producers to Western consumers.
Ensuring the security of the state must be based primarily on the security of the individual,
and the security interests of the state must be in line with the security interests of the
citizens. In this context, the security conditions required by the population for its welfare,
for which the state has the responsibility to ensure that they are satisfied, are based
mainly on those of an economic nature.
In today's economy, clean and reliable energy is a luxury reserved only to the richest
nations. In countries struggling with unprecedented population growth, the search for
energy security is rarely the equivalent of a leap toward clean technology. Instead, these
nations tend to take the easiest, fastest, and cheapest way, and this means outdated, poor
quality, and highly polluting technologies [Friedman, L.T., 2010].
How far nations will go to gain access to oil is impossible to say, but it is very likely that
energy security will become the newest pretext for geopolitical conflicts, especially in the
case where the decision regarding the “peaceful settlement of international differences” is
and we believe it will be just a principle of law and international relations.
Given these considerations, the issue addressed is also one of actuality, complex and of
great understanding. The energy component of sustainable development highlights the
need to analyze the correlations between the key concepts: sustainable development,
energy resources, energy security in the context of globalization.
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Obviously, taken individually, these concepts are addressed in detail in the foreign and
domestic scientific environment.
The analysis of economic phenomena must aim at sustainable development, as well as
securing a nation through sustainable development. Then the possible and favorable
approach requires the identification of a set of principles and not of a valid universal
model.
Each nation has its diversity, from the lifestyle to the dowry of natural resources, and the
objective of maximum generality of each economy is not only given by the conformity of
the activities from the perspective of the set of principles, but also a performance in all the
phases of the socio-economic processes, focusing on sustainable production and
consumption.
The WCED Brundtland Report (“Our common future”) gave in 1986 the most usual
definition of sustainable development according to which it aims to “meet the needs of
the present without compromising the possibility of future generations to meet their own
needs”.
Adopting the principle of sustainability, under the specter of the nearer depletion of nonrenewable resources, requires that all policies be developed and applied according to the
economic, social and environmental impact, with the lowest costs and, above all, nonpolluting. In addition, the internationalization of economies raises a number of demands
in the application of this principle not only in the internal policies, but also in the relations
of external cooperation.
Sustainable development is integrated into a unitary security system. From the
perspective of this integrated approach it is desirable that sustainability should become a
catalyst for internal and external political decisions, economic actions and public opinion
in order to promote both new structural and institutional reforms, as well as the
modification of production and consumption behaviors.
In order to achieve this objective, the coherence between the three coordinates economic growth, social cohesion and environmental protection - should be classically
appreciated as contradictory options.
Economic security - an element of sustainable development on economic growth and
development - has led to a waste of resources that has been the subject of numerous
criticisms.
If we refer to the economic dimension of security on sustainable development, in
principle, we consider the reality that economic security involves counteracting all
dangers, threats and risks to resources of an economic nature.
The economic dimension of energy security must be correlated with the socio-human and
political dimension (overpopulation, poverty, unemployment, homelessness, diseases
etc.). However, economic security objectives condition the degree of participation or
international economic openness of a country. Therefore, the economy must be rebuilt on
new bases, in which the public interest must be correlated with the individual interest in
the new dimensions.
A new economy is being formed and will operate, benefiting from the democratic
character of the information society and knowledge.
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The implementation of sustainable economic policies, their detailing and execution must
be the responsibility of the specialists.
The new economy will establish this orientation for the better, sustainable management
of a society, but it must have a good preparation, which induces the idea of ensuring a
priority in the development of scientific education and research.
Consequently, it is compulsory to give priority to the processes of generating new
knowledge, to the technical-scientific research, because the general result of the learning
must be the substantial increase of the efficiency in general, and of the economic one in
particular.
With the increase of the economic efficiency we will have adequate economic processes
and we will gain more relevance and fidelity to the economic phenomena, in full
correspondence with the principles of sustainable development.
Speaking about the social dimension of sustainable development, Agenda 21 refers to:
international cooperation for accelerating sustainable development in developing
countries and the corresponding internal policies; fighting poverty; modification of
consumption patterns; demographic dynamics and sustainability; protecting and
promoting conditions for human health; promoting the development of sustainable
human settlements; integrating the environment and development into the decisionmaking process.
On the other hand, information security related to energy security is an inexhaustible
documentary source. Computer aggression is an atypical threat, and the risk of a cyberattack, also known as cyber-terrorism, involves mutations in ensuring international
security due to the importance given to the information infrastructure by the company.
Walter Laquer stated about cyber-terrorism that “why cause victims among the
population if an electronic disturbance would produce much more dramatic and lasting
results” [Laquer W., 1996].
Regarding energy security, in the current stage, the control networks that serve most of
the energy installations are integrated into the information and communication systems,
including here the business management networks of the company, while most of the
technical supervision and maintenance services of the vital equipment are operated
remotely.
In the near future it is foreseen that the energy systems will become more and more
connected with the infrastructures of information, transport, water supply, food, financial
services and emergency services.
The experience of recent years and especially the recent crisis that has encompassed the
entire global economic and financial system shows that there can be no prosperity and
social peace without ensuring security at all levels, including economic security.
At the same time, sustainable development is a guarantee of global stability and security,
of countries, areas, regions, including the European continent. There can be no security
without development, and development without sustainability cannot be a stable and
stable construction in time and space.
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Sustainable development is today an interdisciplinary concept, which involves at least
three elements in a close relationship of interdependence: economic programs, programs
and measures for environmental protection and security.
Energy security, as a separate side of economic security, is closely linked to any action or
inaction of any actor of the chain owner-operator-producer-carrier-distributor-consumer,
directly or indirectly linked to energy resources, which aims to influence or control other
actors.
The debate on energy security can no longer be focused solely on the economic
dimension. Today, more than in the past, ensuring energy security involves correlations
with the political and military aspects of security as a whole.
The state of energy security involves overcoming some vulnerabilities, dangers, threats
and risks on an international arena in transition from the bipolar world to a new
physiognomy of the international relations system.
Also, reducing the dependencies of some countries on the energy resources of others can
be achieved through international cooperation, by strengthening partnerships and
dialogue between energy producers, intermediaries and consumers, by coagulating similar
interests that dictate actions in the security environment. It is important to understand
that interdependence is the key to achieving energy security on a large scale.
The European energy policy has constantly adapted in recent years to the new
geopolitical, geoeconomic and geostrategic realities and has sought to ensure in a more
integrated way the supply of energy at affordable prices, respecting market mechanisms,
promoting energy efficiency and environmental protection.
Any discussion about ensuring Romania’s energy security should start from a simple
reality, namely: the reserves of national energy resources are continuously reduced.
Indigenous energy security can mean greater national and European energy security.
This is why it is necessary to create an integrated system of security resources
management and quality assessment, which will ensure compatibility between the
objectives of the national security policy, the planning and programming in a unitary
conception of the activities designed to ensure the achievement of the set objectives and
the management. in the integrated system of the human, material and financial resources
allocated and the strengthening of the responsibility regarding the fulfillment of the
approved programs, as well as the efficient use of their own resources.
Access to information excludes “hiding” information about the use of financial resources
(budget) and optimizing the presentation of the security budget in detail, well structured
and even commented when appropriate, provides a good understanding, analysis and
evaluation of the contribution of each program when achieving national interests.
In order to ensure and increase the energy security, the general and specific measures for
environmental protection, energy efficiency, restructuring / privatization, access to the
structural funds, as well as the measures specific to each sub-sector, provided in the
Energy Strategy of Romania for the period 2007-2020.
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You can also act for:
- creating a stable and predictable climate at national level regarding the legislative and
regulatory framework;
- promoting and implementing, in the context of existing risks and threats, effective
measures to secure the transport networks and energy infrastructure in the pan-European
area of the Black Sea by regional organizations;
- continuation of Romania’s efforts to fulfill the energy-environment package imposed by
the European Union;
- reducing the dependence on any energy source, increasing the number of suppliers,
exploiting non-fossil fuels or renewable energy resources, reducing the global demand
through energy conservation measures, concluding international agreements, setting up
emergency stocks etc .;
- continuing the technological research to discover the most efficient ways to promote the
consumption of green energy on a large scale.

Conclusions
The experience of recent years and especially the recent crisis that has encompassed the
entire global economic and financial system shows that there can be no prosperity and
social peace without ensuring security at all levels, including economic security.
At the same time, sustainable development is a guarantee of stability and security for the
entire planet, countries, areas, regions, including the European continent. There can be no
security without development, and development without sustainability cannot be a stable
and stable construction in time and space.
Finally, we reiterate Mircea Maliţa’s statement that “in a period when information
abounds, we look for books that systematize us. When debates multiply, confusion
increases, we like those that bring conceptual clarity and when people are in a hurry and
have no time for reflection, we are happy when someone stimulates us”.
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Abstract: Today, looking at the dynamism of the business environment seems to be
necessary, more than ever to focus youth competences formation on future
business developments, especially to those related to emerged fields of
entrepreneurial initiatives like circular economy, artificial intelligence. Higher
education programs focusing on entrepreneurship gained popularity among
students manifesting strong intentions to start a business their own. The favorable
business environment, governmental support, encourages young people to become
entrepreneurs, and appropriate education is crucial to help them innovate, boost
their creativity, and make them successful in managing the business operations
daily. Building strong management skills along with nourishing creativity and
innovation will enable young entrepreneurs to pursue their dreams and to lead
successful ventures.
Keywords: entrepreneurship, education, innovation, creativity, leadership
JEL classification: I23, I24

Introduction
Now scientists of the most different professional directions (economists, philosophers,
psychologists, sociologists, etc.) pay serious attention to development of the theory of
modern business and its role in economic development of the country. Economic
activity of the enterprise of any form of ownership, operating in market conditions,
should be, first of all, cost-effective in order to ensure income and investment, maintain
independence and development of the enterprise.
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Modern entrepreneurship is the most important element of the market economy, it
largely determines the pace of economic growth, the structure and quality of the gross
national product, contributes to the maintenance of competition, forms a new social
layer of society. A high level of business development is a necessary condition for the
modern model of market economy, because it includes many functions: direct
production, privatization of property, management, marketing and many other
activities related to creativity, innovation and risk.
Entrepreneurship, according to experts studying this phenomenon, is not a profession,
but an image and lifestyle. The well — known economist Joseph Schumpeter — a
recognized authority of economic science-called entrepreneurship a special economic
factor in addition to the three well - known-capital, labor and land. In his opinion,
entrepreneurship has a dual function. First, it is the power that brings resources
together in new, unique, innovative combinations. Secondly, it is the driving force of
reorganization and social change, produced on the basis of special knowledge, intuition,
other qualities and entrepreneurial properties [Ivanov & Rusinov 2009].
Schumpeter calls the entrepreneurial process of rebirth and renewal "creative
destruction," the kind of destruction without which nothing new can be created.
Although in everyday life, entrepreneurs are called all those who are engaged in
business, not everyone who is engaged in it can be an entrepreneur. They are only
those business people whose behavior in the market is different search, creative
nature.
An entrepreneur's business can grow only at the expense of his profits and should
develop only if it ensures the achievement of valuable social goals. Mature civil society
in the interests of self-defense rejects business that does not meet its needs. The state,
which serves society, adopts laws that put a barrier in the way of anti-social
manifestations of business. In today's civil society, the entrepreneur feels more socially
responsible for his or her actions than ever before. A sense of high social responsibility
has been added to the traits originally characteristic of an entrepreneur — enterprise,
assertiveness, energy. The entrepreneur ultimately serves society. The modern
worldview of the entrepreneur is based on the recognition of the public utility of
business, the fundamental components of which are exchange, transaction, act of sale.
Every transaction that brings business profit, at the same time means an increase in the
well-being of society. A real deal benefits both parties involved. Conclusion of fair and
mutually beneficial transactions is an important function of modern business [Popov,
2011]. Modern society focuses on supporting, first of all, socially responsible
entrepreneurs. This is especially important in societies with long traditions of
collectivism. The differences between the individualist entrepreneur of the classical
capitalist type and the socially responsible entrepreneur can be presented as follows.


Individual entrepreneur:

1. Considers society as a means to an end
2. Struggles for self-assertion in the role of leader
3. All forces directs on strengthening of the positions in society
4. Treats the public interest as a hindrance to its activities
47



Socially responsible entrepreneur:

1.Considers the development of society as his personal goal
2.Seeks to identify and train its receiver as a leader
3.Feels like a responsible member of a democratic social structure
4.Encourages others to start their own business
Summing up the main features of the modern worldview of entrepreneurship, it can be
concluded that the philosophy of entrepreneurship is a practical philosophy, which does
not remain unchanged as production, society and the conditions of its life and culture
change. However, due to the fact that the characteristics of the market environment in
which entrepreneurs operate, practically do not change, the foundations of the
philosophy of entrepreneurship remain unchanged.
To date, Kazakhstan's economy should expect a long period during which new
generations of entrepreneurs will master the practical philosophy of entrepreneurship
by trial and error. It will be a long time before we can talk about the current
entrepreneurial culture and ethics, rejecting any ways of dishonest profit-making.
The main thing that Kazakh entrepreneurs lack today is the stability of the state
economic and social policy, the presence of a positive public opinion on
entrepreneurship and the due attention of the state to creating conditions for its
formation and further development.
The philosophy of entrepreneurship today is still a philosophy of survival. In order for it
to become a philosophy of high social responsibility to society, it is necessary to make a
lot of efforts. However, it is already obvious that only domestic entrepreneurs will be
able to provide a way out of the crisis and economic recovery. They will be able to do
the main work on the creation of a market economy in the country and the organization
of efficient production.Entrepreneurship is largely recognized as being the main driver
of today’s economic growth, generating a significant social impact and wellbeing. It has
also emerged as the most potent economic force the world has been experienced
[Kuratko,2005].
In Romania, the entrepreneurial initiatives grew over the years, especially immediately
after the communist system collapsed and the transition to the market economy begun.
From a historical point of view, at the beginning of 2019, Romania reached the pick of
total number of entrepreneurs ever 1,38 million, of which 37,5 % are women. Active
private firms registered in 2012 were 931.788 companies, of which 858.802 small
companies with 0-9 employees, which means a significant percentage of 92%. At EU
level a overwhelmed majority 92,8 % are small and medium sized companies, less than
10 employees. In just five years after, the number of companies is 1.050.797 entities, a
total growth rate of 12,77%. Despite this huge number of registered companies, only
523.955 are active, representing 50%. The number of small companies, 0-9 employees,
is still important 976.377, but their contribution to Romanian GDP is only 52,2%,
compared with EU average of 56,5% according EUROSTAT. The total number of private
entrepreneurs was 287.982 persons in 2016 and 287.982 in 2017, of which 21.277
representing family businesses and 206.705 independent entrepreneurs. The sector of
services was the most representative with 126.426 private entrepreneurs, 43,9 %
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followed closely by the commerce sector 102.401 people, representing 35,5% 2. It seems
that it is a direct connection between entrepreneurship and local/regional development
[Malecki, 1997]; therefore, investing time and energy in supporting entrepreneurial
initiatives is necessary and useful.
Over the past ten years, Kazakhstan has managed to achieve serious success in the
development of entrepreneurship. This can be judged at least by the share of gross value
added of small and medium-sized businesses in the country's GDP – in 2008, this figure fell
short of 11 percent, and last year crossed the threshold of 26 percent. Other facts also
speak about it. Over the past year alone, the number of small and medium-sized
enterprises has increased by more than 10 percent, reaching 1.3 million, and in the first
half of this year, budget replenishment through the activities of small and medium-sized
businesses increased by 16.6 percent.
Such results were achieved thanks to systematic and thoughtful steps that formed the
basis of a series of government support programs. Two initiatives occupy a special place in
it. This is a "business Road map" and the development of the so-called "economy of simple
things", which are able to turn the current stage of economic development of the country
into an era of flourishing entrepreneurship.
The key objectives of the "business Roadmap" are to ensure stable and balanced growth
of regional entrepreneurship, support existing and create new permanent jobs. According
to the Ministry of national economy, over the past four years, the state has supported
more than 13 thousand projects in the sphere of small and medium-sized businesses
under this program. The winner turned out all. The state received about 10 thousand
additional jobs, which directly affects the preservation of social stability in the country, as
well as the ability to annually replenish the Treasury in the amount of 175 billion tenge,
received from small and medium-sized businesses in the form of taxes. Entrepreneurs
have gained confidence in the future, provided with real assistance, which is expressed in
specific measures of financial support. These are, first of all, subsidizing the interest rate
on loans, guaranteeing loans and providing grants. In addition, the state provides
entrepreneurs and non-financial support (training and consulting services), and is engaged
in summing up the missing engineering infrastructure to the objects of their activities. The
decision to extend this program for at least another five years is a strategically important
step for the full economic future of our country, as it will turn small and medium – sized
businesses into a real traction force.
As for the other program mentioned above, which was launched recently, 600 billion
tenge will be allocated to support private businesses in the framework of the development
of the "economy of simple things": 100 billion each for production and processing in the
agricultural sector, 400 billion – for the development of the manufacturing sector and
services. According to the data for the middle of August, announced by the Minister of
industry and new technologies Roman Sklyar, banks have already approved about 150
projects worth 62 billion tenge. 210 more projects worth 275 billion tenge are under
consideration in banks and "Agrarian credit Corporation". And, it should be noted, the
state is constantly improving the mechanisms of this state program. In particular, the
government continues to work on such issues as expanding the list of goods for priority
2
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projects, increasing the term of lending for investment purposes from 7 to 10 years and
the share of lending to replenish working capital from 50 to 100 percent, using the
instrument of refinancing loans for investment purposes with the establishment of criteria
for the selection of projects and counter obligations on the part of borrowers. To achieve
these goals, "roadmaps" for the development of furniture and light industry, as well as the
production of building materials have already been developed and approved.
In the last 15 years, Kazakhstan has been carrying out systematic work to support SMEs.
The task is to make the private sector the leading economy and bring the share of SMEs in
the country's GDP over 50% by 2050.
The importance of small and medium business for the development of the economy is
known and obvious to everyone. First, small business has always been more mobile and
able to work under pressure. He could always afford to reorient quickly if necessary,
thereby reducing his losses.
Secondly, Small and medium-Sized Businesses have always helped the state with the issue
of employment, thereby involving the population in their activities and increasing the level
of social optimism. Due to the global changes taking place in the era of the Fourth
industrial revolution, namely the ever-increasing growth of automation of production, the
need for a constant increase in the number of employees is becoming less and less. This
factor generates a "labor migration" of workers around the world from production to
service. This is confirmed by the fact that the share of Small and medium-Sized Businesses
working in developed countries ranges from 60 to 98%.
However, each medal has a downside. But the disadvantages are the continuation of the
advantages: small businesses, especially startups, traditionally experience great problems
in the availability of credit, the availability of qualified personnel. For the same reason,
unit costs for logistics, marketing, accounting, legal and consulting services are high. A
number of these problems create certain barriers in the development of any kind of Small
and Medium Business.
What is the situation in Kazakhstan with the development of small business today?
According to http://stat.gov.kz, as of November 1, 2018, the number of existing SMEs
compared to the corresponding date of the previous year increased by 6.3% and reached
the figure of 1,227,242. That is, there are about 15 small and medium-Sized Businesses per
100 residents of Kazakhstan.
The leader is traditionally Almaty, where more than 174 thousand small and Medium-sized
Businesses are registered. In second place is the capital of 119 052. But Astana recorded
the largest increase in this area for the year - more than 24%. This is due, among other
things, to the influx of enterprising people to the capital.
Among them, the share of individual entrepreneurs was 65.6%, legal entities of small
business-18.5%, peasant or farm households-15.7%, legal entities of medium business0.2%.
Undoubtedly, an important role in stimulating the development of Small and mediumSized Businesses in Kazakhstan should play digitalization, the role of which is noticeable
now, but it will grow immeasurably in the coming years with the provision of universal
access to high-speed Internet and the development of information and communication
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technologies. This applies to both specific areas (for example, "precision agriculture",
"smart cities") and small businesses in General.
Thus, full automation of state support measures will make them more easily accessible
and significantly reduce corruption risks. For example, the term of service "Subsidizing the
cost of fertilizers (except organic)" will be reduced from five to one day. Only in 2018, the
reduction of the term of obtaining public services will reduce business costs by 1.6 billion
tenge, and by the end of 2022-by 8.4 billion.
In Kazakhstan, entrepreneurial initiatives are still in the early stages of development in
Mangystau region and also in the Caspian Sea region, mainly because of historical and
political heritage of the country/region. The national economic strategy3 «Kazakhstan2050», and the strategic plan for the development of the Republic of Kazakhstan until the
year 2050, “Digital Kazakhstan” encourages entrepreneurial initiatives, mainly because
business opportunities exist in the region. The lack of educated entrepreneurs seems to
be the reason for not having significant growth in the private business sector in this part of
the world. The other Caspian Sea countries experience the same kind of barriers in
developing their private business sector. So, It is an opportunity for Yessenov University to
take the initiative in developing entrepreneurial education and make available in the
Caspian region. The family business sector has a good representation in some Kazakh
industries like trade (37%), construction (13%), industry (13%) and other sectors not
related to the main sectors of the economy (24%). Wholesale and retail trade represents
this year 26.2%, construction (19.9%), services (9.1%). In total, the share of these three
activities is 55.1% of all registered legal entities. The number of operating legal entities of
small and medium-sized enterprises (SMEs) in the Mangystau region is 8.634 units in
2018. The number of employees in SMEs at the beginning of this year amounted to 127
thousand people. The main barriers to overcome are closely related to the lack of
knowledge of entrepreneurs in administrating, consolidating and extending their family
business.
In summary, the statistics illustrate the contribution of entrepreneurial firms to the
Romania/Kazakh market economy by generating innovation that leads to technological
change and productivity growth. Also entrepreneurial firms are an essential mechanism to
those trying to enter the economic mainstream. The market economies are dynamic
entities always in process of “becoming” rather than an established one. Innovation and
creativity are pushing the boundaries in many sectors of today’s economy, and the future
of business is closely related to these two components which are very often to be found in
entrepreneurs’ endeavors.
Entrepreneurship itself is considered a dynamic process of vision, creation and change that
requires energy and passion towards the creation and implementation of new ideas and
creative solutions supporting business ventures.
Being an entrepreneur doesn’t mean just to have a good business idea to be nourished; it
means to have solid knowledge on how to start and to grow a business, and that involved
education.

3

http://www.akorda.kz/en/official_documents/strategies_and_programs
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Successful entrepreneurship is related to personal qualities of entrepreneurs, their skills
and competencies matching the needs of the business itself. The internal success factors
are doubled by external factors such as business environment configuration,
governmental support of youth entrepreneurship and existing legal framework etc.
Essential ingredients for a successful business include the willingness to take calculated
risks, in terms of time, equity, career; the ability to formulate an effective venture team;
the creative skill to marshall needed resources and fundamental skill of building a solid
business[Kuratko &Hodgetts, 2004]. An entrepreneurial perspective can be developed in
individuals, and this perspective can be exhibit in various circumstances: inside or outside
of an organization, in business and nonbusiness activities for the simple purpose of
bringing forth creative ideas. In this sense, entrepreneurship is an integrated concept that
has revolutionized the way business is created and conducted at every level and in every
country.
Educating the prospective entrepreneurs, especially coming from the young generations,
is developing, the number of Higher Education programs in entrepreneurship constantly
grow, and attract numerous students. The impact of entrepreneurship education has been
the subject of research, and the literature in the field grew exponentially. Not only impact
has been studied, most recently, but also the creativity and innovation in entrepreneurial
education seem to become the focus of scholars. Also, researchers are striving to learn
about the entire entrepreneurial process to better understand the driving forces within
entrepreneurs [Bull & Willard, 1993, Bygrave & Hofer, 1991, Gartner, 2001]
“Do university degrees adequately teach value creation?” it is a question that appears in
many debates related to the impact of higher education on society. Unfortunately, too
often, the answer is no. Value creation doesn’t mean creating individual wealth for the HE
graduates; it means empowering the graduates with the know-how to innovate, create
jobs and contribute to long-term economic growth[Gerber,2014]4. And who creates more
value than entrepreneurs? Youth unemployment is one of the principal social and
economic challenges of this decade in Europe and around the world. Long spells of
unemployment can have serious long-term effects for individuals, such as reduced
earnings and social exclusion[Halabisky, 2012]. Young Europeans are the population
segment most attracted by the perspectives offered by the possibility of working on their
own: 45% of the young people aged 15-24 would rather be entrepreneurs, unlike only
37% of those aged 25-39, 36% of those aged 40-54 and 35% of those over 55 years old.
The main reasons why young Europeans would like to start their own business are the
perspective of obtaining a larger income and the autonomy provided by it (”the
freedom of choosing one’s place and moment to work” )[Levaridis et. al, 2016] The
findings of a EU survey on entrepreneurship education in HEIs (in 24 EU-countries, data
collection in July 2015) has shown that over half of European students do not have access
to entrepreneurial education, do not have the opportunity to participate in a curricular or
extracurricular activity that will stimulate their entrepreneurial initiative. Based on their
country of residence, in general, students of the EU -15 have higher access to entrepreneurial
education rather than students of the recent EU member states[Farnell et al. 2015]. Also, the
study results mentioned that integrating entrepreneurship as a key competence into

4
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curricula is widespread, but the delivery of entrepreneurship education takes a wide
variety of forms, often through optional subjects.
At the EU level, youth entrepreneurship is a priority on the political agenda as a means to
prevent youth unemployment and social exclusion and also to stimulate innovation among
young people. Some measure in this direction have been taken:
-

including in the Europe 2020 strategy fostering youth entrepreneurship as one of
the objectives;

-

employment and entrepreneurship were one of the eight fields of action promoted
by the EU Youth Strategy (2010-2018)

-

entrepreneurship is being considered as a key competence in the European
Reference Framework on Key Competencies for Lifelong Learning since 2006.

The political and strategic framework exists, and it is time that higher education
institutions to design dedicated study programs fostering value creation and supporting
youth entrepreneurship with appropriate skills and competencies formation.
Although youth may not seem like a likely group for entrepreneurship because of their
inexperience and lack of finances, they do have an interest in entrepreneurship, and many
of them believe that self-employment is feasible.

1. Entrepreneurship Education – An Overview
Higher Education institutions (HEI) constantly review and update their study programs
striving for the social recognition of their graduates. HE graduates face a dilemma: to look
for a job or to start their own venture. It seems that the second option becomes more
attractive in the past recent years, especially among young people due to supportive
business ecosystems, or governmental incentives. Becoming a successful entrepreneur
requires not only specific personality features and aptitudes but also a solid education on
how to set up and grow a business. Also, young people are facing various barriers to
starting their own business. They arise in the areas of social attitudes, lack of skills,
inadequate entrepreneurship education, lack of work experience, undercapitalization, lack
of networks, and market barriers.
Young people are influenced by their family, teachers as important role models, but they
are not aware of the opportunities of entrepreneurship today. Sometimes the lack of
awareness generates low encouragement for entrepreneurial activities. It is generally
argued that education and training are not doing enough to develop skills and appropriate
attitude towards entrepreneurial developments [Potter, 2008], despite the recent
promising developments in this area.
The major determinants of entrepreneurship and business start-up success are prior work
and experience, but young people typically lack human, financial, and social capital
necessary to set up and grow new business. Also, relative to older individuals, young
people are less likely to have managerial or business experience; therefore they may lack
the skills to run their business.
Entrepreneurs with initial financial resources seem to be more successful, but young
people are disadvantaged because they have low personal savings, or they are not meet
the bank requirements for business loans, such as credit history, past business
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performance, and collateral, which are low in youth-owned firms. So, a lot of barriers
needed to be overcome.
Numerous studies on the relationship between universities and industry have investigated
the economic value of university activity, the contribution of students and staff to the
economic growth, the spillover effect of knowledge and the development in the recent
decades of the entrepreneurship education [Mitra&Manimala,2008]. The results provided
by the Global Entrepreneurship Monitor research project reveal the fact that
entrepreneurship in all parts of the world has small start-ups as the largest component.
The study also witnesses that the entrepreneurial activity doesn’t follow a linear logic, and
it has not been demonstrated a direct link between economic advancement and
entrepreneurial activity. While new ventures are the source of vitality and vigor in the
economy, they are also truly vulnerable and need special assistance from society. But
what form such assistance should take? Is any particular role in education, especially
higher education should play through knowledge transfer and teaching?
Well, the answer to such questions is complex and only one side will be examined in this
paper: the higher education role in building entrepreneurial skills and competencies in
shaping successful entrepreneurs of tomorrow.
In the competitive economy, much of interactions are occurring in the industry, each form
of interaction is generating new opportunities for change. Often this translates into
generating new ventures. Therefore, university-business cooperation is crucial in
entrepreneurship education. Universities should customize their teaching programs not
only by using innovative computer-based teaching/learning methods and tools but also,
establishing structured University-Business cooperation that might enable the universities
to better adapt their courses to the job market requirements[Epure,2017].
What types of courses higher education study programs offer to the undergraduates is
essential for their future career, especially because most of them have no work history or
work experience to rely on and make up for the lack of skills. Education plays a twofold
role in the development of entrepreneurship: to create the right attitude in individuals
and to develop knowledge and skills relevant for entrepreneurship.
Despite the fact that today everyone agrees upon the HEIs important role in
entrepreneurship, only recently, it has been perceived as an instrument of
entrepreneurship promotion.
The first academic program on entrepreneurship was launched at Harvard University in
1945. The Harvard program was designed to stimulate economy, offering returning war
veterans opportunities for self-employment. Since then, many HEIs have recognized that
entrepreneurship courses could be considered as effective tools to stimulate economy
through their graduates who will start up new ventures able to create wealth and provide
employment.
Although, research unveiled some serious mismatches between university learning focus
and entrepreneurs learning needs[Gibb, 1993]
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Tabel 1. University offer versus entrepreneurs learning needs

University/Business School focus

Entrepreneurs learning needs

Critical judgment after analyzing large
amounts of information

Gut-feel decision making with limited
information

Understanding and recalling the
information itself

Understanding the values of those who
transmit/filter information

Assuming commonality of goals

Recognizing the widely varied goals of
different stakeholders

Seeking to verify the absolute truth by
study the information

Making decisions based on judgement of
trust & competence of people

Understanding the basic principles of the
society in the metaphysical sense

Seeking to apply and adjust in practice to
the basic principles of the society

Seeking the correct answer, with enough
time to do it

Developing the most appropriate
solution(often) on the time pressure

Learning in the classroom

Learning by doing

Evaluation through written assessment

Evaluation through the judgement of
people and events through direct feedback

Success in learning by passing the
knowledge-based examinations

Success in learning measured by solving
problems, learning from failures, and
providing useful products to society

(Source: Adapted from Gibb, 1993)

Looking at above-listed mismatches, one can easily understand how the academic
programs on entrepreneurship should look like. Steps have been made in harmonizing the
academic curricula with real-life needs, and successful programs emerged. The impact of
HEIs’ contribution to the establishment of an effective entrepreneurial education cannot
be denied, and the “fruits” of such approach are closely to be harvested.

2. Entrepreneurship education – initiatives worth to be mentioned
In Romania for the past two decades, public and private universities understood the needs
and business schools have been established. Also, structural funds projects have been
implemented, looking especially to develop entrepreneurial skills at the young generation
alongside support start-ups. As an example, Spiru Haret University implemented projects
of over 7.5 mil EUR in 2017, having as main goal entrepreneurship, focusing on building
skills and competencies, supporting startups, simulation of enterprises’ activities,
knowledge transfer, and encouraging women entrepreneurship. Two samples of Spiru
Haret University’s successful projects being SMART and PROFIT.
SMART Entrepreneurs is a project of 12.422.457,40 RON (2.760.546 EUR), addressing
more than 350 individuals of which 50% women. The project consists in delivering courses
for entrepreneurial competencies formation, 60 hours of which 30 hours of practical
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training. Also, it was organized a competition of business plans, being supported 40
business initiatives with 40.000 EUR per winning business plans, which will become a real
firm providing a minimum of two jobs.
PROFIT is a project of 8.722.301,38 RON (1.938.289 EUR) supporting 336 individuals to
acquire knowledge in starting and growing their own business, offering support of 36.000
EUR each business plan for a total of 36 winning business plans. Each new venture
supported with such amount needs to create at least two jobs and to resist the market
competition.
Kazakh Higher Education experience nowadays the effervescence of new initiatives in
academic education supporting entrepreneurship. In the academic years 2019-2020,
Yessenov University launched MBA and EMBA courses being very successful in attracting
local and regional students. Also, in 2018, Yessenov University have created the Caspian
Entrepreneurship Center aiming at becoming a regional hub of entrepreneurship
education. The center aims to help rural entrepreneurs and local business people to
overcome their segregation and integrate into regional economies in ways that increase
their rights and influence over various kinds of business. The Center’s mission is:
 to develop, protect and provide a safer business environment, nourishing ideas and
strengthening the planning capabilities of the Entrepreneurs;
 to contribute to improving existing business by raising technology awareness through
education and prevention;
 design community-based projects and programs that will allow the development of
new products, entering new markets, bringing innovative ideas to life and promoting
the benefits of new e-business.
Some of the relevant to-be-mentioned activities of the Caspian Entrepreneurship
Center are:
- Annual competition startup projects «The best startup of YU» in the framework of the
forum Yessenov readings
http://yu.edu.kz/en/announcement/yessenov-university-zdik-startap-zhobasyi-bay-auyi/

- Motivational startup training for students and teachers, October 4, 2018
https://www.instagram.com/p/BogMXoPgVuI/
-

ICT training for young entrepreneurs, 27 December 2018
https://www.instagram.com/p/Bhbr_-oj1-B/

- «Entrepreneurship by the requirements of the new economy» seminar organized for
University teachers, September-December, 2018. In this course each class was
conducted by professional business coaches and local entrepreneurs and at the end of
the course more than 40 teachers were awarded certificates for successful completion
of the course.
- Mini class- Marketing-April 2019
- Award ceremony «Young entrepreneur 2019» for young people (age group from 14 to
22 years). This competition was attended by more than 100 projects from schools and
colleges of the Mangystau region, and as a result of 12 projects received grants and
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discounts for training at the university and after the competition wishing to participate
became very much in the future we want to hold this competition traditionally.
(http://yu.edu.kz/en/portfolio/konkurs-yu-meni-ta-dauyim/)
https://www.instagram.com/p/BwgYkVpnoWL/

Conclusion
Higher Education should play an important role in entrepreneurship education, especially
in designing educational programs able not only to transfer knowledge but mostly to build
entrepreneurship skills and competencies to young people. University business
cooperation is essential in designing the curricula of the entrepreneurship programs,
knowing that learning focus is different. Initiatives in developing entrepreneurship
education emerged, both countries Romania and Kazakhstan witnessing similar barriers
and investing a lot of energy and resources in supporting youth entrepreneurship. Some
good practice examples have been presented, but they are not enough to make the
difference. Cooperation between universities, staff mobility and exchange of good
practices and cooperation in developing common projects would be beneficial for both.
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Abstract: Social media is one of the new forms of communication with the public
and their use has been extended to a political level. Their features, such as the
ability to create dialogue, quick personalized contact, and better targeting have
made them one of the main channels of communication for political and non
political promotion purposes. Nowadays, their increasingly important role in
elections is more than evident. On the one hand, political behavior is largely related
to the influence of communication to refer to the exchange of messages between
individuals or groups for the purpose of information transfer and mutual influence.
On the other hand, at political level, political groups or candidates seek ways to
communicate as effectively as possible with the public in order to cope with intense
competition. In this context, social media tools are used in order to transmit
information to the voters. In addition, in Greece, the influence of social media on
political participation and political behavior has not been extensively researched.
For this reason, this paper examines the influence of social media on political
participation and behavior, using a questionnaire for the electoral period from 5th
May until 5th June . The results shows that the interest of users of social media in
politics is modest, despite the fact that politics are quite important to them, as well
as the influence of promotional messages on users can be described as above
average. Respondents believing that political promotional messages placed on
social media can shape political reality..
Keywords: Social Media, Political Participation, Greek Elections.
JEL classification: M31

Introduction
Democracy and democratic processes are directly dependent on citizens who evaluate
candidates' qualifications and their political proposals effectively. The media participates
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in this process by reporting the differences between the candidates, and providing
information as an observer of the events. Despite the important role of news media that
connect citizens with politics, their media influence cannot be accurately quantified as a
size (Esser & Pfetsch, 2013). In the past, several researchers have questioned whether the
media is influencing political behavior (McNair, 2017). As an extension of this debate to
the present day, the influence of social media, which redefines the dynamic of seeking,
receiving and receiving political information, is examined.
Generally, marketing is widely used by businesses in every industry to make products or
services known to the general public as well as trying to convince them of the uniqueness
and benefits of each product or service. Political marketing is not much different from the
aforementioned approach and use of marketing in businesses. Social media represents the
latest addition to the evolution of the media and information transfer. The media can also
highlight specific aspects of the news in detail, shaping positive or negative attitudes
(McNair, 2017), as well as influencing how the public evaluates political developments by
reporting specific data in citing developments (Enli & Skogerbo, 2013). However, the
advent of the Internet has separated the media environment and evolved ways of
providing information. The proliferation of choices enables the public to receive their own
news from ideologically consistent sources that reflect pre-existing public behavior
(Stroud, 2011). Public entertainment choices have also multiplied, further restricting
media accessibility for political reasons, as the majority of the public prefers
entertainment over political information (Arceneaux & Johnson, 2013). In this context, the
present study examines the influence of social media on political participation,
mobilization or empowerment of political interest but also on the contribution of social
networks to the political process.

1. Literature Review
1.1. Political Marketing
Political marketing is not the same as political communication, although political
marketing cannot exist without communication processes. Marketing strategies include
techniques such as research, voter segmentation, and direct or indirect message display.
The use of marketing strategies is based on understanding what the customer needs and
wants, in this case the voter (Stromback, 2011). Today, politicians use marketing to
understand voters and adjust their behavior accordingly (Lees-Marshment, 2009).
However, it is argued that it is important for politicians to treat voters not only as
consumers but also as citizens (Lees-Marshment, 2009). The main objective of political
marketing is to meet the needs of voters and what they want (Lees-Marshment, 2009).
The factors that influence political marketing are the political system of each country that
shapes the way that political marketing is implemented, the political environment with all
the possible links within it, and finally the media where politicians communicate with the
public (Stromback, 2011). Web sites and social media offer additional opportunities to
promote political views. On these platforms it is possible to reach out to voters who have
not yet decided, while mobilizing supporters of the candidate or party in question,
although usually the citizen has to seek and pay attention to the information. In political
marketing it is also important to determine what the goal is, whether the target is a solid
supporter or voters who are unsure of what to support.
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Political behavior is largely related to the production of influence and the "imposition" of
power by the political system (Shachar, 2009). Communication on the other hand refers to
the exchange of messages between individuals or groups for the purpose of transferring
information and mutual influence. Therefore, by combining the above definitions, we
conclude that political communication refers to the strategic planning of communication
with the main purpose of shaping specific attitudes from the public (Shachar, 2009). More
specifically, political marketing involves the use of images, text and symbols of each
ideology or party to promote and promote the party or its candidates. Still, according to
Marland and Giasson (2013), political marketing not only involves political advertising
through the transmission of political messages but follows all those steps-steps that are
followed for a product such as identifying and placing it on the market. in relation to
competition. Other academic sources such as Henneberg's and O'Shaughnessy's (2009)
research include political marketing in addition to party communication through the
media and communication with potential sources of funding such as sponsors and
potential partners. businesses. On the contrary, Shachar (2009) approaches political
marketing as the process of marketing research and environmental analysis in order to
record the needs of the common target and to achieve their coverage in return for their
vote. According to Moufahim and Lim (2009), political marketing seeks to address the
concerns and objections of citizens through the strategic planning of a political campaign
in order to make the desired decision. Finally, as Smith and Speed (2011) point out, there
can be no commonly accepted definition of political marketing, and this is because of the
diversity of political science.
1.2. Social Media and Politics
Technological developments and the introduction of new technologies and forms of
communication in many areas over the last decade have shaped a new class of things that
every group or individual must follow in order to communicate and transmit information
online. Social media is one of the new forms of communication with the public and of
course their use has also expanded to the political level. Their features such as the ability
to create dialogue, fast personalized contact and the best possible targeting of the
common target have made them one of the main channels of communication for political
and advertising purposes to influence public opinion and voters, and gaining supporters
(Yousif & ALsamydai, 2012). These changes and the opportunities offered by social media
have helped to develop the media so that citizens with common interests can connect,
interact through discussion, and convey ideas and information in order to achieve their
personal goals (Shirky, 2011).
Today, digital technology is an increasingly important tool for the political campaign of
candidates and parties. As politicians and political parties increase the use of social media
to provide political information, the ability of citizens to use this medium for political
participation is increasing. Political parties use the Internet for political campaigns,
regardless of their size (De Ronde, 2010). The websites give the parties the opportunity to
communicate directly with their supporters and the general public and to provide
information on political actors and their current affairs. In addition, political parties' use of
the Internet has evolved significantly in recent years through the use of multimedia and
the exploitation of site features. Although the use of social media is not aimed solely at
young voters, much of the young public is only informed by them. The overall objective is
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to make it easier or more attractive for young people to get in touch with politicians /
political parties, eliminating obstacles to their participation in politics. The emphasis is on
the nature of communication and not on content. One of the first examples of using social
media in politics is the 2008 US presidential election where candidates using social media
had the opportunity to interact with voters in a completely different way than in the past
(Vitak et al., 2011). Social media, such as YouTube and Facebook, have provided a highly
visible environment for interacting with voters and promoting policies. In addition, these
social networking sites allowed users to interact with each other on political issues, with
65% of users between the ages of 18 and 29 dealing with at least one of the five political
candidates during the election campaign, including participation in a political group or
finding information about a candidate (Smith, 2009). Similarly, Effing, Hillegersberg, and
Huibers (2011) found that politicians with greater involvement in social media received
more votes in the Dutch national elections. In particular, a significant positive correlation
was found between the use of social media and the number of votes in nine of the 16
parties. Therefore, provided that the candidates' use of social media is well designed, it
has the potential to significantly increase their exposure, especially to younger audiences.
Subsequently, several research efforts have examined the association of social media and
the Internet with political participation. Norris (2003) examined the relationship between
the Internet and politics, examining how the online presence of political parties influenced
democratic processes in Europe. The results showed that in the case of some European
parties, political sites were used to disseminate information, but also as platforms where
discussions between citizens and party candidates could take place. However, only a small
percentage of internet users actually visited these sites. Overall, the findings have shown
that access to interactive political sites does not necessarily lead to increased levels of
political participation. Instead, the benefit of these sites is that they give citizens already
involved the opportunity to learn more and participate more directly in political discourse.
Gurau and Ayadi (2011) presented similar findings when examining the communication
strategies of the two main candidates during the 2007 French presidential elections. In the
context of discussions and emails, candidates only communicated with a small percentage
of the population using these methods (eg only 13% of French people participated in an
online political forum). The Internet has proved to be a useful political tool for some
citizens, but it has not encouraged a large number of people to participate in the
electronic political process.
1.3. Social Media and Political Participation
The fact is that at the political level, politicians and political parties are increasingly using
social media to reach out to the public. According to Enli and Skogerbo (2013), politicians
in Norway report that they use social media for democratic dialogue but in fact do so to a
small extent.
Particular attention has been paid to the use of Facebook by politicians, with several
research efforts being carried out in various countries, mainly during the elections. The
results of these surveys have shown that Facebook users who are politically connected
and exposed to political information are more likely to engage in political activities (Tang
& Lee, 2013; Mahmood, Bhutta & Ul Haq, 2018). Subsequently, a positive relationship has
been found between the use of Facebook for political purposes and participation policy
(Vitak et al., 2011; Mahmood, Bhutta, & Ul Haq, 2018). In addition, another study found
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that there was a positive relationship between the intensity of engagement with individual
Facebook groups and the levels of citizen participation (Valenzuela, Park & Kee, 2009).
Furthermore, in a study comparing Facebook with other social media, Facebook users
were found to be more politically informed than users of other media (Pasek, More &
Romer, 2009). According to these results, Facebook can be transformed into a highly
political platform, with its influence on political participation being an important research
topic.
In particular, it is important to consider how politicians use Facebook and social media and
not just whether they have profiles or not, as maintaining a profile does not mean
engaging the public at the same time (Bortree & Seltzer, 2009; Bond et al. al., 2017). Still,
it is likely that factors that have prevented political leaders from communicating directly
with citizens online in the past may influence how they use Facebook and social media
today (Bond et al., 2017). Politicians may not know how to use the media properly, they
may be skeptical of the dangers that may accompany it, or they might just use Facebook
to share entertainment information instead of taking advantage of opportunities to
interact with citizens. In addition, even if politicians use Facebook and social media to
interact with citizens on a regular basis, this may not increase political participation and
depend on the means and manner / tone of communication (Bond et al., 2017). Therefore,
different social media can have different influence on political participation, with
variations depending on the mode of communication.

2. Research Methodology
This primary research is characterized as quantitative and is carried out using a
questionnaire, a tool common to similar research efforts (De Vaous, 2007). The overall
objective of the research is to investigate the impact of social media on the political
participation of Greek citizens. Based on the purpose of the research, the research design
focused on seven key research questions:
1. What is the public's view of promotional political messages through social media?
2. How do people view the credibility of promotional political messages through
social media?
3. How do citizens view the impact of promotional political messages through social
media on their readers' political views?
4. How do citizens view the impact of promotional political messages through social
media on their readers' political choices?
2.1. Data Collection Tool
In the present study, the questionnaire was selected as the research data collection tool.
The questionnaire was based on the study by Yousif and ALsamydai (2012) on the
influence of political promotional messages through social media on citizens' political
beliefs. Specifically, the original questionnaire was in Greek (Appendix) and compared to
the research of Yousif and ALsamydai (2012) questions were added regarding the general
preferences and behavior of users to make a more holistic description of the research
object. Finally, the questionnaire contains 2 sections with the first addressing user
behavior on social media, followed by questions about political participation. Respondents
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are measured on several scales. The scales used are categorical as well as 5-point Likerttype scales (where 1 = Not at all, 5 = Very often). The questionnaire selected for
conducting and collecting the primary data survey data was tested for its apparent
reliability with the results demonstrating high reliability of the questionnaire.
Reliability analysis
Cronbach's Alpha N of Items
Political interest
.741
2
Impact on political situation
.738
3
Beliefs about promotional messages
.814
5
Reliability
.490
1
Impact on political beliefs
.489
1
Impact on political choices
.704
3
2.2. Sampling and data analysis
The target population in the present study was social media users and the sample of the
survey was a convenience sample of 306 people. The convenience sample refers to the
selection of respondents based on their ease of access to the researcher (Bryman & Bell,
2015), and was selected for the fastest and most economical collection of the sample as
quickly as possible and based on the availability of the largest sample possible. . Therefore,
it was the characteristics of the present research effort that essentially defined the way
the sample was collected, with the respondents choosing to be on the basis of ease of
access to the sample and to be characterized as convenience sampling. The data analysis
of the raw data research was performed using SPSS 23.0 statistical analysis program.
Frequency tables and bar charts were used to analyze the data and present the results.

3. Data Analysis
Table 1 and Figure 1 show that political messages on social media are rated higher for
their impact on political situation (M = 3.15, SD = .863) following by a raise on political
interest (M = 2.99, SD = .837) and an influence on beliefs about promotional messages (M
= 2.79, SD = .675). On the contrary, political messages on social media are rated lower for
their impact on political beliefs (M = 2.03, SD = 1.22).
Table 1: : Impact of political messages on social media

Reliability
Impact on political beliefs
Political interest
Impact on political situation
Beliefs about promotional
messages
Impact on political choices

N
303
303
303
303
303

Minimum Maximum
1.00
5.00
1.00
5.00
1.00
5.00
1.00
5.00

303
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Mean

Std.
Deviation

2.6304
2.0396
2.9967
3.1562

1.35025
1.22004
.83784
.86325

1.00

4.40

2.7927

.67599

1.00

5.00

2.5721

1.28609

Figure 1: Impact of political messages on social media

Additionally, as can be seen from the Pearson parametric test (Table 2), statistically
significant correlations were found between “political interest” and “influence on the
political situation” (r = .452, p <0.01). Therefore, the higher the political interest of
citizens, the higher they believe that the political situation is influenced by social media.
Moreover, “influence of political situation” and “beliefs on promotional messages”
present a positive correlation (r = .368, p <0.05). Therefore, the more positive the view of
political promotional messages on social media, the higher the influence of the political
situation on social media. The “influence of political situation” and “reliability” of political
messages on social media present also a positive correlation (r = .224, p <0.05). Therefore,
the higher the credibility of political messages on social media is considered, the higher
the influence of the political situation on social media. Finally, “influence on political
views” and “influence on political choices (r = .352, p <0.05) have a positive relationship.
Therefore, the greater the influence of social media on political considerations, the higher
the influence on political choices.
Table 2: Correlations
1
2
3
4
5
6
**
1.
Political interest
1 .452
.202 -.091 -.059 -.084
2.
Impact on political situation
1 .368* .224* -.045 -.106
3.
Beliefs about promotional messages
1 -.032 -.094 -.085
4.
Reliability
1 -.103 .069
5.
Impact on political beliefs
1 .352**
6.
Impact on political choices
1
**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
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Conclusion
The current research lead on important findings regarding the influence of social media on
political participation in the Greek political scene. Overall, the findings showed that almost
all participants had a Facebook account, with YouTube and Instagram following.
Subsequently, most of the sample devotes one to two hours, with one third spending
more than three hours a day on social media. The majority of respondents contact social
media with close friends and friends regarding the reasons for using Social Media, most of
the sample uses them to keep in touch with friends / family and then for information.
Then it was mentioned that the means by which political messages can be better
promoted are television and social media and events.
Subsequently, the results have shown that the social media users' interest in politics is
moderate although the policy is quite important to them. This result can be said to be
expected if we consider that the majority of the public consists of citizens who are not
actively involved in politics but are nevertheless interested in political developments in the
country. As to whether political promotional messages on social media are affecting their
users, influence may be moderately influenced by respondents believing that political
promotional messages placed on social media can shape political reality. This result is in
agreement with several previous research efforts such as those of Yousif and ALsamydai
(2012), Vitak et al. (2011) and Weeks et al. (2017).
In terms of people's view of promotional political messages through social media, it can be
described as moderate, with respondents reporting that they have received political
promotional messages on social media from election candidates. Therefore, like any other
promotional message, political promotional messages are not very desirable by users.
Furthermore, the credibility of political promotional messages on social media is
considered as low as the influence of political promotional messages on social media in
the respondents' views. Subsequently, the influence of promotional political messages
through social media on their readers' political choices was rated as low while
respondents believe that political promotional messages on their social media influenced
the final selection of candidates. Therefore, the effectiveness of promotional policy
messages on social media is considered to be low.
In conclusion, social media influences political participation and the political views and
decisions of citizens, with this influence being perceived as low by users of social media.
However, further research is needed to cross-check the results but also to export new
results in an election period when political promotional messages are more frequent..
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Introduction
As the Internet evolves, managers of the companies or simply people are asking
themselves what will be the impact of the convergence of the current IoT infrastructure
with blockchain and artificial intelligence?
Today, we have been living in the digital era of the internet, that is evolving with each
passing day and with the advancement in technology. The inhibiting issues of the modern
age internet have been liberated with the amalgamation of Blockchain, AI and IoT.
New technologies are always ready to appear and company managers cannot keep up
with these. The latest addition to the list of technologies is blockchain. Most of the
managers are perplexed by blockchain and cryptocurrencies. Most of them just pretend to
understand what it really is.
The Internet is evolving beyond its technical infrastructure. As we move towards creating
an integrated cyberspace, aquatic, geospatial and spatial (CAGS) internet of all ecosystems
(IoE) that benefit from rapid tracking technology, paradigm shifts in application trends and
convergence beyond blockchain and artificial intelligence , raises more questions than
answers.
The reason behind this is that the existing and developing technologies that created the
Internet of Things (IoT) do not change only the Internet, but instead change the very
things connected to the Internet: devices, sensors and gateways on the Internet on the
edge of the distributed network that can request a service or can initiate an action without
human intervention.
As a result, the evolution of the Internet is happening on several levels, given that artificial
intelligence (AI) can now retrieve petabytes of data from a distributed network and extract
meaningful information from it. Moreover, blockchains and other distributed technologies
enable automated, intelligent, automated networks (M2M), which could form intelligent
systems at all levels for nations: its government, industries, organizations and the
academic environment (NGIOA). As a result, IoT is about not only defining, designing and
developing intelligent systems at all levels, making them connected, smart, efficient and
accessible, but also changing the foundation and fabric of the Internet.
From centralized to decentralized, public to private, automated to autonomous, intranet
to the Internet - when each new application and evolving system brings different
technological and security infrastructure - it brings new risks and rewards. As a result, it
creates complex challenges for securing the IoT ecosystem, but also for performing daily
tasks, such as detecting, processing, storing information, communicating, analyzing, and
taking timely measures for which no nation seems ready.
That brings us to an important question: Would the emerging convergence of the current
IoT infrastructure with blockchain and artificial intelligence bring much-needed security to
the changing internet?
1.The Emerging IoT Ecosystem. In the coming years, from the Internet of Things to the
Internet of Nano Things (IoNT) and the Internet of Everything (IoE), there will be billions
of connections on CAGS. When physical objects in geospatial space, aquatic space, and
space become embedded with sensors and gain the ability to communicate in cyberspace,
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newly emerging information and communication networks will fundamentally change the
CAGS paradigm.
The very concept of IoE is that machines, objects, sensors, humans and more can be
provided with unique identifiers and the ability to transfer data through a centralized
network to a decentralized network. This transfer would take place with or without
human-human or human-computer interaction, requiring not only new technological and
non-technological capabilities, but also the convergence of blockchain and AI / ML.
As the IoE ecosystem materializes on the background of the absence of global standards, it
will be interesting to see what is possible with the evolving technological infrastructure at
the national level.
2.Static Sensors in Autonomous Cars. The connection of static sensors and intelligent
machines brings together IoT. While static sensors can measure and collect data, the real
value that IoT brings is, perhaps, at the intersection of data collection, communicating
information and extracting real-time information for timely actions. Data collected by
sensors across the CAGS is of little value if there is no information infrastructure to analyze
and respond to real-time data.
As a result, the IoT ecosystem is evolving rapidly. Technologies that allow data collection,
remote monitoring and device control are about to become a network of autonomous
machines that can interact with each other and with their environment and make
intelligent decisions with or without human intervention. This will fundamentally change
the fabric and foundation of the internet.
3.Towards Blockchain-IoT-AI Convergence Model. As the architecture of the current IoT
ecosystem is based on a centralized model known as the server / client model in which all
devices are identified, authenticated and connected via cloud servers that support colossal
processing and storage capabilities, it appears that the server / server farms can be costly
and also make IoT networks vulnerable to cyber attacks. As applications emerge for
sensitive tasks and critical infrastructure, this can have an impact on evolving IoT
ecosystems.
This brings us to a vital point of analysis: should decentralization be part of the IoT
equation? The Internet of things or devices that talk to each other are by nature,
distributed. Therefore, it is only reasonable for descriptive, distributed technology, such as
blockchain, to play a pivotal role in how devices will communicate directly with each other
or with human decision makers. Now, since all IoT devices will need to be tagged, the way
the traces of IoT devices and what they interact with will also need to be documented
because it will undoubtedly play a definitive role beyond the internet. Of course, the
security paradigm is changing.
Now, blockchain technology will allow the creation of secure mesh networks, where IoT
devices will be able to connect reliably, while avoiding cyber threats. With each
authenticated node registered and registered on the blockchain, network IoT devices will
be able to identify and authenticate each other, without the need for authorization or
human authority. As a result, the authentication network will be scalable to support
billions of devices without the need for additional human resources.
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Using blockchain for IoT data offers new ways to automate processes at all levels, without
configuring expensive and expensive centralized authentication and storage technology
infrastructure. It is believed to be a key solution for networks where there is an increasing
computing power at the edge: in sensors, devices and other distributed devices. This
brings us to an important question: is blockchain technology the missing link to solve the
security, confidentiality and reliability issues of the developing ecosystem of the Internet?
Because the generation, storage, analysis and communication of data, information and
intelligence are fundamental to the IoT ecosystem, and it is necessary to protect data
throughout its life cycle. The question then is: how will data security be addressed? Do we
have an effective technological solution? What's next?
The Internet of Things, blockchain and artificial intelligence are some of the major factors
in the changing internet ecosystem. While the convergence of the Internet of Things with
blockchain and artificial intelligence holds great promise and even changes the fabric of
internet infrastructure, protocols and processes, geopolitical changes and complex
security challenges need to be identified, understood and addressed before these
converging systems become large-scale adopted.
And now we want to make a brief presentation of each technology in part, for a better
understanding of what is next to come.
4.Blockchain is a technology that has taken the business world by storm. Blockchain data
is meant to be resistant to modification and secure as a record of transaction. The
intricacies of the technology itself may be hard to grasp even for technology enthusiasts,
but the growing popularity and prevalence of the technology is clear for all to see.
Blockchain technologies can be used as public means of transactions as well as private
ledgers for inter-company transactions and record keeping. Worldwide spending on
blockchain solutions is expected to grow from 1.5 billion in 2018 to an estimated 11.7
billion by 2022. Managers of the companies in nearly every industry are rushing to take
advantage of the perceived benefits of the blockchain phenomenon and many are seeking
to adopt their own private versions of blockchain and cryptocurrency. The financial sector
accounts for over 60 percent of the market value of blockchain worldwide in 2018, but the
technology has spread to nearly every industry from healthcare to agriculture.(Source:
Christo Petrov, Blockchain Statistics: Understand Blockchain in 2019, Statista,
https://www.statista.com/topics/5122/blockchain/)
Blockchain General Facts and Statistics shows that it started back in 2008 and moved on to
become a global phenomenon. There are now over 25 million bitcoin wallets around the
world. New cryptocurrencies are coming up every month. We could say that the age of
cryptofinance has begun.
Blockchain Statistics were made, among which, the most important refer to:
1. 90% of European and North American banks were exploring blockchain in 2018
2. The global blockchain technology market is estimated to accumulate $20 billion in
revenue by 2024
3. Blockchain can reduce 30% of banks’ infrastructure costs
4. Financial companies can save up to $12 billion a year from using blockchain
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5. More than 90% of people engaging in Bitcoin are men
6. FBI owns 1.5% of the world’s total bitcoins
7. 55% of healthcare applications will have adopted blockchain for commercial
deployment by 2025
8. The financial sector has spent a total of $552M on blockchain in 2018(Source:
Techjury, https://techjury.net/stats-about/blockchain/)
Developing their own cryptocurrencies can be highly beneficial even for governments.
Cryptocurrencies are nowhere nearly as expensive as physical money to issue, they are
safer than credit cards, and they have significantly less impact on the environment. The
cost of issuing cryptocurrencies is strictly related to the blockchain mining process, as we
need electricity and hardware to do so. There are no printing costs, which goes in their
favor over cash. The environmental impact that cryptocurrencies have is neglectable
compared to cash, as there are no trees being cut down, or harmful chemicals and dyes
used.
15 countries are currently considering implementing cryptocurrencies, and the list consists
of some of the world’s economic leaders such as the US, Saudi Arabia, the UK, Japan, and
most of the EU. (Source: Medium;https://medium.com/@ActualGroup/crypto-regulationaround-the-world-may-2018-8d859bf831fd)
Business devices or common household, vehicles and other devices we use on a daily basis
and in our business can be connected through the Internet of Things (IoT) in order to make
people’s lives easier. Of course, the connection will utilize blockchain technology.With
numerous companies like IBM investing in IoT, the industry behind these devices is
expected to be worth more than 50 billion dollars by 2020. (Source: The Motley Fool,
https://www.fool.com/investing/2017/03/18/what-is-the-internet-of-things.aspx)
Blockchain adoption statistics show that half a percent of the human population is
currently using blockchain technology, or somewhere around 40 million people. According
to even the most conservative estimates, this number is expected to quadruple in 5 years,
and in 10 years, 80% of the population will be involved with the blockchain technology in
some form. (Source: Edureka, https://www.edureka.co/blog/top-10-reasons-to-learnblockchain/)
Ripple is a company based in San Francisco and it is one of the biggest winners in the
blockchain technology that is cryptocurrency investing. The founders of Ripple created a
coin named XRP which quickly gained traction and earned this company more than 30
billion dollars in a matter of months. (Source: The New York Times,
https://www.nytimes.com/2018/07/01/technology/cryptocurrency-ripple.html)
Blockchain market and revenue. Blockchain will probably disrupt many industries.
Financial companies alone can save up to $12 billion a year from using the technology. The
global blockchain technology market is estimated to accumulate 20 billion dollars in
revenue by the year 2024, as evident by blockchain growth statistics. The revenue
blockchain achieved in 2015 was just over 315 million dollars; therefore a significant
increase in the use and revenue of blockchain is expected in the years ahead. (Source:
Cision, https://www.prnewswire.com/news-releases/blockchain-technology-market-togain-revenue-worth-us20-bn-by-2024---tmr-686428221.html).The US has been the biggest
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spender when it comes to blockchain ever since the technology became mainstream. The
country is projected to reach 4.2 billion dollars in blockchain spending by the year 2020.
(Source: Statista, https://www.statista.com/statistics/800561/worldwide-blockchainsolutions-spending-by-region/)
With every major industry investing in blockchain technologies, current estimates show
that the business value add of blockchain will be worth more than 360 billion dollars, in
just 8 years from now. By the year 2030, the business value is projected to go over the 3
trillion dollar mark, setting blockchain to be one of the most lucrative industries. (Source:
ITWeb, https://www.itweb.co.za/content/KzQenvj8gGYMZd2r)
Managers from important industries know that in addition to bringing an immense
increase in the security of transactions, blockchain technology can also save billions of
dollars to industries by cutting the costs of data transfer and storage.The financial sector
could have an astonishingly high blockchain ROI and save up to 12 billion dollars every
year by switching their transfer and storage needs to blockchain. (Source: Sipotra,
https://www.sipotra.it/wp-content/uploads/2018/07/The-Impact-of-BlockchainTechnology-on-Finance-A-Catalyst-for-Change.pdf)
Banks around the world spend more than two-thirds of their IT budgets in order to
support outdated methods of data storage. What is concerning is that those outdated
methods of storage hold personal information about the clients, as well as numerous
other pieces of sensitive data, and they are not even close to being secure.Blockchain
offers a way to store sensitive data safely, with encryption and millions of storage points,
none of which contain one full name or an account number. In addition to providing
security, blockchain can offer a reduction in upkeep costs by up to 30%, or 12 billion
dollars, as mentioned previously. (Source: CoinJournal, https://coinjournal.net/accentureblockchain-reduce-banks-infrastructure-costs/)
Most of the business leaders, or 71% of them to be exact, who are already using
blockchain technology think it plays a key role in driving their progress. Technological
advances in the logistics and shipping industry would be significantly slower without
blockchain, and this especially applies to ocean shipping. (Source: SAP,
https://d.dam.sap.com/m/LpWBZjP/58066_OT_58066_enUS.pdf)
Blockchain statistics show us that the private sector isn’t the only one that sees the
potential in blockchain. 90% of government agencies and organizations also plan on
investing in blockchain, and they plan to do so this year. Apart from reducing the time and
risk of enforcing regulatory compliance, blockchain-based technologies can help
government organizations increase their transparency and establish clear audit trails.
(Source: BTCManager, https://btcmanager.com/ibm-study-90-percent-of-governments-toinvest-in-blockchain-by-2018/)
Companies that provide financial services, media, transportation, and consumer products,
as well as those providing basic needs such as health care, are all expected to start
incorporating blockchain technology into their daily business. With all of them ditching the
old ways and moving their transaction and record storage keeping needs to the new
technology, experts reckon that this tech’s global market size is definitely going to
increase
in
value.
(Source:
Cision,
https://www.prnewswire.com/news74

releases/blockchain-technology-market-size-worth-759-billion-by-2024-grand-viewresearch-inc-686015581.html)
Blockchain is a technology that is still considered to be in its infant stage. Numerous
companies shifting their payment needs from standard cash options to cryptocurrencies,
accompanied by multiple industries moving their transaction needs to blockchain, are
both factors in the estimation that its global market is going to skyrocket in 2024. The
blockchain market size will be impressive in the years to come. (Source: Forbes,
https://www.forbes.com/sites/andrewrossow/2018/07/10/top-10-new-blockchaincompanies-to-watch-for-in-2018/#209712ab5600)
Storing their information and info about money transfers in the safest way possible is
what every company manager dealing with these types of data is willing to pay millions
for. Blockchain offers that safety and much more, leading to companies worldwide
spending over 2 billion dollars in 2018 on blockchain solutions. Globally present banks, for
comparison, earn much more than that, but their transfers are unsafe and open to
interruptions and manipulations. This is the reason why blockchain is inevitably going to
catch up with their revenue, in just a few years. (Source: The New York Times,
https://www.nytimes.com/2018/06/27/business/dealbook/blockchains-guideinformation.html)
Blockchain is the technology of the future that everyone wants to, and should, get into.
Supported by the fact that 90% of European and North American banks are currently
exploring how blockchain affects their business, this argument becomes stronger every
day.
(Source:
Law
Technology
Today,
https://www.lawtechnologytoday.org/2018/02/blockchain-and-how-it-will-benefit-thelegal-industry/)
We have already established that most companies are planning to move their transactions
to blockchain. In case you’re wondering which companies are exploring this option, here is
a list of the largest ones: JPMorgan, Berkshire Hathaway, Bank of America, Wells Fargo,
Apple, Microsoft, Alphabet, Walmart, Bank of China, Agricultural Bank of China Limited,
Industrial and Commercial Bank of China, China Construction Bank Corporation, and so
on.(Source: Forbes, https://www.forbes.com/sites/michaeldelcastillo/2018/06/06/the-10largest-companies-exploring-blockchain/#665fbb651343)
From the beginning, we need to understand what Blockchain means, what are the benefits
of it, but also what to expect in the future from it. Blockchain has a synonym with
technology evolution and how it has impacted industries from healthcare to supply chain
to retail by adding a layer of security and transparency into their processes. It has been
one of the most loved technologies in recent times for entrepreneurs.
The major advantages that the company managers look through Blockchain are:
immutability, decentralized database, distributed ledger, transparency, data security &
privacy
The challenges in the existing Blockchain model can consist of: performance,
interoperability, complexity and cost, legal implications and regulations.
As a conclusion about blockchain technology, we can say that the challenges imposed by
blockchain could not be radiated for future implications and it has been said that it could
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be resolved with the convergence model of Blockchain, IoT and AI as mixing the
capabilities of these radiating technologies could improvise the state of blockchain for
better.
We made a research and the statistical data about artificial intelligence /AI shows the
following important facts, as discussed below.
5.Now let’s understand the Artificial Intelligence/AI model features and challenges.
Artificial Intelligence(AI) or Machine Intelligence(MI) is the technology that makes
machines smart enough to mimic human intelligence and perform tasks on their own. This
cognitive ability to perform tasks on their own has impressive features that have brought a
paradigm shift in the business world – making company managers understand why
investing in Artificial Intelligence is the need of the hour.
Key features of Artificial Intelligence are: better data management, personalization, future
prediction, error deduction, real-time assistance and data mining.
There have been challenges that AI has been facing and the impact could be seen in the
larger picture when businesses collaborate standalone with AI. Let’s discuss the challenges
faced by AI: lack of computing power, lack of people power, building trust and one-track
minds.
These challenges possess a threat for business models integrating the power of AI alone in
the long run. So, what should be the business solution for this problem in the long run?
The convergence of Blockchain and AI would serve the purpose?

Figure 1:Techologicaal Disruption

There have been claims that Blockchain and AI would improve security and scalability
leading to the commercialization of business processes.
AI technology can enhance business productivity by up to 40%. Accenture researched the
impact of AI in 12 developed countries. The study revealed that it could double economic
growth rates by 2035. AI will enable people to use their time efficiently, which will
increase their productivity by 40%. This is especially true for global IT economics and
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managers of big companies are very interested in this matter. (Source: Accenture,
https://www.accenture.com/sk-en/insight-artificial-intelligence-future-growth).
Businesses with more than 100,000 employees are more likely to have a strategy that
implements AI. Some AI statistics published in MIT Sloan Management Review show that
three-quarters of executives believe AI will enable their company to expand and many
believe that it will allow their enterprise to gain a competitive advantage. (Source: MIT,
https://sloanreview.mit.edu/projects/reshaping-business-with-artificial-intelligence/)
Approximatively 47% of established organizations have a defined AI strategy for mobile.
Well, this is one of the best artificial intelligence statistics from 2018 that every business
owner needs to know. As a part of their marketing efforts, 47% of the more advanced
enterprises have applied an AI strategy to their mobile apps. Additionally, 84% use a
personalized
strategy.
(Source:
CMO,
https://www.cmo.com/features/articles/2018/2/27/adobe-mobile-maturity-study-thenext-mobile-decade.html#gs.6mjpy3).
Most of global business organizations believe that AI will give them a competitive
advantage. A percent of 84% of business organizations will adopt AI because it gives them
a competitive advantage over their rivals. That is the conclusions, according to a 2018
artificial
intelligence
Statista
study.
(Source:
Statista,
https://www.statista.com/statistics/747775/worldwide-reasons-for-adopting-ai/)
Around 4 billion devices in the world already work on AI-powered voice assistants. A press
release by IHS Markit, a business information provider, found that 4 billion devices have
AI-powered assistants, and this number will reach 7 billion by 2020. (Source: IHS
MARKIT,https://news.ihsmarkit.com/press-release/technology/digital-assistants-reachmore-4-billion-devices-2017-google-set-take-lead-i)
Nearly half of Americans use digital voice assistants. A 2018 Pew Research study showed
that 46% of Americans use digital assistants to interact with their smartphones. Voice
assistants are present on a diverse range of devices, so 42% of users have the tech on their
smartphones, 14% of them use it on a computer or tablet, while 8% of them use it on a
standalone device such as Amazon Echo or Google Home. (Source: Pew Research,
https://www.pewresearch.org/fact-tank/2017/12/12/nearly-half-of-americans-use-digitalvoice-assistants-mostly-on-their-smartphones/)
A range of 36% of executives say that their primary goal for incorporating AI is to optimize
internal business operations. The project report on HBR says that AI can support three
types of business capabilities: automating business processes, engaging with customers
and employees, and gaining insights through data analysis. (Source: Harvard Business
Review, https://hbr.org/2018/01/artificial-intelligence-for-the-real-world)
20% of C-suite uses machine learning. A paper by McKinsey shows that 20% of C-level
executives across ten countries consider machine learning to be a core part of their
business.
(Source:
McKinsey,
https://www.mckinsey.com/~/media/McKinsey/Industries/Advanced%20Electronics/Our
%20Insights/How%20artificial%20intelligence%20can%20deliver%20real%20value%20to%
20companies/MGI-Artificial-Intelligence-Discussion-paper.ashx)
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With machine learning, Amazon reduced its “click to ship” time to 15 minutes, a 225%
decrease. According to McKinsey’s research into AI statistics, Amazon strategically
acquired Kiva, a robotics company that automates the process of picking and packing in
the warehouse. With Kiva, the average click-to-ship time is 15 minutes, which is a 225%
improvement
from
where
it
was.
(Source:
McKinsey,
https://www.mckinsey.com/~/media/McKinsey/Industries/Advanced%20Electronics/Our
%20Insights/How%20artificial%20intelligence%20can%20deliver%20real%20value%20to%
20companies/MGI-Artificial-Intelligence-Discussion-paper.ashx)
By 2020, 85% of customers’ relationships with business enterprises will be managed
without human involvement. Currently, virtual assistants like Alexa and Siri have an
excellent understanding of our language. They decipher the meaning of what humans say
and, at times, make a judgment as well. With increasing innovation, these chatbots can
also be used to automate even more responses of basic client queries. (Source: Gartner,
https://www.gartner.com/imagesrv/summits/docs/na/customer360/C360_2011_brochure_FINAL.pdf)
A percent of 67% of people expect to use messaging apps to talk to a business, which
makes chatbots quite significant. Live chat has taken over customer care. Chatbots are one
of the simplest ways to solve a problem. They give consumers an immediate response, and
this real-time exchange has changed consumers’ communication preferences. (Source:
Chatbots Magazine, https://chatbotsmagazine.com/chatbot-report-2018-global-trendsand-analysis-4d8bbe4d924b)
By 2020, start-ups will surpass the leading giants like Google, IBM, Microsoft, and Amazon
in driving the AI economy. There are many AI startups owned by former employees of
large corporations. After all, forming a new company with a focus on artificial intelligence
is a great way to get ahead of the curve. Startups are finding new ways to implement
custom
AI
solutions.
(Source:
Gartner,
https://www.gartner.com/imagesrv/summits/docs/na/customer360/C360_2011_brochure_FINAL.pdf)
Until 2020, 40% of digital transformations and 100% of initiatives based on the internet of
things will be supported by AI. These AI statistics for 2019 provided by IDC FutureScape
presentations show that the above efforts and initiatives will all be supported by both
artificial intelligence and cognitive abilities. There is a major transition happening right
now, and 2019 will see just several new developments in artificial intelligence. (Source:
IDC, https://www.idc.com/research/viewtoc.jsp?containerId=US41883016)
Google’s AI expert thinks that by 2020 AI robots will be cleverer than humans. They will be
able to make jokes, tell stories, and even flirt. (Source: The Guardian,
https://www.theguardian.com/technology/2014/feb/22/computers-cleverer-thanhumans-15-years)
A range of 72% of business executives believe that AI will be the most significant business
advantage of the future. AI will increase labor productivity and optimize business
efficiency by 67%, automate communication by 70%, and improve data analytics by 59%,
according to AI predictions. (Source: PwC, https://www.pwc.com/CISAI?WT.mc_id=CT1PL52-DM2-TR1-LS4-ND6-BPA1-CN_CIS-AI-AIsocial)
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AI will also automate 16% of American jobs.Forrester has forecasted a few of the major AI
adoption statistics, saying that cognitive technologies like AI will also create a few jobs.
However, even with that addition, automation will replace a net of 7% of US jobs by 2025.
(Source: Forrester, https://go.forrester.com/press-newsroom/)
Machine learning is predicted to grow by 48% in the automotive industry in the years to
come.Both semi- and fully autonomous vehicles will entirely rely on AI systems. However,
the impact will not be restricted to autonomous driving. Suppliers will also be able to use
AI to personalize their cars and make them more convenient. With this, the compound
annual growth could increase by 48.3%.(Source: Tractica, https://www.tractica.com/)
Almost 15% of enterprises are using AI, and 31% of them say that it is their agenda for the
next 12 months. This is one of the most important statistics about artificial intelligence.
According to the survey, AI—its ability to deal with massive amounts of data—is one of the
main drivers of the creative renaissance occurring within the business today. (Source:
Adobe,
https://www.adobe.com/uk/modaloffers/econsultancy_digital_trends_2018_report.html?s_cid=7011O000002bSgDQAU&s_ii
d=7011O000002bRebQAE)
By 2020, customer insights–driven businesses will see $1.2 trillion more per year than
their less-informed peers. We are living in an era where the customer influences
everything. Customers who are connected to a brand have more control over their
purchases, get more personalized experiences from brands, and also get incredible
customer service. So by 2020, according to these AI statistics, there are chances that the
brands offering a customer-centric experience will see more success, revenue, and profit.
Financial services are the future of AI. According to the latest research and AI statistics,
financial services companies will spend $11 billion on artificial intelligence in 2020. Experts
claim that it will be well-spent money since it will improve areas such as fraud-prevention,
improving user experience, and streamlining underwriting. (Source: emerchantbroker,
https://emerchantbroker.com/blog/the-future-of-artificial-intelligence-payments/)
As a conclusion, Artificial intelligence will be everywhere in a few years. We will be able to
find it in all kinds of devices, in the automotive and healthcare industries, and in
education. AI will impact on everything, even jobs. It’s expected that robots and machines
will perform the majority of jobs currently done by humans, but this scenario shouldn’t
happen for another 50 years.
The above-mentioned AI statistics show how artificial intelligence influences our lives
right now and how this influence will only expand in the future. AI devices will impact the
work productivity, chatbots will provide an incredible customer experience, and digital
assistants will streamline all people and companies daily activities.
6.Internet of things (IoT) has been quite the buzzword in business and, more recently, in
consumer electronics. To help understand what the Internet of things (IoT) is all about,
TechJury has put together the latest set of internet of things statistics. These data points
cover a wide range of topics including the most up-to-date trends and numbers related to
IoT, the impact it is having and is expected to have in the future in different segments, the
growth drivers and the key concerns that may act as barriers, and the forecasts of the
market size of IoT in various industries.
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Exciting Internet of Things Statistics shows that:
1. there are expected to be more than 64B IoT devices worldwide by 2025
2. the global IoT market is forecast to be worth $1.7T in 2019
3. by 2022, 100% of the global population is expected to have LPWAN coverage
4. IoT has the potential to generate $4T to $11T in economic value by 2025
5. the main revenue driver for 54% of enterprise IoT projects is cost savings
6. more than 80% of senior executives across industries, on average, say IoT is critical
to some or all lines of their business in 2018
7. 97% of organizations feel there are challenges to creating value from IoT-related
data
8. the IoT in Banking and Financial Services market size is expected to grow to $2.03B
by 2023
As you would note, one salient feature of predictions on IoT is that there can be wildly
varying figures on number of devices, market size, or investment across different studies.
Even a search for the answer to the seemingly simple question “How many IoT devices are
there in 2019?” returned remarkably different figures from reputed companies and
research bodies. This makes building a coherent story difficult.
Still, even though all forecast figures might not always appear to be in perfect timing,
there is a general trend that emerged after consulting enough different pieces of research.
They all say we can expect much faster growth in IoT adoption rates across all sectors. In
the next four to five years we will see better progress than during the whole of the last
decade. 2018-19 was a breakthrough point, with IoT poised to have a more immediate
impact on peoples lives than, say, robotics or AI.
7.Size of the IoT market can be well seen through these carefully put together statistics.
According to latest research, the number of IoT devices globally is believed to have
reached 10 billion in 2018. The number is higher than the number of mobile devices in use
in the world. With 5G on the horizon and an uptick in IoT adoption, companies’ plans to
invest in IoT solutions seem to be accelerating.Estimates vary, of course, with another
study pegging the 2018 figure at 7 billion devices and the 2025 estimate at 22 billion.
Another set of internet of things statistics by Gartner predicts 25 billion IoT devices by
2021. We have also seen very high numbers being cited in some other studies (e.g., 200
billion
according
to
Intel).
(Source:
Business
Insiderhttps://www.businessinsider.com/internet-of-things-report?IR=T,
IoT
Analyticshttps://iot-analytics.com/state-of-the-iot-update-q1-q2-2018-number-of-iot-devices-now7b, Gartner-https://www.gartner.com/en/newsroom/press-releases/2018-11-07-gartneridentifies-top-10-strategic-iot-technologies-and-trends,
Intelhttps://www.intel.com/content/dam/www/public/us/en/images/iot/guide-to-iotinfographic.png)
While answers to the query “How many connected devices will there be in 2020?” may
vary across different studies, the consensus is that consumer electronics accounts for the
largest segment of the internet of things market. Its share of the market will remain at
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around
63%
between
2018
and
2020.
(Source:
Statistahttps://www.statista.com/statistics/370350/internet-of-things-installed-base-bycategory/)
The global IoT market nearly doubled in size between 2014 and 2017, passing the $1
trillion mark. By the end of 2019, the global IoT market is forecast to be valued at more
than $1.7 trillion. Consumer electronics is the largest component of the global IoT market.
(Source:
Statista-https://www.statista.com/statistics/485136/global-internet-of-thingsmarket-size/)
Business investment will grow from $215 billion in 2015 to $832 billion in 2020, while
consumer-driven spending will grow from $72 billion in 2015 to $236 billion in 2020. This
represents a slightly higher growth in business spending as compared to consumer
spending on IoT in the 5-year period. Government-spending will add an extra $500 billion
or
so
to
the
total
spend
on
IoT
in
2020.
(Source:
PwChttps://www.pwc.com/gx/en/technology/pdf/industrial-internet-of-things.pdf)
Low-power, wide-area networks allow long-range communications among a large number
of connected devices at optimized costs and power consumption rates. In 2017, only 20%
of the world population was covered by this type of network. Many other advances are
helping reduce costs and power requirements to help faster IoT adoption. Another
example is the cost of lidar sensors, essential for autonomous driving, which have become
10 times cheaper in the last decade and are expected to get several times cheaper still in
the
next
few
years.
(Source:
McKinsey
Global
Institutehttps://www.mckinsey.com/industries/semiconductors/our-insights/whats-new-with-theinternet-of-things)
8.IoT Will Impact Economy in a Way You’ve Never Expected. IoT is bringing huge changes
in our lives. IoT has the potential to generate $4T to $11T in economic value by 2025. The
greatest contribution is expected to be from factories ($1.2 to $3.7 trillion), followed by
smart cities, health care, retail, non-urban outdoor environments, custom production
environments, automotive, home, and office. (Source: McKinsey Global Institute,
https://www.mckinsey.com/industries/semiconductors/our-insights/whats-new-with-theinternet-of-things)
The industrial internet of things (IIoT) market is predicted to reach $124B in 2021. This
includes a CAGR of 7.3% through 2020. Morgan Stanley predicts the industrial IoT market
size to reach $110 billion by 2020. According to Accenture, IoT could add $14.2 trillion to
the global economy by 2030. The top drivers of IoT growth include improved operational
efficiency, improved productivity, creation of new business opportunities, reduction in
downtime,
and
optimization
of
asset
utilization.
(Source:
Forbeshttps://www.forbes.com/sites/louiscolumbus/2018/06/06/10-charts-that-will-challengeyour-perspective-of-iots-growth/#2fdf6f443ecc, i-Scoop-https://www.i-scoop.eu/internetof-things-guide/industrial-internet-things-iiot-saving-costs-innovation/)
By 2020, Discrete Manufacturing, Transportation & Logistics, and Utilities industries are
projected to spend $40B each on IoT platforms, systems, and services. B2C commerce will
be spending $25 billion on IoT software and platforms within the next two years. Health
care is projected to be spending $15 billion, as are process industries. The bottom line is
that there’s going to be healthy investment in IoT not just in industrial sectors that make
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obvious sense, but even in areas like retail and government. (Source:
Statista,https://www.statista.com/statistics/666864/iot-spending-by-vertical-worldwide/)
Of the 1600 actual enterprise IoT projects in progress in 2018, the highest were in the
segments of Smart City (23%), Connected Industry (17%), and Connected Building (12%).
According to internet of things statistics 2018, among Smart City projects, nearly half were
ongoing in Europe, while in all other segments, the largest share was in the Americas.
Smart Agriculture is one area where the APAC region has more projects than Europe and
almost as many as the Americas. (Source: IoT Analytics, https://iot-analytics.com/top-10iot-segments-2018-real-iot-projects/).
The main revenue driver for 54% of enterprise IoT projects is cost savings. Most enterprise
IoT projects focus on cost reduction. Only 35% of IoT projects are used to increase revenue
(e.g., by offering new IoT-connected products and services). Almost 24% of projects also
increase overall safety (e.g., by offering enhanced monitoring systems with real-time
alerts and notifications). (Source: IoT Analytics, https://iot-analytics.com/top-10-iotsegments-2018-real-iot-projects/).
A range of 58% of manufacturers say IoT is required to digitally transform industrial
operations. Sector-wise break-up of manufacturing shows that the reliance on IoT
applications is the highest in power and energy (64%), aviation and aerospace (62%), and
utilities (58%). This survey by GE also found that investment costs are the biggest barrier
preventing a faster adoption of IoT in manufacturing. (Source: GE,
https://www.ge.com/digital/sites/default/files/download_assets/GE-Digital-IndustrialEvolution-Index-Executive-Summary.pdf).
More than 80% of senior executives across industries, on average, say IoT is critical to
some or all lines of their business in 2018.The highest percentage of senior execs saying
this is in the technology, media, and telecommunications industries, followed by financial
services and energy utilities and mining. Internet of things statistics show that 28%
executives, on average, plan to invest in IoT security in the next 12 months. The variation
is much wider (33% to 54%) in response to the query whether they are “very confident”
they are building sufficient digital trust controls into their IoT programs. They are the least
confident
when
it
comes
to
consumer
markets.
(Source:
Statista,
https://www.statista.com/statistics/945058/worldwide-iot-importance-digital-trustindustry/)
Real-world business benefits gained from IoT have been known to exceed original
expectations by 16 to 17 percentage points. This ‘expectations dividend’ is seen in both
business efficiency and profitability. According to a worldwide survey of IT and business
decision makers, only 29% of executives expected that their IoT strategies would result in
business efficiency improvements. Actual results showed that 46% experienced gains in
efficiency. Similarly, while only 16% of the business leaders projected a large increase in
profits because of their IoT investment, 32% ended up with IoT-driven profit gains. IoT
trends show that these business benefits are encouraging other decision makers to mark
out
budgets
for
IoT
adoption.
(Source:
Aruba
Networks,
https://news.arubanetworks.com/press-release/arubanetworks/iot-heading-massadoption-2019-driven-better-expected-business-results)
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Arround 93% of enterprises are believed to have adopted IoT technology by 2019. A
percent of 77% executives in the sector believe IoT technology will allow them to
transform offices into a smart workplace. 59% use IoT for monitoring and maintenance,
while 55% use it for location-based services. Key benefits from IoT for the enterprise
segment includes increased IT effectiveness and an innovation boost. The most common
IoT tech consists of mobile devices, energy meters and smart appliances. (Source: Aruba
Networks, https://news.arubanetworks.com/press-release/arubanetworks/iot-headingmass-adoption-2019-driven-better-expected-business-results).
Almost 92% of industrial organizations are expected to have adopted IoT in some way by
the end of 2019. IoT statistics show that 68% of the business leaders in this sector use IoT
for monitoring and maintenance and 54% for remote operations. Benefits include
increased business efficiency, greater innovation, and better visibility across the
organization. The most common IoT tech in the industrial sector includes chemical
sensors, picking systems, and cranes and forklifts. Decision maker further expect to see a
reduction in operational risks and downtime. (Source: Aruba Networks,
https://news.arubanetworks.com/press-release/arubanetworks/iot-heading-massadoption-2019-driven-better-expected-business-results).
A percent of 87% of healthcare organizations will have started using IoT technology in
some way by the end of 2019. Patient monitoring is the number one use of IoT in the
health care sector, followed by remote operation and control and location-based services.
Executives here mention increased innovation as the top benefit from IoT, along with high
numbers for organization visibility and cost savings. Patient monitors are by far the most
commonly used IoT tech in the sector. Energy meters and X-rays and imaging devices also
make use of IoT. According to internet of things statistics, creation of new business models
and improvement of collaboration with colleagues and patients are two of the many
additional benefits healthcare executives see accruing from their IoT investments. (Source:
Aruba Networks,
https://news.arubanetworks.com/press-release/arubanetworks/iot-heading-massadoption-2019-driven-better-expected-business-results)
A range of 79% of retail organizations are expected to use IoT by the end of 2019, up from
49% in 2017. In-store IoT based location services can deliver personalized offers and
product information to shoppers. They also serve for monitoring, maintenance, and even
surveillance purposes. These are the top uses for IoT in retail. Improved customer
experience is the greatest benefit retail executives see from IoT implementation, followed
by improved organization-wide visibility and increased profitability. Most common IoT
technology being used in the sector right now are barcode readers, personal mobile
devices, and building systems related to refrigeration and security. Future benefits include
increase in productivity, expansion into new markets, and receipt of more customer
referrals.
(Source:
Aruba
Networks,
https://news.arubanetworks.com/pressrelease/arubanetworks/iot-heading-mass-adoption-2019-driven-better-expectedbusiness-results).
The government sector is the slowest to adopt IoT, with 68% of decision makers expected
to start using it in some form by 2019. 60% of government leaders using IoT are using it for
monitoring and maintenance, while 45% are doing so for location-based services.
According to IoT statistics for this sector, increased innovation, efficiency, and visibility
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across the city are the key benefits of adoption. Building security systems, street lights,
and vehicles are the most commonly used elements of IoT tech. Future benefits include
cost savings, better asset and equipment utilization, and better collaboration across
departments. (Source: Aruba Networks, https://news.arubanetworks.com/pressrelease/arubanetworks/iot-heading-mass-adoption-2019-driven-better-expectedbusiness-results).
According to enterprise executives, the U.S. leads in deploying IoT in operations at full
scale. This is followed by UK (41%) and Germany (35%). The US lead can be attributed to
significant venture capital investment. According to an estimate, over two-thirds of the IoT
startups funded in the 2012-2017 period were based in the US. Along with innovation in
the core IoT stack of sensors, platforms, and predictive analytics, there is a strong focus
from startups on security solutions for IoT as well. (Source: Capgemini,
https://www.forbes.com/sites/louiscolumbus/2018/03/18/where-iot-can-deliver-themost-value-in-2018/#5f265f3642fa).
While over 98% of business leaders have an understanding of internet of things, statistics
show that many are unclear of the exact definition of the term. More importantly, many
business leaders aren’t sure what IoT means for their business. This results in IoT not
being implemented properly or being put to very basic uses instead of being utilized for
the high potential it has to transform processes. According to Kevin Ashton, the tech
visionary who coined the term IoT, it means “sensors connected to the internet and
behaving in an internet-like way by making open, ad hoc connections, sharing data freely
and allowing unexpected applications, so computers can understand the world around
them and become humanity’s nervous system.” (Source: Aruba Networks,
https://news.arubanetworks.com/press-release/arubanetworks/iot-heading-massadoption-2019-driven-better-expected-business-results).
However, 84% of organizations that have adopted IoT have experienced an IoT-related
security breach.
IoT trends show that external attacks and the increased probability of data breaches
remain the greatest barriers to embracing IoT in a more comprehensive manner for most
organizations. A holistic IoT strategy that is built on strong network access control and
policy management is needed when organizations are planning their IoT investment.
Other major barriers to adoption include cost (50%), maintenance (44%), and integration
of legacy technology (43%).(Source: Aruba Networks,
https://news.arubanetworks.com/press-release/arubanetworks/iot-heading-massadoption-2019-driven-better-expected-business-results).
By 2023, the average CIO will be responsible for more than three times the endpoints they
manage in 2018. What is the future of Internet of Things from the perspective of people
who have to manage it? The proliferating array of new IoT networks and the sensor
devices supporting them because of emerging business models and the revenue streams
they represent will require CIOs to consider a wider range of aspects to ensure the smooth
running of their organization’s systems. Cybersecurity, of course, will be one of the key
areas of concern as the world gets more connected. (Source: Gartner,
https://www.gartner.com/account/signin?method=initialize&TARGET=http%253A%252F%
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252Fwww.gartner.com%252Fdocument%252F3890506%253Fref%253DTypeAheadSearch
%2526qid%253De44a01c6b1911b07aa038).
The North American IoT market is expected to be worth more than $500B in 2022. The
North American IoT market’s value will see a steady year-on-year growth from a little
under $300 billion in 2017. The division of market revenue by application shows the
largest pie for consumer electronics in 2020, followed by transportation. The growth of
internet of things consumer electronics market in North America is predicted at a CAGR of
12.25% from $90 billion in 2017 to $180 billion in 2022. (Source: Statista,
https://www.statista.com/statistics/688762/north-america-iot-market-by-application/)
The global automotive internet of things market is expected to grow to $104.2B by 2023.
There will be 220 million connected cars on the road in 2020, and 90% of all new cars by
2040 are expected to be connected through IoT. The automotive IoT market was valued at
$15.87 billion in 2015, indicating a CAGR of 26.5% over the eight year period. The three
areas driving growth in automotive IoT are in-vehicle communication (route information,
traveling times, incident reports), infotainment, and vehicle-to-vehicle communication.
(Source:
Business
Wirehttps://www.businesswire.com/news/home/20181213005257/en/IoT-GlobalAutomotive-Market-2018-2023-104-Billion,
Markets
and
Marketshttps://www.marketsandmarkets.com/PressReleases/automotive-iot.asp,
Business
Insider-https://www.businessinsider.in/The-connected-car-is-creating-a-massive-newbusiness-opportunity-for-auto-tech-and-telecom-companies/articleshow/46307485.cms).
The global healthcare IoT market will be worth $158B in 2022. IoT statistics for the
healthcare market shows a projected growth at CAGR of 30.8% from 2017 when the
healthcare IoT market was valued at $41.22 billion. Telemedicine was the biggest
component of healthcare IoT in 2017, but the greatest growth is expected from systems
and software, which include remote device management, network bandwidth
management, data analytics, applications security, and network security solutions.
Geography-wise, the greatest growth is expected from the Asia-Pacific region. (Source:
Markets
and
Markets,
https://www.marketsandmarkets.com/PressReleases/iothealthcare.asp)
The global IoT in retail market is projected to grow to $35.64B by 2020. The IoT in retail
market is expected to grow at a CAGR of 20% from USD 14.28 billion in 2015 driven by the
increase in demand because of the internet’s ubiquity, the wider use of cloud platforms,
the increasing use of mobile apps, and the declining cost of sensors and RFID. (Source:
Markets and Markets, https://www.marketsandmarkets.com/PressReleases/retail-iot.asp)
The value of the global smart homes market will be $58.7B in 2020. Internet of things
statistics for 2020 for the worldwide smart homes market show an estimated growth at a
CAGR of 19.31% rising from $20.38 billion in 2014. Growth drivers include increasing
implementation of smart speakers, home appliances, lighting control systems, home
healthcare products, smart furniture, smart kitchen, and HVAC control solutions. (Source:
Statista,https://www.statista.com/statistics/420755/global-smart-homes-market-value/)
The global IoT in Education market size is expected to grow to $11.3B in 2023. An
increased use of connected devices in schools and colleges, fast adoption of e-learning,
and wide availability of cloud-based solutions have meant that IoT already has a fairly
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strong presence in the field of education across the world. In 2018, the worldwide market
value of IoT in education was $4.8 billion, and was expected to grow at a CAGR of 18.8%
through
2023.
(Source:
Markets
and
Markets,
https://www.marketsandmarkets.com/Market-Reports/iot-education-market115520843.html)
The IoT in Banking and Financial Services market size is expected to grow to $2.03B by
2023. IoT forecasts for the banking and financial services market predict growth at a CAGR
of 52.1% from $0.17 billion in 2017. The major driving forces of the market include the
increasing use of IoT devices for connected banking, and convergence of operational
technology and information technology. Within financial services, the fastest growth is
expected in the insurance sector where IoT will help companies in more effectively
determining insurance prices and providing services based on data gathered from smart
devices. Internet of things statistics from 2019 seem to confirm this trend. (Source:
Markets and Markets,https://www.marketsandmarkets.com/Market-Reports/iot-bankingfinancial-services-market-172304505.html)
The global IoT in Manufacturing market size is projected to reach $45.3B by 2022.The
worldwide IoT in manufacturing market was valued at $10.45 billion in 2016 and is project
to grow at a CAGR of 29% through 2022. The major factors driving the growth of the IoT in
manufacturing market are the growing need for centralized monitoring and predictive
maintenance of manufacturing infrastructure, the advent of the latest communication
technologies, and the need for agile production and operational efficiency. According to
internet of things statistics, an increasing adoption of the cloud, convergence in
operational technologies (OT) and IT, and growing number of intelligent connected
devices with cost reduction are some of the other factors supporting the overall growth of
the
market.
(Source:
Markets
and
Markets,
https://www.marketsandmarkets.com/Market-Reports/iot-manufacturing-market129197408.html)
How IoT it has been revolutionizing the world? IoT is also known as the Internet of Things
which is the interconnection of physical devices that are connected through a network to
identify themselves to other devices through RFID, sensor technologies, wireless
technologies, and QR codes.
Key features that distinguish IoT from other competing technologies are: automation and
control, tracking , cost-effective and time-saving.
There have been challenges that IoT is facing and it is a possibility that the convergence of
Blockchain, IoT and AI could resolve major prohibiting issues.
Let’s look for now the incoming challenges faced by IoT, as follows: Security, Privacy,
Cloud Attacks and Lack of understanding about IoT.

Conclusion
In conclusion of the paper, we have talked about the challenges, key features of these
three rampant technologies. The golden triad of Blockchain, AI and IoT have much more to
offer if they are interwoven and interlinked together. Let’s see how they can be
amalgamated together for better future implications.
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Artificial Intelligence or AI can be termed as intelligence that allows machines to learn and
reason in ways that are possible only by humans. Combining this with the radiating powers
of IoT and people or managers can have a gradient system that is variably more
interesting than either one by itself. The mountains of data points captured and registered
by IoT can be seeped and analyzed by Artificial intelligence to discover meaningful and
decisive patterns that would be, at best, difficult for humans to discover and alter. Better
yet, the algorithms should improve with time to improvise on the current trends in
technology.
On the other hand, Blockchain technology, which is useful much more than the basic field
of bitcoin can be used to make unalterable, persistent, and searchable records or
transactions, contracts and official documents.
Combining these together we can perceive a new view of the future: a world where data is
gathered by multiple systems, analysed by artificial intelligence to take decisions on
people or managers behalf, which are then recorded and time-stamped on blockchain as a
permanent record of decisions which are made and communicated on people’s or
manager’s behalf..
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Abstract: The current trends in the global economy depend on the accelerated
technology, the trends in robotization, a new human-machine frontier, the
changing geography of production, distribution and value chains, a net positive
outlook for jobs and a re-skilling imperative in a context of growing skills instability
all over the world.
Current strategies for business development in the digital word seek to automate
work tasks and increase the profits. The new accelerated technology determines
significant changes in the employment types, leading to cost control and reduction
of expenses. Most of the companies are prepared to find opportunities to use new
technologies and to upgrade job quality. However, the job market is perceived
differently due to mobile Internet, artificial intelligence and cloud technology. The
employers are seeking workers with new skills and talents for adoption of user and
entity big data analytics, cloud computing and artificial intelligence.
The future workforce must develop their skills or retrain to acquire new skills and to
invest heavily in the development of new agile learners in order to perform more
flexible jobs and to accept new roles due to business transformation and digital
technology in the global economy.
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Introduction
Nowadays, governments are facing increasing expectations and greater demands from
citizens about the range and quality of public services. These new expectations on
governments are today driving public sector modernisation, also requiring the digital
transformation of public services. Such expectations of the government are related to
efficiency, effectiveness and governance of public services all over the world.
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The digitisation of public services also calls for new measures in terms of infrastructure
modernisation and employment of the new workforce. Thus, the new workforce must be
knowledgeable about the technological advances, high-speed mobile Internet and artificial
intelligence, in order to develop new capabilities and skills able to sustain a digital public
sector culture.
The aim of this paper is to address the digital transformation of the governments and the
future of jobs in the digital era in the context of accelerated technology adoption.

1. The Digital Government and Online Public Services
Digitisation offers opportunities for more collaborative and participatory relationships
across stakeholders to actively shape political priorities, collaborate in the design of public
services. According to OECD, digital technologies are transforming the public
administrations all over the word and new digital technologies are changing the public
sector.
The demographic composition in OECD countries is changing, modifying significantly the
demand for services, and in many cases, the capacity to provide those services (OECD,
2016). Thus, Governments are facing increasing expectations from users to deliver more
innovative and responsive services and the new digital environment offers opportunities
for citizens. The new digital government is fundamental to serve digital societies and
economies’ needs (OECD, 2017a), this way delivering public services online becomes an
imperative for its legitimacy as guardian of well-being and progress.
The digital government is not only about new digital technologies to modernize the
existing government processes and to offer public services online, but it’s also about
employment, skills and human capital investment trends in the public sector, because the
design and implementation processes of the public services must be rethought according
to the citizen’s needs.
The digital transformation of the public services results in increasingly shared
infrastructures, administrative services and ICT platforms that support a reallocation of
funding to frontline services as well as a reduction of overall costs in the public sector.
According to OECD Comparative Study (2016), governments are facing increasing
expectations and greater demands from citizens about the range and quality of public
services. In order to respond to the citizen’s needs, European governments have set for
themselves political objectives to achieve greater trust in government, including
responsiveness and transparency, in order to build confidence in the public
administration. The digital transformation of the government is a slow process starting
from the analogue government, with operations and transactions based on analogue
procedures and a large number of public servants and continuing with E-government
involving greater transparency and ICT-enabled procedures in the public administration. In
order to improve public services through digital government, new digital technologies and
data reuse need to be integrated in core processes and activities in the public sector. The
digital government provides open and user-driven approaches, process and operational
transformations in the public sector. We present in the figure below the progression
towards the digital transformation of governments.
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Figure 1. Progression towards the Digital Transformation of Governments
Source: OECD (2014), Recommendation of the Council on Digital Government Strategies,
https://www.oecd.org/gov/digital-government/Recommendation-digital-government-strategies.pdf.

OECD recommends governments to focus on developing digital and data-related skills in
the public sector, creating new profiles and career paths based on forecasted needs, and
providing programs for training of public servants (OECD, 2019). In the Digital Government
Framework some new main policy dimensions should be considered to create a digital
government environment (OECD, 2019).
Table 1. The six dimensions of the OECD Digital Government Framework

From the digitisation of existing processes to digital by design
From an information-centred government to a data-driven public sector
From closed processes and data to open by default
From a government-led to a user-driven administration, that is, one that is
focused on user needs and citizens’ expectations
From government as a service provider to government as a platform for public
value co-creation
From reactive to proactive policy making and service delivery
Source: OECD, 2019, Strengthening Digital Government
https://www.oecd.org/going-digital/strengthening-digital-government.pdf

The digital government will implement online public services in order to minimize
corruption and bureaucracy in the public administration and to offer more easily
accessible services to all citizens and investors. Digitisation offers opportunities for new
technologies, eliminating almost entirely the bureaucratic practices in the public sector.
But digital government must be associated with a transformed and empowered civil
service workforce and with new jobs in the digital world.
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2. The Future of Jobs in the Digital Society
According to the Future of Jobs Report 2018 from World Economic Forum 2018, the digital
society brings on innovation, and new technologies, including automation and algorithms,
create new high-quality jobs and vastly improve the job quality and productivity of the
existing work of human employees. But new economic models show how new technology
can cause inequality and significant changes in relative wages because new technology can
affect some or even all workers (Caselli, F.; Manning, A. 2019).
The fear of the impact of new technology on workers is not something new, although the
technology feared has varied over time (Caselli, F.; Manning, A. 2019). However, in the
near future an augmentation of existing jobs through technology is expected to create
wholly new tasks—from app development to piloting drones to remotely monitoring
patient health to certified care workers—opening up opportunities for an entirely new
range of livelihoods for workers.
OECD2 recommends all governments to promote and enforce the adoption of digital
standards and guidelines to offer more coherent interoperable and resilient digital
government infrastructure in order to offer public services designed with a user-driven
perspective and adaptable to different user profiles. As technological breakthroughs
rapidly shift the frontier between the work tasks performed by humans and those
performed by machines and robots, in the last decade, the workforce transformations
have accelerated by widespread adoption of big data analytics and cloud technology.
By 2022, according to the stated investment intentions of companies surveyed for Future
of Jobs Report 2018, 85% of respondents are likely or very likely to have expanded their
adoption of user and entity big data analytics and a new approach of human-machine
frontier within existing tasks. In the near future, companies expect a significant shift on
the frontier between humans and machines when it comes to existing work tasks between
2018 and 2022. Thus, by 2022 this average is expected to have shifted to 58% task hours
performed by humans and 42% by machines.3
Preparing the new future workforce and encouraging their creativity, knowledge and skills
became a priority for any government. The future workforce must understand and use the
specific digital technology, such as: high-speed mobile Internet, artificial intelligence,
widespread adoption of big data analytics, and cloud technology. According to the Future
of Jobs Report 2018, policy-makers, educators, labour unions and individual workers
likewise have much to gain from deeper understanding of the new labour market and
proactive preparation for the changes underway. The trends of the future job market
indicate that new jobs will be created and some jobs will disappear due to the digital
society and new demands from the public and the business environment, as well.
Among the range of jobs to experience increasing demand in the period up to 2022 are
Digital Transformation Specialists, Human-Machine Interaction Designers, Robotics
Engineers and Blockchain Specialists, Data Analysts and Scientists, Software and
Applications Developers, and Ecommerce and Social Media Specialists, jobs that are
2

OECD (2019) Strengthening Digital Government, Availabe at https://www.oecd.org/going-digital/strengthening-digitalgovernment.pdf

WEF (2018) The Future of Jobs Report, Availabe at https://www.weforum.org/reports/the-future-of-jobsreport-2018
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significantly based on and enhanced by the use of technology. We present in the table
below the most important new jobs in the digital world.
Table 2. The Future of Jobs in the Digital World

No. New Jobs in the Digital World
1
Data Analysts and Scientists
2
AI and Machine Learning Specialists
3
Big Data Specialists
4
Digital Transformation Specialists
5
New Technology Specialists
6
Organizational Development Specialists
7
Software and Applications Developers and Analysts
8
Information Technology Services
9
Process Automation Specialists
10
Innovation Professionals
11
Information Security Analysts
12
Ecommerce and Social Media Specialists
13
Human-Machine Interaction Designers
14
Training and Development Specialists
15
Robotics Specialists and Engineers
16
People and Culture Specialists
17
Digital Marketing and Strategy Specialists
Source: WEF (2018) The Future of Jobs Report
https://www.weforum.org/reports/the-future-of-jobs-report-2018

International organizations can largely benefit from artificial intelligence. The most
important gain resulting from the implementation of an artificial intelligence-powered
solution consists in providing jobs with high potential for automation or significant change
in daily activities (Ionescu, L, 2019), but some workers worried they might lose their job to
advancing technology.
According to the Future of Jobs Report 2018, by 2022, 38% of businesses expect to extend
their workforce to new productivity-enhancing roles, and more than a quarter expect
automation in daily operations. Moreover, many businesses express their intention to
engage workers in a more flexible manner, utilizing remote staffing beyond physical
offices and decentralization of operations. Therefore, most of the jobs will be part-time or
project-based by contractual arrangements.

Conclusion
This paper analyses the connection between digital government and the future of jobs in
the digital world. Due to the evolution of new technology all over the world, there is a
great demand of computer specialists and qualified workforce in the near future to cover
the new specific digital technology, such as: high-speed mobile Internet, artificial
intelligence, widespread adoption of big data analytics, and cloud technology. This new
shift in the workforce underway will result in job disruption and re-skilling that will
demand industry to create new jobs for the new generation.
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The jobs in the future will be different by industry and sector due to automation
influenced by initial starting conditions around the distribution of tasks and adoption of
digital technology all over the world. For these reasons, the future of jobs cannot be
precisely predicted but they can be anticipated following the evolution of digital
technology and artificial intelligence.
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Introduction
In this article I am interested in developing on the fact that attention economy expects
that mental acquisitiveness represent the common occurrence of the information epoch,
by being both in short supply and of immeasurable value. [Léveillé Gauvin, 2018] The
glance constitutes an essential characteristic of the attention economy, turning it into
the most instrumental commodity. [Zulli, 2018] Power concerning information
consumption equates with the infrastructure of the news business. [Nixon, 2017] The
undertakings of social media-based target markets may increase the attention addressed
to a particular individual or message [Zhang et al., 2018].
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1. Conceptual Framework and Literature Review
Attention economy and its target markets refashion the operation of bringing news into
play as a mechanism of earning power concerning attention for the purpose of
considering it as an available type of audience labor and for that reason producing
earnings from news users or advertisers. [Nixon, 2017] The glance familiarizes the news
consumer to a certain kind of user behavior and plays the role of a herald to socioeconomic capital [Zulli, 2018]. On social network sites, news posts are deficient in the
established informational indications that systematize audience option of narratives,
being combined with social reminders as evidence of involvement by other consumers
with news items. [Dvir-Gvirsman, 2019] Being dependent on online social networking
services for the audience, news organizations are still captive in the attention economy
[Myllylahti, 2018].

2. Methodology and Empirical Analysis
Using and replicating data from eMarketer, GlobalWebIndex, GSMA Intelligence,
Hootsuite, Kepios, and ZenithOptimedia, I performed analyses and made estimates
regarding daily hours spent with digital media per adult user, Internet use based on
active Internet user data and active use of Internet-powered mobile services, average
amount of time per day spent in 2018 using the Internet via any device (in hours and
minutes), social media penetration by region (2018 data), how Internet users engage
with social media, and average amount of time per day spent using social media via any
device (in hours and minutes). The results of a study based on data gathered from 3,400
respondents provide support for my research model. Employing the structural equation
modeling and using the probability sampling technique, I collected and inspected data via
a self-administrated questionnaire.

3. Results and Discussion
Power concerning attention represents the precondition to the news business as putting
information into effect necessitates power regarding news use as a type of attention that
can be taken advantage of as news audience labor. [Nixon, 2017] Algorithms harness
metrics to regulate topics on social media platforms, newspersons require social media
metrics to establish news value and merit, and the operation of intensification is
associated with prospects of citizen action via digital interaction. [Zhang et al., 2018] The
socialization of news has altered information use processes, while the consumption of
news on social network sites may necessitate the advancement of a cutting-edge
theoretical approach. [Dvir-Gvirsman, 2019] (Tables 1–10).
Table 1 covers daily hours spent with digital media (desktop/laptop, mobile, and other
connected devices) per adult user (2008–2018).
Table 1 Daily hours spent with digital media per adult user

2008
2009
2010

Other connected devices
0.2
0.3
0.4
96

Desktop/Laptop
2.2
2.3
2.4

Mobile
0.3
0.3
0.4

2011
2012
2013
2014
2015
2016
2017
2018

0.3
0.3
0.3
0.3
0.4
0.4
0.6
0.7

2.6
2.5
2.3
2.2
2.2
2.2
2.1
2.2

0.8
1.6
2.3
2.6
2.8
3.1
3.3
3.5

Sources: eMarketer; our 2018 data.

Table 2 covers Internet use worldwide regarding number of users (in millions) and
penetration versus total population.
Table 2 Internet use: Regional overview

Eastern Asia
Southern Asia
Southeast Asia
Northern America
Southern America
Eastern Europe
Western Europe
Western Asia
Western Africa
Eastern Africa
Southern Europe
Northern Africa
Central America
Northern Europe
Central Asia
Southern Africa
Oceania
Caribbean
Middle Africa

Number of users (in millions)
1,000
803
415
365
316
233
183
182
158
149
135
121
114
100
36
34
29
23
20

Penetration vs. total population
60%
42%
63%
95%
73%
80%
94%
66%
41%
32%
88%
50%
63%
95%
50%
51%
69%
51%
12%

Source: Hootsuite.

Table 3 covers Internet use based on active Internet user data and active use of Internetpowered mobile services: total number of active Internet users, Internet users as a
percentage of total population, total number of active mobile Internet users, and mobile
Internet users as a percentage of total population.
Table 3 Internet use based on active Internet user data and active use of Internet-powered mobile services

Total number of active Internet users
Internet users as a percentage of total population
Total number of active mobile Internet users
Mobile Internet users as a percentage of total population
Source: Hootsuite.
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4.388 billion
57%
3.986
52%

Table 4 covers average amount of time per day spent in 2018 using the Internet via any
device (in hours and minutes) in forty countries across the world.
Table 4. Average amount of time per day spent in 2018 using the Internet via any device
(in hours and minutes)

Philippines
Brazil
Thailand
Colombia
Indonesia
South Africa
Argentina
Malaysia
Mexico
U.A.E.
Egypt
India
Taiwan
Turkey
Singapore
Saudi Arabia
Vietnam
Portugal
U.S.A.
Russia

10:02
09:29
09:11
09:00
08:36
08:25
08:19
08:05
08:01
07:54
07:53
07:47
07:39
07:15
07:02
06:44
06:42
06:38
06:31
06:29

Hong Kong
Italy
Poland
Sweden
New Zealand
Ireland
China
Canada
U.K.
Denmark
Spain
South Korea
Australia
Austria
Belgium
Switzerland
Netherlands
France
Germany
Japan

06:23
06:04
06:02
05:56
05:55
05:54
05:52
05:51
05:46
05:28
05:18
05:14
05:04
05:01
05:01
04:58
04:44
04:38
04:37
03:45

Sources: GlobalWebIndex; Hootsuite.

Table 5 covers social media penetration by world region in 2018.
Table 5 Social media penetration by region (2018 data)

Northern America
Central America
Caribbean
Southern America
Northern Europe
Western Europe
Eastern Europe
Southern Europe
Northern Africa
Middle Africa

70%
62%
46%
66%
67%
53%
48%
58%
40%
7%

Western Africa
Eastern Africa
Southern Africa
Western Asia
Central Asia
Southern Asia
Eastern Asia
South-Eastern Asia
Oceania

12%
8%
38%
54%
16%
24%
70%
61%
57%

Source: Hootsuite.

Table 6 covers social media use worldwide in 2018 concerning total number of active
social media users, active social media users as a percentage of total population, total
number of active social media users accessing via mobile devices, and active mobile
social users as a percentage of the total population.
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Table 6 Social media overview (2018 data)

Total number of active social media users
Active social media users as a percentage of total population
Total number of active social media users accessing via mobile devices
Active mobile social users as a percentage of the total population

3.484 billion
45%
3.256 billion
42%

Source: Hootsuite.

Table 7 covers how Internet users engage with social media, that is, visited or used a
social network or messaging service in the past month, actively engaged with or
contributed to social media in the past month, average amount of time per day spent
using social media, average number of social media accounts per Internet user, and
percentage of Internet users who use social media for work purposes.
Table 7 Social media behaviors: How Internet users engage with social media (January 2019)

Visited or used a social network or messaging service in the past month
Actively engaged with or contributed to social media in the past month
Average amount of time per day spent using social media
Average number of social media accounts per Internet user
Percentage of Internet users who use social media for work purposes

98%
83%
2h 16m
8.9
24%

Source: GlobalWebIndex; Hootsuite.

Table 8 covers average amount of time per day spent using social media via any device
(in hours and minutes) in forty countries across the world.
Table 8 Average amount of time per day spent using social media via any device (in hours and minutes)

Philippines
Brazil
Colombia
Indonesia
Argentina
Nigeria
Mexico
Thailand
Ghana
Egypt
U.A.E.
Malaysia
Saudi Arabia
South Africa
Kenya
Turkey
Morocco
Vietnam
India
Russia

04:12
04:34
03:31
03:26
03:18
03:17
03:12
03:11
03:07
03:04
02:59
02:58
02:50
02:48
02:47
02:46
02:33
02:32
03:32
02:16

Portugal
Singapore
U.S.A.
China
Ireland
Taiwan
Italy
U.K.
Sweden
Canada
Hong Kong
Poland
New Zealand
Spain
Australia
Belgium
Denmark
France
Netherlands
Switzerland

Sources: GlobalWebIndex; Hootsuite.
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02:09
02:08
02:04
01:57
01:53
01:52
01:51
01:50
01:49
01:47
01:47
01:45
01:43
01:39
01:31
01:31
01:31
01:17
01:16
01:16

Table 9 covers mobile connectivity worldwide: number of connections (in millions) and
number of connections vs. total population.
Table 9. Mobile connectivity: Regional overview

Eastern Asia
Southern Asia
Southeast Asia
Southern America
Eastern Europe
Northern America
Western Africa
Western Asia
Eastern Africa
Northern Africa
Western Europe
Southern Europe
Central America
Northern Europe
Southern Africa
Middle Africa
Central Asia
Oceania
Carribean

Number
connections
millions)
1,842
1,725
853
470
448
382
333
279
273
246
226
202
174
126
107
90
74
45
32

of Number of connections
(in vs. total population
111%
91%
129%
109%
154%
105%
86%
101%
62%
102%
116%
132%
96%
120%
162%
53%
103%
108%
73%

Sources: GSMA Intelligence; Kepios; Hootsuite.

Table 10 covers engagement with news items (2018 vs. 2011): change in average minutes
per day of media consumption, respectively difference in minutes per day of media
consumption.
Table 10. Engagement with news items

Newspapers
Magazines
TV
Radio
Cinema
Outdoor
Internet
Desktop
Mobile

2018 vs. 2011
Change in average minutes per
day of media consumption
-36%
-48%
-9%
-14%
-23%
-8%
116%
-4%
283%

2018 vs. 2011
Difference in minutes per
day of media consumption
-6.4
-5.1
-11.4
-7.1
-0.6
-4.7
+66.9
-1.1
+66.4

Sources: ZenithOptimedia; my survey among 3,400 individuals conducted December 2018.
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Conclusions and Implications
This article aimed to prove that attention is progressively relevant in a knowledge society
typified by intensifying flows of data-driven statistics. [van Krieken, 2019] The glance
comes to be a prevalent mode of cognizing, consequently shaping social and economic
behavior. [Zulli, 2018] Social media improves digital business regulation to enable
Internet organizations in producing profit by managing the routine activities of their
users. [Peng, 2017]
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Abstract:
The future of work is undoubtedly linked to the sustainability of job contracts and of
work-family relationship. The article aims at reflecting the practical application of the
decent work definition as a set of dimensions that facilitates the understanding of
worker’s perceptions of different job contracts. The study, with a correlational design
and cluster analysis, investigates the differences between workers with dissimilar job
contracts, for what concern work-family conflict issues, job satisfaction, and other
variables. By using a person-centred approach, an index of decent work was
constructed and then used as an independent variable in a factorial ANOVA. Study 1
involved a sample of 3122 workers coming from different regions of Italy; Study 2
involved 901 workers from different Italian regions. Results revealed that women
with children were more satisfied with their job rather than childless women, even if
their job was not secure and guaranteed. This result collides with the decrease of
nativities, probably due to the backward laws on work-life balance. The legal system
needs to update laws in terms of reconciliation, to encourage parenthood. Decent
work can facilitate the understanding of recent development in exchanges between
workers and organizations, and provide a useful framework for understanding key
processes in personnel management, job contract management, and work-family
policies.
Keywords: decent work, parenthood, work-life balance, job satisfaction, labour
contract
JEL classification: J16, J28, M55

Introduction
The leitmotiv of this paper is the concept of decent work as conceived by the International
Labour Office [ILO, 1999]. Decent work is based on the understanding that “work is a
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source of personal dignity, family stability, peace in the community, democracies that
deliver for people, and economic growth that expands opportunities for productive jobs
and enterprise development” [ILO, 2009] and expresses its meaning in: employment,
social protection, workers’ rights, social dialogue, the fundamental rights of workers (e.g.,
freedom of association or non-discrimination at work). These dimensions are related to
objective and subjective aspects experienced by workers which are not shared in the same
way by typical and atypical workers. For what concerns the Italian context, looking at
decent work in an objective way [De Witte & Naswall, 2003], we assume the contract jobs
may be the principal and closest expression of “decent work”, while job satisfaction could
be seen as a synthesis of both objective and subjective aspects.
Regarding to contract types, since the last two decades, non-standard forms of
employment provided by the Italian law have been on the increase, leading to a large
segmentation of the employment regulation. A study on workers’ conditions and
expectations by the ISFOL1 refers to the prevailing contract type’s consistency, obtaining
42 different “atypical” contract types from the RCFL (National investigation on the
workforce) of the ISTAT2.

1. Job Satisfaction
Since decent work refers to both subjective and objective dimensions of working, it seems
to us important to recall what literature on job satisfaction states. According to Locke
[1976] job satisfaction is a positive emotional state, resulting from the perception of one’s
own work as an activity to obtain or facilitate personal values achievement. For Cranny et
al. [1992], it is subsequent to the comparison of ideal and real work results [Schroder,
2008], implying dimensions like use of skills, success, level of activity, career opportunities,
responsibilities, organizational policies, salaries, creativity, moral values, recognition,
security, supervision, human relations, working conditions. Today a new representative
side of the relationship between contract types and satisfaction has been opened. An
extensive literature, focused on threatened traditional work, gradually deconstructed and
made insecure [Greenhalgh & Rosenblatt, 1984; Sverke & Hellegren, 2002; De Witte &
Näswall 2003; Lozza et al., 2012a]. Studies analysing the relationship between
organizational satisfaction and satisfaction in social life, welfare systems and labour
policies, assumed increasing centrality. Thus, job satisfaction boundaries are wide and
related more to a vast and multidimensional topic than to a specific focus.

2. Parenthood and Work-family Reconciliation Laws
Parenthood is one of the most important dimensions of individuals’ lives [Umberson,
Pudrovska & Reczek, 2010]. This dimension is functional for the construction of the
individual’s identity, but its role is not all-encompassing. In self-identity construction
converge several factors, including the socio-economic status and the working sphere.

1

Istituto per lo sviluppo della formazione Professionale dei lavoratori (Ministerial Institute for Professional
Training and Development). www.isfol.it
2
Istituto Nazionale di Statistica (National Institute of Statistics). www.istat.it
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Work-family binomial is often associated to females that are stereotypically identified as
caregivers. Nowadays, women are not only mothers or wives, but also workers. Often, the
need for success and for career is placed before or after to parenting satisfaction. Thus, it
is important to understand how women could manage both roles of mothers and
employed, and how these roles interact and influence each other [Matthews & Rodin,
1989; Haas, 1999; Greenhaus & Powell, 2006; Masuda et al., 2012]. Scholars widely
discussed the work-life conflict or the work-life balance, while few studies explore the
relationship between parenthood and job satisfaction. As referred by Greenhaus and
Powell [2006], the relationship between work stress and reduced well-being is attenuated
for individuals with a more satisfying and high-quality family life [Barnett, Marshall, &
Pleck, 1992]. So, life satisfaction may produce positive effects on the working side.
This point of view is also confirmed by several studies [Edwards & Rothbard, 2000;
Masuda et al., 2012a; Cujec et al., 2000; Kopelman et al., 1983; Lundberg &
Frankenhaeuser, 1999; Roberts & Friend, 1998]. Cujec et al. [2000], starting from Carr et
al. [1998] point of view – that showed how women with children feel less satisfied than
childless women – reached interesting results, although in contrast with their original
hypotheses. The authors describe a spill over effect between parenting satisfaction and
job satisfaction. The main results revealed that women starting their medical careers
seemed to be aware of the potential for role overload in combining family and career and
were less likely than men to recommend parenting to their peers [Cujec et al. 2000].
For what concerns the Italian context, recently, the relationship between parenthood, job
insecurity and atypical work has been investigated [Lozza, Graffigna & Bosio, 2009; Lozza,
Libreri & Bosio, 2013]. The employees' consumption and life projects, seen as potential
extra-organizational outcomes of subjective perception and objective condition of job
insecurity have been studied [Lozza, Libreri & Bosio 2013]. Authors found that especially
subjective perception of job insecurity may be associated with sacrifices of daily
consumption (like groceries, apparel, or entertainment) and life projects (e.g. buying a
home, marrying, or having children). Thus, having children seems to be inhibited by the
presence of unstable and not guaranteed working conditions [Lozza, Libreri, & Bosio,
2013]. According to models that assert work and family are “allies” [Friedman &
Greenhaus, 2000; Masuda et al., 2012a; 2012b], our aim was to investigate differences
between work and family spheres, at all the levels of job conditions (e.g., precarious or
permanent). So, despite the lack of job security, it has been hypothesised that women
with children will be more satisfied rather than those ones who do not have children.

3. The research
3.1 Aim and Scope
The focus of the present study was to investigate job satisfaction in typical and atypical
workers, in relation, primarily, to parenthood. The subjective dimension of job satisfaction
in different occupational contract types has been investigated in female workers (typical
and atypical) with and without children.
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3.2. Methodology
A sample of 3122 Italian workers, coming from different parts of the country, filled in an
ad hoc questionnaire, created by a network of industrial and organizational psychologists
belonging to 9 different Italian universities in the occasion of the National research
program “Life, Identity, Gender in precarious balance”. Each university contributed to the
construction of a full- bodied questionnaire. Our research group focused on job
satisfaction in relation to the level of education and parenthood in women with different
atypical contract types and social context.
3.3. Sample
Study 1
A sample of 3122 participants filled in an ad hoc questionnaire. The sample was collected
by focusing on the contract job type (atypical) and it was balanced for geographical
position. After deleting male participants and outlier cases that exceeded more than ±3 SD
for our dependent variables, the final sample was made up of 1967 female participants,
mean age 33.00 (SD = 9.1).The 35.8% have 1 or more children, the 74% an atypical
contract job type and the 53.6% comes from the South of Italy and the 3.3% (N = 64)
comes from [location masked for blind review] region.
3.4. Measures and Analyses
The questionnaire includes socio-demographic questions and investigates diverse aspects
of working conditions, from the mere objective ones – like working hours per week and
occupational contract type – to more subjective ones – like the perceived job insecurity
and job satisfaction, along with different measures of life satisfaction, like the quality of
social relationships.
To measure job satisfaction, a single item was used to fully catch the overall perception of
participants’ job satisfaction (“Please rate your current job satisfaction”, ranged to 1 =
“severe dissatisfaction” to 10 = “greatest satisfaction”). Some variables were used as
indicators of decent work: working hours per week, autonomy, perception of job security,
perception of economic status, earnings, quality of relationships with colleagues and with
supervisor. Autonomy was measured by the item “To what extent, in your current job, you
can decide how to carry out your professional activities?” (1 = “I have no autonomy”, 10 =
“I am completely autonomous”); Perception of job security was measured with the singleitem “Please rate your current condition of job security” (1 = “severe insecurity, I am and I
will always be unemployed”, 10 = “greatest wealth, I have and I will have plenty of work ”);
Perception of economic status was measured by “Please rate your current economic
condition” (1 = “Severe poverty. Lacks the essential”, 10 = “Great richness. I can live
without working”); quality of relationship with colleagues and with supervisor were
measured by the items “How do you rate the quality of your relationships? With your
colleagues” and “How do you rate the quality of your relationships? With your supervisor”
ranged to 1 = “very bad” to 10 = “very good”.
As regards contract job types, it was asked to participants what kind of contract job they
have, by choosing from a list of 19 different contracts. On the basis of ISFOL (2006)
classification, this last variable was then clustered into five main categories: fixed term
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employment, precarious employment, collaboration employment, permanent contract
and professionals. Then, the first three categories were categorized as “atypical contracts”
while the last two were labelled “typical contracts”.

4. Results

4.1. Decent Work Clusters
Study 1
Cluster 1 labelled “Secure and guaranteed workers” refers to those females who have
reached a job stability. They are older (M = 44.1, SD = 8.4) than the women in the other
two clusters, the 50.4% is married, the 66.3% has children, the 54.9% has a stable contract
job and a mean wage of 1282.7 euro. Females in Cluster 2 and 3, although look like similar
in mean age, marital status, parenthood and kind of contract job (Cluster 2 = 86.1%
atypical, Cluster 3 = 73.6% atypical), they differ from the specific job-related aspects. In
fact, female workers in Cluster 2 seems to report levels of overall job satisfaction (M = 7.0,
SD = 1.5), perception of job security (M = 5.8, SD = 2.0), perception of economic situation
(M = 6.3, SD = 1.3) and autonomy (M = 6.9, SD = 1.8) much lower than female workers in
Cluster 3 (respectively, M = 4.3, SD = 2.3; M = 3.3, SD = 2.2; M = 5.0, SD = 1.7; M = 3.5, SD =
2.8). In addition, the 46.8% of women in Cluster 3 is not searching for a new job because it
is already employed. Thus, despite both clusters are characterized by a strong presence of
women with atypical contract jobs, women in Cluster 3 perceive their job as a stable one.
For these reasons, Cluster 2 was labelled “Precarious women” while Cluster 3 well
symbolize those women who are involved in a job at an entry-level position (the so called
“gavetta”3, that is achieving a good professional positioning after a period of hard
training). As it was stated above, the Italian contract jobs condition is complex, and using
contracts as a variable synthesis of the working condition could be not exhaustive. In these
terms, decent work concept may be useful to catch the complexity of the Italian working
situation. In addition, cluster analysis may help to investigate in a deeper way the data,
having as main reference the concept of decent work.
4.2. Anova
Study 1
In general, job satisfaction’s means are better if participants have children (with children =
6.32, SD = 2.2; childless = 5.7, SD = 2.3; t(1962) = -5.8, p <.001) . The mere parenthood
seems to express an influence on work satisfaction, so that workers with sons (in both
genders) are more satisfied, and such a trend is in line with a recent literature domain
[e.g., Zajczyk, 2007; White & Rogers, 2000) that shows the importance to embrace family
plans besides occupational plans and goals, being possible the reconciliation (Greenhaus &
Powell, 2006; Piazza, 2007; Guglielmi & Sarchielli, 2008).
In order to investigate the relationship between job satisfaction (dependent variable) and
contract type and parenthood (independent variables) a factorial ANOVA has been
performed (Table 2). All effects were statistically significant (p < .001), also the interaction
between parenthood and contract jobs type (F(1, 1963) = 5.52, p < .05, partial η2 = .003).
3

The figurative meaning of “gavetta” refers to begin a career starting with the humblest tasks; starting from
scratch. (Treccani on-line vocabulary, http://www.treccani.it/vocabolario/gavetta1/).
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Results stress the important aspect of contract type in shaping work satisfaction per se
and in interaction with the parenthood. Naturally, typical workers seem to be more
satisfied (M = 6.51, SD = 2.1) if compared to atypical workers (M = 5.71, SD = 2.3) and this
mean change score was statistically significant (F(1, 1963) = 32.49, p < .001, η2 = .016).
This finding may be seen along with the sense of job insecurity that steals satisfaction
from work in the atypical ones.
There is also a statistically significant difference in job satisfaction in relation to
parenthood (F(1, 1963) = 11.55, p < .001, η2 = .006): both typical and atypical female
workers reported job satisfaction means greater if they have children. In addition, this
difference becomes most notable for atypical workers in favour of who have sons. This can
be understood making reference to the model on spill over from family to work context.
These findings are confirmed also in the specific sub-sample of the atypical females (fixedterm, collaboration and precarious), F(2, 1447) = 9.4, p < .001, even if there is no
interaction effect (F(2, 1447) = 0.3, p = .974).
After exploring job satisfaction in relation to contract jobs and to parenthood, the same
factorial ANOVA was conducted by using the 3-factors’ cluster analysis previously
performed (Table 3). Factorial ANOVA confirmed the results of the previous analysis (F(2,
1838) = 278.6, p < .001, partial η2 = .234): women in cluster 3 (working at an entry-level
position) showed job satisfaction means much higher (M = 7.01, SD = 1.46) than women in
Cluster 2 (M = 4.34, SD = 2.26) and in Cluster 1 (M = 6.44, SD = 2.18). Moreover, job
satisfaction’s means are better if participants have children (F(1, 1838) = 7.8, p < .01,
partial η2 = .004) and this result is confirmed in all Clusters.
The entry-level position women are more satisfied with respect to the other two clusters,
and there is no difference in job satisfaction levels between women with (M = 7.03, SD =
1.6) or without children (M = 7.0, SD = 1.4). Conversely, Precarious women are the more
unsatisfied (M = 4.3, SD = 2.3), although there is a slight difference between women with
(M = 4.7, SD = 2.3) or without children (M = 4.2, SD = 2.2), and the interaction between the
cluster membership and the presence of children is statistically significant (F (2, 1838) =
3.6, p = .028).
Chi square
Study 1
In order to verify the distribution of the contract jobs in the three clusters crossclassification analyses were conducted (Figures 1a and 1b). Both analyses were statistically
significant, so that the relationships observed in the cross-tabulations are not due to
chance. In general, Cluster 1 is made up, for the 54.9%, of typical contracts, while Cluster 2
(86.1%) and 3 (73.6%) are made up principally of atypical contracts types (χ2(2, N = 1842)
= 166.7, p < .001). Figure 1b shows the distribution by focusing on the specific contract job
type (χ2(8, N = 1842) = 195.0, p < .001).
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Conclusion and Discussion
Work-life reconciliation is a living matter: legislation seems to appear not updated,
referring to the atypical labour market. A so segmented labour market – made up of a
large amount of atypical contract types – do not ensure what ILO [1999] defined as Decent
Work, and do not allow a working stability so that workers may not plan their future. The
lack of guaranteed working conditions and the backward laws on work-life balance
influence job satisfaction.
According to the socio-economic research company Censis [2014], in 2013 Italy registered
a declining birth rate (62,000 births per year since the onset of financial crisis in 2008)
among the lowest in the history of the Country.
This paper aimed at exploring job satisfaction in typical and atypical workers, in relation to
parenthood. Firstly, contract job types were used as expression of working condition in
order to verify changes in job satisfaction means across contracts and in relation to
parenthood. After that, a person-centred approach was adopted in order to fully catch
women’s job satisfaction in relation to the “decent work” variable. Thus, a cluster analysis
was performed and the three “decent work” clusters obtained were used as independent
variable to assess changes in job satisfaction means in relation to parenthood.
Results confirmed the hypothesis that women with children experienced higher levels of
job satisfaction than childless women, even if their contract job type is not “a secure one”
(Ortiz, 2010).
Moreover, those women who perceived their commitment to childcare as not adequate
were also more unsatisfied with their work than their counterpart.
The limits in legislation on the work-life reconciliation seem to interfere with the
possibility to bear a child, in line with ISTAT [2013a] and Censis [2014] data. As Chinchilla
and Grau [2013] stated, a lot of studies tried to find the principal reasons of the drastic
reduction of the number of children, pointing out, for example, to the work uncertainty
and to the difficulty of conciliating work and family lives.
Data seem to confirm this point: the entry-level position women are more satisfied with
respect to the other two clusters, and there is no difference in job satisfaction levels
between women with or without children. Conversely, precarious women are the more
unsatisfied, although there is a slight difference between women with or without children,
and the interaction between the cluster membership and the presence of children is
statistically significant. Both “entry level” and “precarious” female workers are young,
approximately the 40% is graduated and more than 50% comes from Southern Italy;
nevertheless, precarious women are more unsatisfied. So, starting by an equal context, it
seems that job satisfaction may depend by working conditions like earnings, economic
situation, job security [Lozza, Libreri & Bosio, 2013] or autonomy, rather than the
qualification or the geographical context.
The impossibility to offer and to guarantee an adequate level of care giving may be the
factor that influences the job satisfaction. The presence of public services (i.e.,
kindergartens) with “flexible” timetables that fits with the “flexible” working needs, for
example, may help women to act their double role of mothers and workers.
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Abstract: Certain market forces play a decisive role in stimulating urban
development and growth: economies of scale and agglomeration; factor mobility
and migration; and transport and specialization costs.
There is a fundamental, common idea for all decision-makers who are trying to
promote solid and sustainable growth: cities are not state constructions but the
result of dynamic markets.
In this sense, the most effective policies do not seek to change the existing
economic structure of cities, but to support, allowing local economies to do what
they know best and to take advantage of the savings generated by agglomerations.
Indeed, the data suggest that as economies face the transition from agriculture to
industry and subsequently to service-based services, the concept of density,
distance and division is of greater importance in supporting economic growth.
It should not be deduced from this that governments have no role in urban planning
and management. On the contrary, planners and decision-makers have a leverage
to support development by understanding market forces by accepting them and
accelerating their impact. However, in many cases, policies are designed to actively
oppose market dynamics and overturn; such attempts are usually doomed to failure
and generate a huge waste of resources.
Keywords: market, economy, development, impact.
JEL classification: F63, J08, O18.

1. Economies of Scale and Agglomeration
Density in major cities and adjacent areas generates positive externalities that make urban
agglomerations attract people and capital. In terms of people, they benefit from
urbanization both as consumers (when they form demand) and as employees (when they
are suppliers on the labour market).
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When the economic mass of a city is high enough, there will be enough customers for
certain products so that firms can even afford niche segments in return. This is one reason
why people can find goods and services in larger cities, from tattoo parks and pet hotels to
more common facilities such as grocery stores or tools.
Labour markets are diverse and active, enabling people to find employment opportunities
that better fit their unique abilities and reward them more appropriately.
The table below summarizes the main types of relevant scale economies:
TYPE OF SCALE ECONOMY

EXAMPLES
1. Pecuniar

Technological

2. Static Technology

INTERNAL

3. Dynamic Technology
4. “Purchases”
5. Adam Smith
Specialization
Static
6. „Marshall”
Labour Pool

Location

Dynamics

External
or agglomeration
Static

7. The principle of
learning by repetition
„Marshall-ArrowRower”
8. Innovation
„Jane Jacobs”
9. „Marshall”
Labour Pool

Urbanization
10. „Adam Smith”
Division of Labour

Dynamics

11. Endogenous
growth
„Romer”
12. "Pure" agglomeration
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Ability to acquire intermediate goods with
discounts at high volumes
Lower average costs due to the reduction
of the fixed operating costs of an enterprise
Acquisition of knowledge about the more
efficient management of an enterprise
over time
Buyers are attracted to places where
there are many sellers
Outsourcing allows both upstream and
downstream suppliers to take advantage
of productivity gains generated by specialization
Outsourcing allows both upstream suppliers and downstream firms to take advantage of productivity gains generated
by specialization
Cost reductions that occur as a result of a
continuous and repetitive production
activity that propagates between companies located in the same place
The more local things are done, the more
opportunities for observing and adapting
ideas from other companies
Workers in some areas bring innovations
to firms in other areas similar to point no.
6 above, but the benefits arise from the
diversity of domains in a particular location
Similarly, to point 5 above, the main difference being that division of labour is
possible only if there are several different
purchasing sectors in the same location
The higher the market, the higher the
profit the more attractive a business location, the more jobs there is; the more
labour pools, the bigger the market, etc.
Distribution of fixed infrastructure costs
to several taxpayers; reducing agglomeration savings occurs due to congestion and
pollution.

For companies, urbanization creates advantages in concentrating firms in the same field
(location savings) and in different areas (urbanization economies). Companies in a
particular field can easily divide resources (e.g., suppliers) and speed up the transmission
of knowledge to other areas. In terms of inter-domain collaboration, firms can benefit
from complementary products and services (e.g., investment banks located near
economically-oriented schools).
Economies of scale create a virtuous circle that promotes increased urbanization and
concentration of resources to the point where the negative externalities of agglomeration
exceed the positive ones. Specifically, the availability of different goods and services,
together with higher employment opportunities and higher wages, increase the
attractiveness of urban settlements for people in a particular country as well as across
borders. Similarly, in locating decision making, firms prefer areas where they can create
powerful logistics chains - linking distributor and customer vendors - and where they can
access larger employee reserves. As more and more and more people move to a city, its
economic mass increases, just as it happens with gravity and attractiveness. These
dynamics help explain why some urban agglomerations, including new growth engines in
Eastern Europe, are growing so rapidly in the early stages of development.
In Romania, economies of scale and agglomeration have led to the concentration of
resources in several major economic centres, leading to an increase in the divergence
between regions, Bucharest's contribution to the country's GDP has increased from 15%
to 25%, while many of the others counties diminished their contribution to the national
economy; only Timis, Cluj, Argeş and Sibiu managed to increase their share of GDP.
At the same time, the Romanian labour force has concentrated around a few growing
cities, a trend that will most likely continue in the future. Usually, with increased
competition on the labour market, higher productivity and wages occur. A similar pattern
of concentration also occurs when it comes to the distribution of employees in high-wage
sectors, with some cities highlighting their effectiveness in attracting these types of
domains: Bucharest, Cluj-Napoca, Arad, Timisoara, Braşov and Galati. Interestingly, highwage areas indicate a more concentrated pattern of focus, with core city sectors more
likely to attract well-paid areas (e.g., finance, IT, insurance) than their growing suburbs,
where places factories predominantly. This situation is based on the fact that higher wage
sectors can usually afford the extra cost of placing in central areas, which allows them to
access the best reserves of human capital; on the contrary, production sectors and other
low-profit sectors tend to save resources locally in suburbs, where they still have access to
labour supplies in the vicinity of the city.
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Figure 1. Distribution of employees in high wage sectors, by town
Data source: Ministry of Regional Development and Public Administration

There is more and more evidence that certain areas in Romania are becoming more and
more concentrated in space. For example, the software industry was located in five
counties in 2017, compared to ten counties 10 years ago. This is a natural consequence of
agglomeration because firms prefer to locate themselves in the same region to access a
qualified workforce reserve, reliable providers and shared knowledge and innovation
resources.
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Figure 2. The software industry, like other growing industries in Romania, is increasingly concentrated in
space
Data source: Ministry of Regional Development and Public Administration

In order to be truly competitive, the cities of Romania need a number of large sectors of
activity to advance the local economy and a diversified economic base that can support
growth even when some of the top-of-the-range areas encounter difficulties. The 2008
crisis was particularly useful in view of the fact that data on city performance before and
after this period can provide insights into the health, adaptability and sustainability of
local economies in Romania.

2. Mobility of Factors and Migration - why it is easier to facilitate access to
existing opportunities than to create new ones
Factor mobility and migration are market forces closely linked to agglomeration. When
centres with high economic density develop, they exert an increasing gravitational pull on
the surrounding communities. The greater the economic mass of a city, the more its
attraction and importance in space will be, and the people, the companies, the capital and
the ideas will come here looking for opportunities. This is a normal and beneficial process
that allows employees and businesses to increase their productivity by moving to locations
of higher economic density.
However, in practice, decision-makers often seek to control flows of people, companies
and ideas in an attempt to prevent apparent consequences, such as weaker and weaker
areas, less tax bases, and dispersal of human capital in territory. The fact is that the
mobility of factors from less developed to growing countries helps to promote long-term
convergence since most migrants maintain strong ties with the communities they have
left, and will bring back capital, skills, requirements and expectations in relation to the
functioning of the institutions.
Moreover, when workers leave a less developed area, they create greater pressure on
wages in the area, but they reduce the pressure on wages in the developed area where
they move.
With increasing economic density in different cities, Romania is also experiencing an
increase in internal and external migration phenomena. With regard to internal migration,
a household survey conducted by the EU revealed that 87% of Romanians have migrated
internally to seek employment or to join the family, 10% of Romanians have migrated for
education, health or better working conditions, and 3% migrated for socio-political
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reasons or for other reasons. Normally, decision-makers in areas with gaps have little
leverage to prevent people from trying to find career opportunities elsewhere; but these
decision-makers could provide access to similar living conditions and comparable basic
services (e.g. education, health, water and sanitation, etc.).
In fact, the patterns of development of new housing units confirm that the population is
being concentrated around key economic centres, including suburban areas that can offer
higher living standards and more convenient prices. This also has a strong impact on the
intra-county commuting phenomenon.
In almost every county there were people who lived in one place and worked in another.
This is more pronounced in the western part of the country, a region that benefits from a
more robust and dynamic economy. In fact, international experience shows that
commuting to the workplace is more prominent in areas that are more developed, and
economic growth, crowding and mobility are market forces that self-sustain.
Regarding the labour mobility beyond the limits of a county, it is no surprise that it is less
widespread than the intra-county one. This also reflects the gravitational economic
attraction of major cities, especially Bucharest, which seems to attract labour from all
neighbouring counties. In the rest of the country, labour migration between counties is
usually limited to: workers near the county administrative boundary and looking for
opportunities in some of the most important centres in their region (e.g., Cluj, Iasi, Brasov,
Sibiu, Oradea city); or employees who simply commute to jobs near the county
administrative boundaries (for example, people from Mehedinti who commute to the Gorj
mines).
If we analyze internal migration patterns by sector, the largest share of daily commuters,
between 30% and 40%, belongs to industries that depend on natural resources such as
crude oil, gas, mining, and the management of hunting and forestry. At the opposite end,
few agricultural workers and well-paid services such as IT, finance, real estate make intracounty or inter-county traffic. In terms that are easy to understand, people who depend
heavily on subsistence farming cannot generate enough income to make a commute every
day. On the other hand, people who are employed in high-wage jobs can afford to bear
the higher cost of living in major cities. This detailed picture allows decision-makers to
estimate the demand for supplementing intra- and inter-county transport infrastructure
based on the type of dominant industries at the local level. Intuitively, special policies may
be needed for emerging suburban areas, with a more careful (compared to current)
concern over the need to expand public utility and road networks.
Beyond domestic migration, Romania has faced a pronounced external migration over the
last twenty-five years.
The fact that an economy has a high emigration rate is not necessarily a sign that the
economy has poor performance. The indication is that the country has people with
increased mobility who are eager to seek opportunities elsewhere. Emigration usually
brings net benefits to migrant countries: people who work abroad send money back, and
often come back home with new ideas, skills and business relationships and stronger links
with centres of foreign economic growth. Most importantly, it is essential to remember
that people move more often to places where they can have higher productivity. As such,
public policies aimed at slowing down or halting the phenomenon of "brain drain" need to
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be carefully analyzed. In the short term, they can be a waste of resources (people can
move regardless of measures to keep them in place) and, in the long run, can affect the
country's economic performance (limiting people's ability to capitalize on their full
potential). A more promising idea could be the implementation of "brain regain" public
policies, whereby Romanians who went abroad to return home to perform productive
economic activities, bringing with them a set of unique skills and experiences, formed in
outside the country.

Figure 3. Mobility of the labor force beyond the county administrative boundaries
Data source: Ministry of Regional Development and Public Administration

Romania benefited from joining the EU structures, which lifted many of the restrictions
that burdened labour mobility. At present, the estimated figures of Romanian workers
abroad range from 2 to 3 million people; their favourite destinations include EU countries
such as Italy, Spain, Germany and the UK, as well as more remote countries such as the
United States, Australia and Canada.
Notably, more and more Romanian youth choose to study abroad each year, especially in
those countries in the EU where the cost of studies is lower or where they can easily
access loans or scholarships (e.g. Great Britain, Spain, Italy, Denmark, etc.). In addition to
the acquisition of skills and in addition to the competition with other colleagues,
Romanian students abroad benefit from the experience gained in a different education
system and from familiarity with new social, economic and cultural norms and practices.
In the medium and long term, Romanian workers and Romanian students working abroad
can bring back capital for investment, launch new firms, replicate ideas across borders,
and build business and academic relationships with countries worked or studied. This
infusion of talent, skills and knowledge can further support Romania's long-term growth.
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Decision makers need to look more closely and not consider myths about the negative
impact of emigration. Instead of trying to control this phenomenon, those who run the
state institutions must encourage a continuous flow of people, businesses and ideas, both
to and from Romania. For this, investments in air infrastructure and connection to the
country's airports (so as to make it easier for all people living in the airport region to reach
it) must be made, as well as investments in roads and railways to facilitate cross-border
travel. Of course, infrastructure investments need to be made only after thorough analysis
and a proper needs assessment. An in-depth cost-benefit study, as well as a life-cycle cost
analysis, is required to determine how maintenance costs over the life of a project will
affect its total cost.
At the same time, it must be borne in mind that migration is not left unattended by
potential disadvantages. For example, there are many families in Romania where one or
both parents work abroad, leaving their children in the country to be raised by
grandparents, other relatives or even to do it on their own. In the long run, the lack of
continued care of parents can have major social repercussions that are difficult to predict.
Also, although many emigrants manage to earn more money in the places where they
move, some of them are forced to live in informal or inadequate residences and are
subject to harsh working conditions.

3. Transport Costs and Specialization – why lower transport costs have
increased location and not dispersion
Transport costs and specialization play important roles in shaping the trade flows of
countries. Over the last hundred years, technology has reduced transport costs for goods
and services, increasing volumes traded significantly and reducing trade barriers. One
estimate was that reducing transport costs could lead states to enter into more trade
relations with very distant regions.

Figure 4. Evolution of global trade, by product group
Data source: World Development Report 2009

In fact, there was an opposite trend: as the world becomes more globalized and transport
costs fall, countries will increasingly trade with partners in their own region. In addition,
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economic specialists suggest that trade patterns between countries are based on
competitive advantage, which results in some countries producing certain goods and
services specialized in increasing quantities. The current reality is somewhat more
nuanced: as transport costs have declined, most of the cross-border trade is now done
with intermediate goods, which proves the high level of integration and dynamism of the
global economy.
Intra-industry trade, defined in broad terms as the exchange of similar goods and services,
is one of the most important economic development phenomena since the Second World
War. Intermediate goods exchanges include, for example, car components, computer
motherboards, and audio system components. From a first perspective, the fact that this
type of trade is increasingly present is good news for developing countries, which can thus
accelerate and consolidate growth. At the same time, on the backdrop of intensive
commodity trade, transport costs are becoming more important because they are more
and more often in the logistics chain to allow for a fast and cost-effective delivery of
components and finished products. It is estimated that a 10% increase in transport costs
can reduce trading volumes by up to 20%.
It is therefore essential to identify fast and viable solutions to reduce transport costs especially by road, as the most important trading partners of Romania are the EU Member
States not very remote (e.g. Germany, Italy, Hungary, France, Bulgaria, Turkey, the
Netherlands, Spain, etc.). Connections with the markets of Western Europe are really
essential in this respect.
Another key outcome of the reduction in transport costs is that the fields of activity are
becoming increasingly concentrated in the territory. Although some economic work would
suggest that lower transport costs would lead to space dispersal of economic activity (up
to a perfectly uniform geographic distribution, as transport costs tend to zero), in practice,
commercial areas focuses on several economic centres. This trend remains valid even for
sectors that have shipping costs close to zero or equal to zero, such as software. Indeed,
the data indicate that much of Romania's exports come from only a few areas of the
country.
Most of Romania's exports (i.e. about 70%) are destined for the EU, the cities of western
Romania being extremely prolific in this regard. Many of the companies located in the
eastern and southern Carpathian areas continue to face high transport costs. Improving
connection infrastructure along the "development bridge" linking Bucharest and the Black
Sea to Western Europe is expected to reduce these transport costs and provide significant
support to the exporting sectors. For example, a series of quality connections to the west
of the country and to Constanta would allow Dacia-Renault in Mioveni to become even
more competitive compared to other manufacturers around the world.
Romania's non-EU trading partners include Turkey, Russia, Ukraine, Serbia and Moldova,
in order of importance. A more distant market, that of the US, is ranked 16th among the
top 20 trading partners of Romania; at the same time, the U.S. is the third non-EU partner
of importance after Turkey and Russia. Generally, trade with non-EU partners focuses on
different areas of activity across the country and its concentration depends on each trade
partner. However, the geographical distribution of the exporting sectors serving non-EU
countries is more random; for example, counties in the west of the country export to
Russia and Moldova, while Prahova, in southern Romania, is working with Ukraine. This is
119

most likely due to the fact that Romania's infrastructure to connect with its neighbours
that are not part of the EU – and even the connection with Bulgaria to the south –
continues to have shortcomings.

Figure 5. The share of exports destined for the EU, according to the locality, in Romania
Data source: National Institute of Statistics.

However, moving the country from the present peripheral position to a more central one
within the United Europe will require a significant increase in goods and services flows to
the north, east, south and southwest. In addition to improving roads, railways, airports
and sea and river ports, another trade facilitation solution is to reduce the barriers to this
activity (from reducing the durations that trucks must spend at the border to the number
of visas from the amount of taxes on exports and imports, to the general level of
bureaucracy and the number of inspections, etc.). As mentioned earlier, Romania has
benefited greatly from EU membership and from the removal of trade barriers in large
part. Now, the country has the opportunity to promote similar policies with other
important trade partners, such as Turkey, but also with neighbours like Moldova, Serbia
and Ukraine.
In addition to infrastructure investments, decision-makers can achieve reduced transport
costs and strategic and careful transport regulation. It is essential to prevent the
emergence of monopolies or oligopolies in this sector and to avoid any artificial increases
in transport costs. Competition in this sector is meant to help the whole economy. Of
course, transport policies have to differentiate between those transport sectors which
face natural barriers to entry (high capital costs, such as fixed rail operations) and those
sectors with easy to overcome challenges (eg freight transport by truck).
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Figure 6. Exports to non-EU trading partners
Data source: National Institute of Statistics

In terms of encouraging flows of people and ideas, cutting costs for air transport is
essential. The easier and cheaper for a potential investor to visit Romania and have a
pleasant stay in this country, the more likely it is to make investments here. Similarly, the
Diaspora’s people are more likely to come home frequently, the more intense the
exchanges of ideas, knowledge and capital will be.
Finally, in order to encourage external trade, it is important, first of all, to strengthen
domestic trade. If a firm or a sector serves a competitive and important domestic market,
it has more chances to succeed in competition on foreign markets. In order to reinforce
the above, Dacia's success in Romania, together with a number of local innovations in the
direction of cost efficiency, helped the company to overcome the global challenge.
Therefore, a strategy for reducing transport costs for external trade must go hand in hand
with policies to lower internal marketing costs, which can be achieved by "shortening" the
distances between developed and less developed regions.
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Conclusion
No country has developed without first being through an urbanization process. Romania,
having one of the smallest shares of people living in urban areas in Europe, has to
encourage urbanization if it hopes not to deviate from the development path.
Urbanization is a naturally occurring process, but public authorities can play an extremely
important role in guiding this process, in developing positive market outcomes and in
minimizing the negative effects of urbanization (traffic jams, pollution, social clutches).
Almost all cities in Romania have suburbs that are growing fast and need to be better
connected to economic centres. As such, it is important that larger economic and urban
areas are designated as such. This will allow for strategic planning of public investment
and will provide a coherent framework for public policy implementation. At present,
metropolitan areas are designated rather as access to European funds (and only under the
Regional Operational Program) without a clear administrative and regulatory regime,
unlike other public investments.
Therefore, the Romanian authorities should identify and define clearly the country's large
urban areas and consider the possibility of managing them at metropolitan level - even if
only in some respects (eg urban planning, infrastructure development metropolitan
transport, etc.).
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Abstract: In analyzing the marginalization phenomenon, there are currently several
definitions of disadvantaged communities based on a clear set of criteria and
indicators. One of the strongest definitions has been formulated by UNESCO:
"Marginalization occurs when people are systematically excluded from significant
participation in economic, social, political, cultural and other activities in their
communities, refused the opportunity to fulfil the condition of human beings".
Excluding people from the efforts of a society to develop is not only profoundly
unjust, but it even affects the chances of successful economic growth. This is, in
fact, the basic idea of analyzing this phenomenon: if people cannot take advantage
of the opportunities they need to reach their full potential, then society as a whole
is the one to lose. Marginalized groups also have a more limited set of skills and
lower productivity, and their ability to become better is greatly hampered by
inadequate opportunities for development in the educational and professional
sphere. It is, therefore, not surprising that the unemployment is in bloom, with very
few formal employment places, including appropriate benefits (e.g. health
insurance, professional insurance, maternity leave, pension, etc.). As observed in
various studies, areas affected by extreme poverty tend to be in urban
environments. This does not mean that there are no poor people in rural Romania,
but that city-specific challenges are usually more pressing.
Keywords: marginalization, inclusion, community, economic growth.
JEL classification: B55, H5, M14, O47.

Introduction
A useful typology for better understanding of marginalized communities in Romania
comes from a 2001 study on the definition and profile of poor areas. The authors of this
study have identified four categories that are still valid today: landfills, including
improvised shelters, their inhabitants looking for old iron or other potentially useful
goods; historic city centres, where house ownership rights have remained uncertain since
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the fall of the communist regime; ghettoes with blocks of low comfort; derelict industrial
areas, most of which are located on the outskirts of cities, with dilapidated dwellings once
occupied by workers from neighbouring factories.
Based on this study, the analysis aims to focus on four main criteria in defining these
areas: human capital (health, education and demographic trends), jobs, housing quality
and ethnic profile. The latter criterion was chosen in particular to identify the places of
residence of the Roma community because it also faces the discrimination factor. In
addition, there are some types of interventions with funds specifically devoted to the
Roma. Following the analysis and the qualitative research undertaken on the ground,
three main types of disadvantaged communities emerged:
1. Economically disadvantaged cities with often declining economies, a generalized
shortage of jobs, a lack of educated workforce and few opportunities to develop skills.
2. Low Access Infrastructure Areas.
#Village: villages often located on the outskirts of cities, with predominantly old
inhabitants, and often with individual houses with small gardens. There are some forms of
subsistence farming here. Taxes are relatively high due to proximity to the urban
environment, but the infrastructure is typical of rural areas (without gas, no running
water, sewage, etc.).
#Emerging residential areas are new neighbourhoods, located in the suburbs of cities and
occupied mainly by young people. Being new communities, the basic infrastructure is
missing and it is unclear whether local authorities will expand the utility network in these
areas as well.
3. Peripheral areas
#"Ghettos" of poor quality blocks, located in most of the cities in Romania, near the
centres of the cities or to the periphery. These were built before the 1990s for workers of
the socialist era in state-owned enterprises. The apartments are small and crowded,
sheltering numerous families, often with many children. The percentage of Roma in these
buildings exceeds the national average.
#Magnars and/or improvised shelters are on the outskirts of cities, most often after 1990.
They often house traditional Roma communities. Homes/shelters are small, of poor
quality (at best, they are built of crickets) and usually do not have access to any basic
infrastructure.
#Upgraded social homes were built by local authorities to shelter slums and are new
buildings with access to basic services, sometimes having social centres and educational
facilities nearby. Despite the more recent trends, the places where upgraded social
housing was built are rather far away from city centre, which increases the risk of
worsening isolation.
#Social dwellings in historic city centres compromise old buildings that have been
nationalized during communism and have an unclear or changing legal status. Some of
these are subject to return procedures to former owners, so current residents risk
evicting. And these types of housing are occupied to a large extent by persons belonging
to the Roma minority.
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This typology shows a fairly clear picture of marginalized communities. Spatial and social
isolation is usually evident, even in newer communities that have been built far from the
main centres of city activity. This means that whole segments of the population have little
contact with these communities, which is likely to aggravate the phenomena of stigma
and discrimination. Spatial marginalization also implies that basic infrastructure rarely
reaches these groups, and if it does, it is poorly maintained, costly and with frequent
dysfunctions.
In demographic terms, poor families tend to be the most numerous, an almost universal
observation, irrespective of ethnicity. Average age is lower in these communities than
national, young people (i.e. those under the age of 30) are over 50%. Life expectancy is
also lower, and the infant mortality rate tends to be higher, reflecting difficult living
conditions, poor quality of medical services, and low levels of safety.

1. Common Challenges
Marginalized communities face a number of common challenges. A first set of issues is
related to legal and regulatory barriers, starting with the main issue of unavailability of
documentation. Several factors are to blame for this: certain members of disadvantaged
groups have never received identity papers (although the authorities seem to have made
progress in this respect); ownership documents are missing most of the times, especially
in the case of older buildings left inherited from one generation to the next; and the law
does not allow the transformation of those who occupy the public domain into land
owners. All of these elements influence the ability of these people to receive social
benefits, enrol in school, receive medical care, run for certain positions, etc.
The second set of problems, associated with the first one, concerns lack of access to basic
infrastructure (water and sewerage, electricity, gas, heating). Sometimes, the positioning
of marginalized communities makes it difficult to extend the public utility network to these
isolated areas, especially when the number of potential new customers is relatively small
and they are poor. In other cases (e.g. old, historic and socially upgraded social housing),
basic service infrastructure has been or has been built recently, but many users simply
cannot afford to pay the monthly payment notes (even if they are sometimes subsidized),
so they get huge debts or be disconnected. In some cases, the way in which services are
invoiced means that if a person does not pay their debts, the whole group of tenants may
have to pay penalties or be disconnected from the network. There are also communist-era
buildings where, due to overcrowding, the system is overloaded, so the services rendered
are of poor quality, causing damage and power outages.
Third, there is a chronic lack of access to adequate employment opportunities. This is
related to the inability of people to attend a school and/or some other professional
qualification as well as the lack or insufficiency of medical care, which means that sick
people cannot recover quickly enough to become productive again. All this is translated by
the fact that there are very few options to win any income. These include milking, begging,
prostitution, theft and other criminal activities. Even the people who have the necessary
documents and go through the process of accessing social benefits can not cover all their
monthly expenses, and if they engage in informal/illegal gainful activities, they are likely to
be caught and suspended. Heavier living conditions, coupled with stigma associated with
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living in a particular area or membership of a particular ethnic group, severely limit the
number of available employment opportunities.
Fourthly, the educational system has failed to provide the tools needed to integrate
marginalized groups into the labour market. In some cases, schools became segregated
entities, non-Roma children being transferred to other educational establishments. This
leads to a reduced quality of education, generating feelings of disillusionment and
frustration from early ages. Later on, addiction to the path: with a low level of education
and an increased risk of early entry into the informal economic market, it is difficult for
people to escape from the vicious circle of lack of resources, lack of education and lack of
opportunities. Even if a young couple succeeds in self-education, difficult living conditions
prevent them from investing in personal development actions to become more attractive
to employers, especially when the main concern is to provide basic needs - a roof
overhead, food and water.
Last but not least, there are significant social barriers both in marginalized communities
and in society as a whole. Internally, disadvantaged areas tend to be unsafe and are
sometimes dominated by groups that can take advantage of young people by engaging in
criminal activities. Major constraints also result from outside of these communities, in the
form of discrimination and indifference, which generates feelings of helplessness, lack of
trust and shame for members of marginalized groups. The main reason seems to be
discrimination, which maintains a generalized state of vulnerability and insecurity in all
aspects of life (family, home, school, job, socialization, etc.). All these factors reduce
people's individual chances of freeing themselves from poverty, maintaining their mistrust
and disillusionment, and undermining their ability to form a collective that speaks in
unison, especially in relation to local decision-makers and national.
Decision makers cannot redress this complex gearing of challenges only through simple
one-dimensional approaches. Many problems arise from precarious living conditions
(overcrowding, poor quality buildings, restricted access to basic services, etc.), others
more important, rather than the constraints faced by marginalized communities in general
terms ( lack of education, poor health care, poor access to finance, difficult access to the
labour market, etc.). As a whole, all these factors indicate the need to develop an
integrated, multidimensional approach that would improve living conditions but allow
disadvantaged groups to be successful in the long run.

2. Poor Roma and other Ethnicities
Interestingly, only around 620,000 people in Romania declared themselves as Roma on
the occasion of the last census in 2011. However, it is believed that their number is much
higher. The National Roma Inclusion Strategy 2012-2020 refers to several statistics on the
dimensions of the Roma minority: 535,140 (the 2002 census); 730,174 (estimated
minimum number), 851,040 (estimated average number) and 970,000 (maximum
estimated number) of the 2005 Social Community of the Roma Communities study;
Finally, the EU Framework for National Roma Integration Strategies mentions an
estimated average of 1,850,000 and a maximum of 2,500,000. Part of this variation is due
to the fact that, for fear of being discriminated against, many Roma people declare
themselves to be Romanians, Hungarians or other ethnicities. This hampers the mission of
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politicians and researchers trying to determine the exact number of them, where they live
and how to respond to the challenges faced by this marginalized group.
Considering all this, one cannot deny that Roma represent a significant percentage of
Romania's total poor population. As noted in the National Strategy for Roma Inclusion
2012-2020: "these account for 20.6% of the total number of people living in absolute
poverty, 35.2% of those living in severe poverty and 44 , 4% of those with problems in
purchasing food. "In addition, the absolute poverty rate for Roma (25.4%) is 6 times higher
than that of the total population of Romania (4.4%). Of course, the problems faced by the
poor, whether Roma or not, are often similar (lack of access to opportunities, difficult
living conditions, lack of education and poor health, etc.), even if the Roma still have to
endure discrimination. In this regard, the data show that 38% of Roma people who have
been looking for work over a year have been discriminated against by potential employers.
When the intervention methods are designed, target setting is essential, and a key
observation of this report was that the Roma population and the poorest regions in
Romania do not always overlap. The first map below shows the distribution of the Roma
population, as it was identified in the census of 2011. From this map gives a different
distribution model: Roma appear predominantly concentrated around the western border
of Romania, in the heart of Transylvania - often around large urban centres such as
Timisoara, Arad, Oradea, Cluj-Napoca, Targu Mures and Sibiu - and in the southwest,
between Craiova and Drobeta-Turnu Severin, near the border with Bulgaria and Serbia.
However, like the 2002 poverty map shows (the second map below), Romania's poor
population tends to focus in the east and south of the country – areas where the Roma
presence was relatively relative low. Therefore, policymakers should consider that
measures to address the challenges facing generally poor and marginalized groups might
not have a direct impact on large segments of the Roma on the obvious reason of the lack
of geographic overlapping. In addition, it is important to note that areas with a high
concentration of poor people are often not the same as those with the highest absolute
figures of the poor. More specifically, well-developed areas, such as big cities, often record
absolute numbers of poor people. However, the poor in these cities represent a smaller
percentage of the total population of a particular urban area. On the other hand, in
smaller rural areas, the proportion of the poor can be higher, while absolute figures may
be lower. All these distribution models should play a key role in the way policy makers
develop intervention measures for each disadvantaged community.
Thus, both disadvantaged Roma in the West and poor but poor people in the East need
improved access to public services, better transport infrastructure, media care, better
education, etc. Demographic data are relatively similar, as well as the potential for
economic growth to be enhanced through effective integration of these people, public
policy objectives and (some) general features may be the same for all marginalized
communities, but specific types of intervention always keep in mind the particular context
of a problem.
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Figure 1. Distribution of the Roma population
Data source: National Institute of Statistics

Figure 2. The poverty map in Romania
Data source: National Institute of Statistics

Approximately 44% of the rural population is living under conditions of relative poverty in
the community (lower values in education stock, material capital, life expectancy at birth
and average age of older adults). Most of these relatively poor people live in communities
without a Roma population. The largest concentration of poverty in communities with a
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significant proportion of the Roma population is in the Central and North-West regions.
These are also the regions with the highest concentration of Roma population in the
country. Non-Roma rural poverty is specific to the North-East, South-East and South-West
development regions.
Although poor localities, with or without a significant proportion of the Roma population,
have a similar degree of precarious development, community capital structures are
different. The human capital, mainly from education, is much lower in the localities with
significant shares of the Roma population compared to those non-Roma localities. Health
capital, measured by life expectancy at birth, is also lower in poor Roma communities than
non-Roma.
The three types of community rural poverty (without a Roma population, with a
significant proportion of the Roma population and a low proportion of the population of
this ethnicity) are specific not only through their capital structures but also by the function
they have the pattern of factors that make them conditional. Large rural settlements,
located in hilly and mountainous areas, tend to be largely unpopular, irrespective of their
ethnic composition.
Also, high rates of labour migration abroad and moving to neighbouring cities to work
reduce the probability of poverty for all three types of localities.
The specific factors favouring poverty in rural areas without a Roma population are
proximity to large cities, the long distance between the reference village and the nearest
town with more than 30,000 inhabitants and the high rate of return of emigrants to the
villages of the commune.
All the factors mentioned above do not play a significant role in the poverty of
communities with higher percentages of Roma.
The proximity of a rural locality to a European road reduces the probability of poverty for
non-Roma communities, but it has an insignificant role on poverty in communes with
significant proportions of the Roma population. Why some of the factors are mentioned
above significant to poverty in non-Roma communities, but not to communities with a
higher concentration of ethnic Roma? The most difficult is to determine whether sociocultural factors such as discrimination play an important role in the development of
poverty in this case.
Poverty linked to rural and ethnic aspects have a strong dependence on regional cadres.
Thus, the idea that a national measure or policy might have the same impact is probably
not supported. Public policy interventions to favour one or other of the forms of territorial
mobility will most likely have a different impact in distinct regional frameworks.
The severe decline since 1990 in terms of day-to-day rural, urban, workplace deployment
has greatly contributed to rising community poverty in general and poverty in
communities with significant proportions of the Roma population in particular. The low
level of rural-urban mobility has a maximum impact in the North-East and Centre regions
and a minimal (but significant) one in the South-East region. As a result, public policy
efforts towards increasing rural-urban daily mobility for rural Roma in rural areas could
have a significant and extremely favourable effect on poverty reduction.
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Work abroad has a greater impact on reducing the poverty of Roma local people in rural
areas, especially in the Central and North-West regions. It is not clear why migration
abroad has no effect on reducing poverty in communities without Roma people in the
South-West region. In the same region, its effects on Roma communities seem to be
inverted, rising poverty. And finally, the return of migrants from cities to villages has a
strong negative impact on the poverty of Roma communities, especially in the North-West
region.

3. Minority Groups and Mobility Challenges
Another group faced with some challenges in terms of mobility, albeit of a completely
different nature, is the Hungarian minority. Even if they are generally mobile at the level of
professional upbringing with quite a few established business communities, there are
some groups (especially in Szekler, the region that includes the counties of Covasna,
Harghita and Mureş) faced in Romania with challenges in terms of mobility. Especially the
inhabitants of the counties of Harghita and Covasna, which are somewhat poorer, form a
compact group that remained relatively isolated.
It is, of course, normal for the Hungarian minority to want to preserve its identity and
cultural values, but sometimes politics plays a disproportionate role in an area where
markets should have more freedom of movement. In the long run, if people living in this
region will not be able to access the opportunities provided by the major growth centres
in Romania, they will face a significant drop in the general living standard.
The ways in which the Hungarian minority and especially the Szeklers can become more
mobile should be identified on a case-by-case basis and ideally should be supported by the
Hungarian political leaders of the community as well as by the Hungarian intellectuals. It is
important to understand that in an increasingly interconnected world, those who are the
least mobile are at risk of falling behind.
Another vulnerable group, which is currently far from the prospects of economic
development, despite the potential of its members, is that of people with disabilities.
Currently, in Romania, a person with a disability (though may be sparkling in a particular
specialization) is often pushed to addiction to public assistance and family members. For
such people accessibility to transport, education and adapted jobs is rare. Of a total of
700,000 people with disabilities living in Romania today, only 29,025 have jobs. Special
measures are therefore needed to encourage people with disabilities to move from
passive social status to active involvement in the labour market.

130

Figure 3. Distribution of the Hungarian population
Data source: National Institute of Statistics

4. Integration of Marginalized Communities
From a moral perspective, marginalization is simply unjust, in other words, a just society
should offer equal opportunities to all people, regardless of their ethnic origin, sex or
income.
At the social level, marginalization generates a lack of cohesion, lack of active involvement
and conflict. Typically, there are differences between majority and minority groups, which
in the long run aggravate the phenomena of segregation and discrimination. If, for
example, non-Roma children are prevented from sitting near a Roma colleague, they may
become reluctant, from a very early age, to the whole of the Roma community. Such
stereotypes are very difficult to change later, becoming part of public consciousness.
Marginalization also involves isolation, which means that contacts between people in
different communities are rare, either because of physical separation or bias.
The inhabitants of disadvantaged communities firmly believe that the system will never be
favourable and that they will have to resort to any kind of methods to succeed in life - and
success is often equated with enrichment. In such an environment, collective mobilization
and active involvement is a challenge. Society has failed to properly involve marginalized
communities. They rarely participate in the social life of their country, becoming very
sceptical at the start of any kind of initiative to integrate them. Disillusioned and deprived
of rights, most of these groups cannot effectively influence decisions taken at political and
administrative level, so that the most important changes to their condition depend on an
action or another coming from outside (e.g. through donations, NGOs etc.). Even if they
are worthy of praise and are based on best intentions, these types of interventions tend to
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be unsustainable in the absence of a strong involvement of local communities; thus, the
vicious circle of marginalization, discrimination and poverty may remain unchanged in the
long run.
In addition, there are important economic benefits from integrating marginalized
communities. Firstly, in Romania, the difference in employment with regard to Roma is
13% and the average salary level is over 60%.
Economic growth depends on two factors – the volume of labour and individual
productivity. From both perspectives, an inclusive growth that effectively involves
disadvantaged communities - including the Roma community – promises to (a) increase
the effective number of people employed in the economy and (b) generate significant
productivity gains in the members of marginalized groups, provided adequate and
accessible education and skills development programs are in place.
The economic benefits of integration could influence the most remote areas, increasing
GDP by at least 3%, and state budgets by 4%. In addition to the revived growth rates due
to a wider, more productive workforce, there would be fiscal benefits, with the state
receiving more income taxes. Estimates of economic benefits from the productivity of the
Roma population show that Romania would earn between € 887 million and € 3 billion per
year, while the tax benefits resulting from the higher taxes resulting from salaries would
amount to between EUR 200 and EUR 675 million per year. The variation of the above
amounts is explained by the differences in the estimated total number of Roma, but even
taking into account the lowest value, the potential gains are quite significant, especially for
a country like Romania, which has long been trying to expand tax base or attract more
money to the budget.
Some statistics suggest that the participation rate of Roma in the labour market (i.e. the
percentage of people employed or actively looking for a job) is higher than that of the
majority (84% vs. 75%), which implies that members of these communities want to work,
but they do not always find a job, which contradicts the false stereotypes deeply rooted in
the collective mentality. In a World Bank study, it is noted that most Romanians believe
that Roma do not have a job because they "are lazy and have no will" (66%), but also
because they "prefer to live off aid social "(81%). Only 35% of the interviewed subjects
attributed discrimination to the lack of jobs for the Roma, which once again emphasizes
the need to change public perceptions and to combat stereotypes with clear and real
information, as well as through awareness raising campaigns (e.g. only 12% of Romanians
of active age in Romania receive the benefits of the guaranteed minimum wage).
The greatest opportunities exist in the field of education, where the differences are quite
astounding: only 12% of Roma complete gymnasium or lyceum, compared with 75% of the
majority population of Romania. Solutions that are perfectly valid from an economic point
of view: Elementary calculations have shown that the investments needed to eliminate
the differences in education would be less than 30% of the tax benefits that would result
from the integration of future graduates into the labour market. In addition to social
benefits, only this should be an attractive proposal for any government.
Another study by the World Bank on stakeholder perceptions has shown that there is a
similar attitude among Roma and non-Roma regarding the perceived benefits of inclusion.
Among the main areas identified, where inclusion had a positive "very important or quite
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important" effect, were social harmony (86% of responses), successful European
integration (79%), economic growth (69%) and fiscal stability (63%).
As mentioned, the Roma constitute only a part - even if a significant part - of the poor
population, but there are reasons to believe that the conclusions obtained apply even to
non-Roma members of marginalized communities. For example, disadvantaged groups in
general, whether they are Roma, non-Roma or mixed (as is often the case), have some
common features: high poverty rates, fertility rates, middle age low access, inadequate
access to the education and health system or employment opportunities, etc.

5. Integrated Solutions for Inclusive Growth
Even if there is a broad consensus on the need to address the issue of marginalization and
the benefits of integration, there is no universal solution for achieving these objectives.
What has shown decades of repeated attempts and experiments was that interventions in
an isolated sector are unlikely to succeed. In other words, solving the problems faced by
marginalized groups can not only come from ensuring quality institutions and
connectional infrastructure.
This task is not easy especially for a developing country such as Romania, where budget
resources are limited, and the problems of marginalized groups rarely come to the
forefront of the political agenda. In some cases, discrimination and social stereotypes
discourage decision-makers from acting in favour of disadvantaged communities for fear
of losing political support from majority groups.
The most important principles that should underpin efforts to promote inclusion-based
growth have already been reflected in EU documents.
First of all, the issue of identifying and targeting appropriate interventions to combat
marginalization should be their foundation. This is based on the idea that measures
targeting the general population (e.g. infrastructure, basic services, functional markets,
etc.) do not respond effectively to the specific challenges faced by disadvantaged
communities. The issue is that information on marginalized communities is limited, and
their gathering is difficult because of the reluctance of subjects to offer them, especially
when it comes to declaring ethnicity, a consequence of the widespread phenomenon of
discrimination. Efforts such as the mapping of micro-poverty are commendable and should
be continued so that policy-makers can respond to the fundamental question "Who are
and where are marginalized communities?".
Secondly, there should be sufficient, dedicated and transparent funding for inclusionenhancing initiatives. On the one hand, the EU has increasingly focused on prioritizing
social investment (e.g. from the European Social Fund - ESF and from the European
Regional Development Fund - ERDF), and the EC has proposed that at least 20% of the
funding for "People, jobs and social policy reform" of the ESF to be devoted to social
inclusion. In addition, Member States are encouraged to complement the EU Structural
Funds with funds from national budgets in order to increase the impact and to cover the
very large needs of marginalized communities. In conclusion, regardless of their source,
there is a need for dedicated funds for these types of intervention, with a transparent
allocation and specific objectives.
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Thirdly, the integrated approach is the best solution for promoting the sustainable
inclusion of marginalized communities. Developing or equipping schools, providing public
service infrastructure and road construction have their limitations in opening up access to
various opportunities. Similarly, it is not appropriate to provide water and sanitation
networks if potential users can not afford to pay for the provision, operation and
maintenance of these services, and the conclusion is as clear as possible: strict focus on a
single sector eg building houses or streets) without a wider understanding of the
challenges faced by each marginalized community will not have a lasting impact.
Fourthly, active involvement is essential: the most appropriate types of integrated
measures must be developed and implemented in close connection with the communities
in sight. A participatory approach that stimulates ownership and responsibility is usually
preferable to top-down interventions that may have a short-term effect but which, in the
long run, fail to eliminate the primary causes. Active involvement is a challenge as
challenging as it is. Recent studies have shown that members of disadvantaged groups
show a low degree of social cohesion and organization at a collective level, lacking
confidence in the good intentions of those outside or within these communities.
Therefore, there is much work to be done on the involvement of marginalized groups at all
stages of a project: from designing the project and prioritizing needs to implementation,
monitoring and maintenance. Sometimes, there is no need for a change of mentality, from
the passive state of helplessness to proactive action, which is a possible if appropriate
opportunity to engage with the concrete results and assumption of ownership of the
interventions. Often, specific courses are needed to give the members of a marginalized
group the tools to apply for funding and to participate in project implementation for the
benefit of their entire community.
Finally, adequate monitoring and assessment (M & E) is essential to identify and replicate
good practice, and to promptly address any problems that may arise. The stake is simply
too great in terms of the potential benefits of these interventions - compared to the costs
of inaction - and there is also an imperative need to keep the credibility of such efforts. As
noted above, members of marginalized groups tend to be more sceptical about the
"system" as a whole, so the margin of error is particularly limited at the outset, when trust
in "outsiders" is small, given lack of longer relationship or proven results. Detailed details
of the modalities of direct involvement of project end-beneficiaries in M & E activities
need to be explored in detail, but they will vary widely depending on the capacity of selforganization of a community. As the active involvement increases and the participation
rate improves, M & E will become the key area in which community members can play an
active role.
Beyond these broader principles, it is important to reach a consensus on the main areas in
which to address the problem of marginalization. The EU framework for the integration of
marginalized groups by 2020 defines clear objectives, which focus on the concept of
access to: education, employment, healthcare and housing. The Romanian government
strategy on the inclusion of marginalized groups generally follows the structure of the EU
framework (education, jobs, healthcare and housing), adding the elements of "culture"
(i.e. the preservation of specific values of minorities, language, cultural heritage etc.) and
social infrastructure (i.e. child protection services, justice and public order, community
administration and development).
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Overall, all these strategies are comprehensive and addresses most of the challenges
faced by marginalized groups, perhaps only with the connection infrastructure and urban
planning. These are important components that guarantee access to employment,
education, healthcare and housing, and can play an important role in reducing
discrimination.
Overall, solutions to combat marginalization are neither easy nor fully secure. The guiding
principles are intended to serve as a foundation for government initiatives in this area, in
the wider context of Romania's economic development efforts that promote sustainable,
inclusive growth. One aspect deserves to be reiterated: the development of a society is
aimed at all its members, and the marginalized groups from all over Romania have the
potential to bring huge benefits to the country's long-term development.
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Introduction
Ethics deals with the question of how morality and economy relate to each other and how
they can be brought together. Such a program is likely to be met with scepticism, but the
two societal areas follow their own laws and seem to have more divergences than
similarities. While ethics is associated with moral ideals or moral desire, economics is
about shareholder value, costing, or exchange rates. If one now focuses on the
respective functional logic, then ethics and economics seem to be in opposite directions.
Economic is forcing on what does not seem to make good ethics: self-centered behavior,
the pursuit of profit or the creation of inequalities. It therefore raises the question of
what is the task of business ethics. At first glance, one might well be inclined to
regard the domestication of the economy as an original task of business ethics in order to
put the economy in a certain degree in check. In fact, there are economic ethical
approaches that follow this thrust. [1].

1
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1. Understanding of Corporate Ethics
1.1. Definition of Corporate Ethics is a subarea of business ethics and is a branch of
applied ethics, which deals with questions of responsibility of companies and their
employees (Corporate Social Responsibility).
The term "corporate social responsibility" became popular in the 1960s and has remained
a term used indiscriminately by many to cover legal and moral responsibility more
narrowly construed.
Business Dictionary defines CSR as "A company’s sense of responsibility towards the
community and environment (both ecological and social) in which it operates. Companies
express this citizenship through their waste and pollution reduction processes, by
contributing educational and social programs and by earning adequate returns on the
employed resources." [1]
Corporate ethics takes non-economic goals in the calculus of a company and is thus a
modification of the company's goal of maximizing profits. This will only be pursued if it is
to be reconciled with the social, environmental or other standards of a company.
However, corporate ethics also implies that companies engage in society and social
activities, even if this commitment has nothing in common with its economic activity
dealing with the relationship between business profit-seeking and moral ideas in the sense
of social responsibility. This issue concerns, for example, areas such as environmental
protection, child labour, the recognition of trade union rights and corruption. Under the
term corporate social responsibility, many companies have now implemented
corresponding concepts.
1.2. Increasing Importance of Corporate Ethics
If companies violate widespread notions of social responsibility with their business
strategy or with the actions of individual employees, this can lead to a significant loss of
reputation. Violations of environmental standards, production abroad with child
labour, anti-union corporate policy and the like can not only have negative
consequences with official investigations.
In many cases, they do not take direct consequences because those responsible do
not violate the laws in certain countries for example in the developing countries. The
indirect consequences of the public, on the other hand, can become disastrous. For
example, criticism can lead to a loss of revenue or to legislative measures that are
not in the company's interest. Pressure groups such as environmental groups and trade
unions can use campaigns to mobilize a public for boycotts or other forms of protest.
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Figure 1: Corporate Social Responsibilities

In recent decades, society has become more aware of many issues, such as ecology and
child labour, so that such actions can put more pressure on the companies concerned than
in the past.
The field of business ethics is very complex and includes many tasks about success and
moral principles. It is no longer just a question of legitimising economic action through
certain ideas and common values, but of a continuous learning process in order to make
the company fairer and more environmentally friendly internally and towards third
parties, always taking consideration of the interests of the respective stakeholders.
Companies are at odds with corporate success and profit and compliance with selfimposed or statutory guidelines. The following areas are among the main fields:
• Environmental protection
• Education
• Social standards and working conditions of internal and external employees
• Support for social institutions
• Anti-corruption measures
• Volunteering
• Arts, Culture, Sports
• Human rights
• Integration programme
1.3. The Implementation Problem
When a company opts for an active corporate social responsability (CRS) policy, this is
usually done for different reasons. One of these is possible profit increases through a
sustainable improvement of the corporate culture and actions. However, it is not easy to
enforce your own ethics concepts, but it is important to observe clear definitions of tasks,
adherence to schedules, etc. To make matters worse, European and national institutions,
starting with government bodies, are constantly adapting binding directives to current
requirements. In 2014, for example, the European Parliament and the EU Member States
agreed on new requirements for CSR reporting requirements for capital market-oriented
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companies, credit institutions and insurance companies. Networking and investment
abroad are often a problem for the implementation of sustainable facilities. Many
countries also lack the authority or negotiating basis to enforce the directives against large
corporations. The voluntary nature of the CSR system shows many advantages, such as
individual plans and adapting to your own company, but without targeted control, hardly
any CSR measure has a lasting effect. This is nowadays quite asked and wanted by society.

2. Advantages of Corporate Social Responsibility
The ability to have positive impact in the community. Keeping social responsibility front of
mind encourages businesses to act ethically and to consider the social and environmental
impacts of their business. In doing so, organisations can avoid or mitigate detrimental
impacts of their business on the community. In some cases, organisations will find ways to
make changes in their services or value chain that actually delivers benefits for the
community, where they once didn’t.
It supports public value outcomes. Put simply, public value is about the value that an
organisation contributes to society. A sound, robust corporate social responsibility
framework and organisational mindset can genuinely help organisations deliver public
value outcomes by focussing on how their services can make a difference in the
community. This might happen indirectly, where an organisation’s services enable others
to contribute to the community, or directly through the organisation’s own activities, such
as volunteerism and philanthropy.
It supports being an employer of choice. Being an employer of choice typically translates
into the company’s ability to attract and retain high calibre staff. There are ways to
approach being an employer of choice, including offering work life balance, positive
working conditions and workplace flexibility. Studies have shown that a robust corporate
social responsibility framework can also help a company become more attractive to
potential future employees who are looking for workplaces with socially responsible
practices, community mindedness and sound ethics.
It encourages both professional and personal development and many aspects of CSR
behaviour are good for society (such as reputation, human resources, branding and
facilitate the search for new communities) and legislation and corporate involvement in
community education, employment and homelessness programmes.
Providing employees with the opportunity to be involved in a company’s socially
responsible activities can have the benefit of teaching new skills to staff, which can in turn
be applied in the workplace. By undertaking activities outside of their usual work
responsibilities, employees have the chance to contribute to work and causes that they
might feel passionate about, or learn something entirely new which can help enrich their
own perspectives. By supporting these activities, organisations encourage growth and
support for employees.
It enhances relationships with clients and companies would know what is expected from
them, aiming equal conditions of competition.
A strong corporate social responsibility framework is essential to building and maintaining
trust between the company and clients. It can strengthen ties, build alliances and foster
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strong working relationships with both existing and new clients. One way this can be
achieved is by offering pro-bono or similar services where a company can partner with
not-for-profit organisations to support their public value outcomes, where funds or
resources may be limited. In turn, this helps deliver public value outcomes that may not
have been delivered otherwise. The wider community would benefit from this, as the key
issue of underdevelopment around the world. [7]
Environmental benefits by creating a life-saving economy by greater use of
renewable resources and greater material recyclability and better product durability and
functionality.
It would help to reduce the over-exploitation and corruption. It could help to
improve profitability, growth and sustainability. Some areas, such as downsizing,
could help to balance between companies and their employees.
Rogue companies would be more difficult to compete by lower standards.
People and companies have a willingness to reason Ethics as a basis and prerequisite for
all economic action (economic success and ethics are compatible)

3. Challenges of CRS
If natural resources continue to degrade at the current rate, this the base of the economy
will get destroyed, as well as our livelihoods and those of the next generations. In 2006, a
group of some 1.400 scientists warned that, among other things, they have
been researching the global state of natural resources for the United Nations for many
years. Their result: The habitats that supply the necessary resources for the production of
food and consumer goods as well as clean air and water are irrevocably damaged.
As far as experts say, there are no significant changes in the economies and ways
of life of the industrialized and emerging countries.
As a result, over the next few years and decades, businesses face numerous and often
interwoven mega-challenges: climate change (control and adaptation), scarcity of
resources (fossil fuels, water, metals, soil), increasing shortage of drinking water, loss of
biodiversity ( Biodiversity) as well as increasing poverty and hunger as well as
demographic change.
Companies have a lot to do with it. Because the lifestyles of consumers in industrialized
countries as well as the companies that produce the products for these lifestyles
contribute to the problems. Through globalization, companies have at least as much, if not
greater, influence than politics on economic, social and environmental conditions around
the world, say scientists from different institutions. Companies build factories, roads and
sales offices, employ hundreds of thousands of people and buy large parts of their sales
from local suppliers. Even small and medium-sized companies take influence, indirectly
through suppliers and retailers. The social and environmental impacts are sometimes felt
even in remote regions of the world. [4]
• Consumers are becoming very aware regarding corporate social responsibility plans
that have absolutely nothing to do with actually improving or benefiting the environment
around them and instead are simply PR ploys to grab positive attention.
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• This will have a disastrous impact on the trust and rapport you have with your
market and may even trigger significant backlash against your company – even from
customers that previously ranted and raved about your business in a very positive light.
• Costs related to corporate social responsibility programs can also get pretty significant
without much warning, and you will have to be aware of these issues before you dive right
in. More and more companies are taking on bigger projects than they can handle and their
budgets are feeling the pressure [5]

Conclusion
In many cases, companies with unethical actions maximize their profits. Corruption,
for example, secures orders, and low wages reduce their production costs. Accordingly,
there is a tension between profit-seeking and morality.
However, unethical economics can also jeopardize profits if a company is at least a part of
the public. Increasingly, companies are even explicitly advertising the assumption of social
responsibility. Environmental protection or the renunciation of child labour can open up
new sales potential in a sensitized society.
The aspect of corporate ethics is not only related to consumers. Ethical action also has a
positive effect on the recruitment of new employees. Many qualified jobseekers pay
attention to the reputation of potential employers. Ethics are also particularly important in
the case of public limited companies when it comes to advertising for shareholders.
The basic problem of business ethics is that morally motivated inputs and benefits
of individuals or companies can lead to serious disadvantages in competition,
including exclusion from the market, resulting in a loss of benefits, provided that there is a
loss of benefits. the increased costs do not face any verifiable advantages. Under
competitive conditions, therefore, morality and self-interest often look as if they are
in a dualistic contrast to each other. [5]
Ethical investment strategies are becoming increasingly popular, as can be seen from the
many ethics funds. If companies are unable to meet the ethical criteria of such funds, this
may result in a below-average development of the share price.
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Abstract: Tourism is a leading dynamic industry which significantly contributing to
economy and provides a wide range of benefits to societies. Tourism along with ICT
creates a new picture of tourism industry introducing the sharing economy. Every
aspect of the tourism industry should operate under carrying capacity framework.
The scope of this paper is to determine the methodology of the negative impact
that Airbnb phenomenon has in the city of Thessaloniki. More in detail, the paper
starts from an analysis of the sharing economy model and its biggest online
platform Airbnb. Then the paper, illustrates how sharing economy and Airbnb had a
strong impact on the destination life cycle and its destination’s carrying capacity as
well. Finally, a quantitative research presented on how Airbnb affects the social
carrying capacity of Thessaloniki by making hard to find houses and the costs of
renting are in high percentages. The results of the research are that the problem
arises between the Thessaloniki residents’ trust of towards Airbnb. The use of social
carrying capacity indicators is an urgent need to deal with the problem.
Keywords: Sharing economy; Airbnb; Destination life cycle; Carrying capacity;
Structural Model Equation; Sustainability.
JEL classification: M00

Introduction
Tourism is a global phenomenon, a powerful economic activity that is constantly
increasing. Undoubtedly, it is an interdisciplinary, social, political and an economic
phenomenon which highly contributes in both nationally and globally growth. Tourism
along with the Information and Communication Technologies (ICT) create a new picture on
tourism industry, especially with the introduction of the sharing economy as new
opportunities are introduced to the tourist industry through online short-rental platforms.
12
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1. Literature Review
1.1 Sharing Economy
Sharing economy is defined as an economic form that we often encounter as “peer to peer
(P2P) economy” and “collaborative economy” as well, has attracted a great deal of attention from the tourism industry, because of the massive growth of the business platforms
that based on this economic form [Heo & Blengini, 2019]. Avdimiotis in 2019 defines the
sharing economy as “Sharing Economy, is stemming from market digitalization and service
customization, generating new opportunities of exchanging goods and services, between
the peers of open platforms allowing economic, environmental and social benefits to various sectors connected to the Tourism Industry”. The coexistence between tourism and the
sharing economy greatly increases the use of Internet, online distribution channels and
social media, as a result the individuals led to organize their holidays and become their
own travel agents.
1.2. Airbnb and Destination Life Cycle
A noticeable example of a sharing economy platform in the tourism industry is Airbnb.
Airbnb was established in 2008 in San Francisco, and soon it was expanded rapidly worldwide. At the present time, the company has 31 offices all over the world and a portfolio of
more than 6 million listings in 81000 cities in 191 countries. Airbnb’s intent is mainly “to
create a world where anyone can belong anywhere, providing healthy travel that is local,
authentic, diverse, inclusive and sustainable” [Avdimiotis, 2019; Airbnb, 2019]. The expansion and the growth of Airbnb has given the opportunity to developed services like travel
experience offering listings just like short-term rentals, B2B collaborations to increase the
travel experience in the destinations via activities and social responsibility initiatives. Furthermore, it is vital the exploitation of underutilized dwelling via short term rental online
platforms, because it ensures the increase of capacity for the destination and increase the
good relationship between hosts and guests. However, has not been formed yet an integrated set of regulations for sharing economy’s short-term rental businesses. As a consequence, traditional hospitality along with tourism organizations and stakeholders face
several negative affects when it comes to legislation, taxation and competition with the
online short-rental platforms.
Concerning sustainability development, Advimiotis and Tilikidou [2019] estimate that any
destination has a life cycle, which depends on the expansion of current infrastructure, the
tourism model that the destination has and the amount of the visits the destination could
handle. Destination life cycle contributes to the destination’s characteristics when it
comes to the local tourism industry and carrying capacity. Sharing economy and Airbnb,
had a very strong impact on the destination and destination’s life cycle as well (Figure 1).
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Figure 1: Airbnb and Destination Life Cycle
Source: Avdimiotis & Poulaki 2019

1.3. Carrying Capacity
Carrying capacity applied in tourism industry in order to understand the maximum number
of tourists that a destination can bear without deteriorating its quality [Candela & Figini,
2012]. The definition of carrying capacity has successively been defined by the UNWTO,
for which the carrying of a tourism destination is the maximum number of people that
may visit a destination at the same time without adversely affecting its environmental,
physical, economic, socio-cultural characteristics, and at the same time without negatively
affecting the level of satisfaction of tourists [Kennell, 2014; UNWTO, 1981]. Carrying capacity is affected by two groups of factors, which are the characteristics of the tourists and
the characteristics of the destination and its residents [O’Reilly, 1986]. To measure carrying capacity, it is vital to provide useful indicators to appropriate decision makers in order
prevent the negative effects from tourism activity and to preserve the sustainability for
the future generations.

2. Research and Methodology
The research intends to investigate the impact that Airbnb phenomenon has on the carrying capacity of Thessaloniki. The overall structured questionnaire was a synthesis of three
sections, each one consisted of an adequate number of 5-point Likert scaled questions,
with answers varying from 1 = Absolutely Disagree to 5 = Absolutely Agree.
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To implement the designed research a sample of residents of Thessaloniki were
questioned during a one-month period (September to October 2019). The contact
methodology was based on email, where the respondents completed the questionnaire
via Google Forms. A total of 220 questionnaires were collected for data analysis.
The employed statistical method used to analyze the outcome of the survey was Structural
Equation Modeling. SEM is not merely a single statistical technique, but a set of analytic
tools that utilize covariance matrices to address model hypothesis. Furthermore, SEM
provides a series of statistical methods that allow the association between one or more
independent variables and one or more dependent variables. According to Valluzzi et al.
(2008) SEM, as a mathematical technique, enables the analyst to proceed to quantitative
estimates of model parameters and to estimate goodness of fit of the theoretical model.
In this research, Structural equation modelling (SEM) was used to contact (i) a
Confirmatory Factor Analysis to determine the number of factors that “explain” a variable,
and (ii) a path analysis, to represent reliably and conveniently, the structure and the
factors relationships among the variables the impact of Airbnb phenomenon.
2.1. Results-Measurement and Model Evaluation
Due to potential conceptual and statistical overlap, an attempt was made to produce a
tight set of distinct non-overlapping variables from a set of items underlying the construct.
Consequently, the variable of Airbnb was subjected to Confirmatory Factor Analysis (CFA)
using SPSS software v.24, to determine the underlying the dimensions of the Airbnb
impact on Thessaloniki’s carrying capacity. The KMO and Bartlett’s test of sphericity was
used, along with varimax rotation. The KMO value was .881, with Approx. Chi-Square
1471.950, df 91 and <0.000 Sig. The loadings where situated above 0.70; therefore, no
items were excluded, explaining 70.08% of the total variable. CFA yielded four factors: i)
Environment, ii) Security, iii) Housing and iv) Friendliness. The Confirmatory Factor
Analysis was completed using SPSS Amos v.24 software. Environment had a .275 with
Security and .358 with Housing. The Security had .098 with the Housing and .268 with
Friendliness. However, there is a negative correlation between the Environment and
Friendliness.
The overall Cronbach’s Alpha reliability test was .883. Concerning of the overall model, the
relevant statistics indicate an acceptable fit of the measurement model. Furthermore, the
model showed an acceptable CMIN/df of 2.491. According to the following criteria, in
which occurs that x2/df < 5, CFI > .9, GFI ≥ .8, AGFI ≥ .8 and RMSEA < .6, these values have
an acceptable fit (Bagozzi and Yi, 1988). Especially, the model achieved a Root Mean
Square Error of Approximation (RMSEA) of .083. Moreover, the model produced a
Comparative Fit Index (CFI) score .924 and an Incremental Fit Index (IFI) score .925.
In particular, the factor Environment had a positive and significant association with the
factor Security of .28 and pvalue .000, with the factor Housing there is a significant
association of .36 and pvalue .000 as well. Moreover, the factor Security had a strong
association with the factor Housing of .010 and pvalue .000. Furthermore, the factor
Friendliness had a positive and significant association with the factor Security and the
factor Housing of .27 and pvalue .000 for Security and .10 and pvalue .000 for Housing
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respectively. However, the factor Environment had a negative correlation with the factor
Friendliness (-.23 and pvalue .000)

Conclusion
Tourism is a leading dynamic industry which significantly contributing to economy and
provides a wide range of benefits to societies. Tourism along with ICT creates a new
picture of tourism industry introducing the sharing economy. Every aspect of the tourism
industry should operate under carrying capacity framework. Defining indicators, limits,
taking actions and planning policies for sustainable development could help to deal with
the problem which the residents of Thessaloniki have with the Airbnb in the matter of
trust against the company. According to the research, the environmental factor correlates
with the safety factor, so as the environment changes, so does the safety. Additionally, as
the housing problem intensifies negatively in terms of rental costs and in the ease of
housing access, the problem of environmental and safety factors will increase. Finally, the
results of the research are that the problem arises between the Thessaloniki residents’
trust towards Airbnb. The use of social carrying capacity indicators is an urgent need to
deal with the problem.
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Abstract: In today's age the internet has created new ways of communication and
has provided opportunities for different ways of approaching business. One of
these new ways of interacting is the common economy, which offers a range of
possibilities for the shared use of available resources by consumers. These
capabilities have also created new business opportunities and models, one of which
being Airbnb, where website visitors can book and comment on accommodation
they have stayed around the world. This new form of accommodation, as expected,
has attracted research interest, and especially for Greece where tourism is a major
developmental axis, it is necessary to explore it in a range of dimensions. Based on
this fact, the purpose of this research effort is to investigate the motivations and
reasons for selecting Airbnb accommodation from Greek consumers. To meet the
objectives of the survey, a quantitative survey of primary data was conducted using
a questionnaire, a sample of 139 Airbnb visitors, and among others the results
showed that staying in an Airbnb accommodation was more than comfortable, as a
genuine local experience, a unique experience, from the convenience of the
location and the modern ambience/decor. Also, the expected experience
satisfaction of renting an Airbnb accommodation was higher than the expected
customer experience satisfaction.
Keywords: Tourism; Airbnb; Participatory Economy.
JEL classification: M31

1. Introduction
The evolution of tourism in recent years has upgraded the role of tourism in the economic
and social development of many travel destinations. On this basis, special attention has
been paid to identify the particular characteristics of tourists and the factors that shape
their behaviour, in order to identify and form a consumer model. Subsequently, local
communities increased their attention in organizing the tourism product, tailoring specific
tourism products and services to meet different needs and desires of tourists. Moving in
this direction is the categorization of tourists into groups/categories based on common
characteristics and desires, that is, on the basis of the particular elements that constitute
their consumption pattern, which has a significant influence on tourism behaviour, size,
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frequency and type of tourism. One such category of tourists are tourists staying in Airbnb
accommodation, with this category claiming a large share in shaping tourism supply and
demand by directly influencing individual discrete state policies as well as private tourism
initiatives. Accommodation through Airbnb is increasingly an important part of the global
tourism market. Freelance travellers tend to travel more often and for longer than those
who plan holiday packages or stay in hotels.
The overall objective of the survey was to examine the motivations and reasons for
selecting Airbnb accommodation as well as to measure their satisfaction. Based on the
purpose of the research, the research design focused on the following basic research
questions:
1. What are the motives of tourists choosing Airbnb over traditional accommodation?
2. What factors/reasons, for choosing an Airbnb accommodation, predict the overall
satisfaction of guests staying?
3. Is there a statistically significant difference between the hired and expected experience
of staying in an Airbnb accommodation?
4. Is there a statistically significant difference in visitor experience depending on the type
of accommodation (Airbnb, Hotel 3 *, Hotel 4-5 *)?
5. Is there a statistically significant association between Accommodation Satisfaction on
Airbnb and Visitor Demographic Characteristics (Gender, Age, Education Level)?
This paper consists of four sections after introduction. The Literature review is divided in
two subsections. The first subsection deals with participatory economics and describes its
content, development and modes of operation. The second subsection analyzes Airbnb,
and presents previous research findings on the reasons why tourists are selected and the
various impacts of this form of rental accommodation on the tourist market.
The Methodology section refers to the field research carried out. Initially, there is a
detailed reference to the method chosen and the objective of the research that is set. The
latter is the theoretical reference to the data collection methods, the data collection tool,
the sample selection method and the data analysis methods selected. The next section
contains an analysis of the data obtained from the research carried out with the tables,
charts and statistics, and evaluates the results of the research both individually and
comparatively. Finally, the last section consists of the conclusions drawn from the
research, and the limitations of the research.

2. Literature Review
2.1 The Participatory Economy
To explore the concept of sharing economy, its content is first referred to in the online
environment, followed by the various dimensions/terminology of the Participatory
economy, such as collaborative consumption and access-based consumption. Sharing is a
key element of consumer behaviour that is largely overlooked, ranging from sharing
resources to households and family assets, to exchanging products, files or intellectual
property (Belk, 2010). Also, the concept of shared consumption is based on people's desire
for unity (Belk, 2014). More generally, participatory economics is not a new entity but has
been part of the business for many years as well as a research subject in many different
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disciplines such as anthropology, economics, and the environment (Puschmann & Alt,
2016). Different researchers tend to characterize the research subject in different ways
such as a new economic approach or a consumption trend (Puschmann & Alt, 2016). At
the business level, participatory resource allocation can range from sharing agricultural
machinery to renting a car or home (Puschmann & Alt, 2016). In recent years, different
ways of dealing between consumers and businesses have resulted in the continuous
creation of new business models, with their influence being observed in multiple areas of
entrepreneurship, forcing the consumer to pay attention to all the functions performed.
The Internet has contributed to the development of a participatory economy by offering
new opportunities for multi-level sharing and especially with the addition of e-commerce
(Schor, 2016). According to Schor (2016), the Internet can be seen as a general application
of sharing with participation and interaction being secured and taking place on technology
networks such as Airbnb.
Also, Puschmann and Alt (2016) emphasized that participatory economy and consumption
affects not only consumers but also other participants in the production and
transportation of a product, such as intermediaries and producers. The offered product
and service choices make it easier for consumers in their day-to-day lives as they offer the
opportunity to use products on a case-by-case basis by differentiating their choice from
the whole (Puschmann & Alt, 2016). In addition, intermediaries have the potential to place
their businesses on the market as product or service exchange platforms, thereby
increasing the added value of their products and maximizing profit (Puschmann & Alt,
2016).
According to Hamari et. al (2015) participatory economics are based on four specific
dimensions. At the first level, the researchers referred to Internet collaboration, which
includes online platforms where users are equitable and involved in the production and
consumption of information. A characteristic example is the social media that play an
important role in the production and transfer of information whether businesses are
online, physically active, or both. Researchers then characterize participatory economics
as part of society as it relies on interactions between consumers on a platform, with the
corresponding dependence on user participation (Hamari et al., 2015). At the business
level, users of one platform are simultaneously producers and consumers, thus minimizing
the role of marketers (Hamari et al., 2015). Also, Hamari et al. (2015) point out that
participatory economics is characterized by the exchange of electronic data and according
to Kaplan and Haenlein (2010) is defined as a process where technology allows the sharing
of resources to a greater extent than in the past. Finally, Hamari et al. (2015) report some
of the ideological concerns that emerge in the participatory economy and report that
'green' consumer behaviour has a significant impact on promoting cooperative
consumption.
The above dimensions characterize participatory economics as a phenomenon that occurs
primarily in social media and greatly facilitates content exchange. Also, the participatory
economy is characterized by the uniqueness of how to deal with the various social and
online reactions and influences. Finally, the literature review found that different
terminology was used for participatory economics such as "cooperative consumption",
"peer-to-peer" or "sharing economy" (Tussyadiah & Pesonen, 2016).
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2.2 Airbnb
Airbnb is much more than just a booking platform, as it integrates directly into many
aspects of the overall booking process, constantly improving its services. For example, to
further enhance security, Airbnb has introduced numerous mechanisms available to verify
users, including providing a formal photo ID, verifying a person's phone number and
linking their Airbnb account and Facebook profile LinkedIn (Airbnb 2016). In 2011, Airbnb
began offering its hosts access to freelance photographers whose images are verified with
Airbnb watermark, that is, the Airbnb faint-aired name on them, thus ensuring the
credibility of the accommodation (Clampet, 2014). In the same year, the company
launched a 24-hour hotline where visitors or hosts can call to report any problems
(Clampet, 2014). Subsequently, in 2013, Airbnb recruited the founder of a large hotel
business to lead its global strategy, with the responsibility to improve the visitor
experience by promoting specific standards in areas such as cleanliness, response time
and description accuracy (Geron, 2013).

3. Methodology
A structured questionnaire was developed to collect the survey data. The questionnaire
was based on Guttentag's (2016) study of why tourists choose Airbnb accommodation,
with the necessary query additions and improvements to meet all research objectives.
Finally, the questionnaire includes questions and question units that can be measured
with different scales (categorical and Likert 5 scales, where 1 = strongly disagree, 5 =
strongly agree).
The apparent validity of the questionnaire is confirmed by the fact that the selected
sections and questions come from the theoretical analysis that preceded it. The
questionnaire does not face validity as all questions and instructions are clearly worded
and the researcher was also present to resolve any questions. The reliability analysis
performed resulted in a Cronbach Alpha reliability coefficient of 0.883 = 88.3% for the
experience recruited and 0.840 = 84% for the expected experience, indicating a
satisfactory internal consistency of the questionnaires reliability.
The target population in this survey is Airbnb accommodation visitors. Respondents were
selected using the convenience sampling method in Thessaloniki with the aim of limiting
the sample to the potential characteristics of individuals in an area which may not allow
the results to be generalized, from 15 to 25 September 2018 and the questionnaire was
completed by 139 respondents.
The data analysis of the raw data research was performed using SPSS 23.0 statistical
analysis program. Frequency tables and bar charts were used to analyze the data and
present the results. Analysis of variance (ANOVA), Paired samples t-test, and Repeated
measures test were chosen to identify statistically significant correlations. The tests were
selected based on the level of measurement of the variables. Also, regression analysis was
used to form a predictive model to predict the satisfaction of guests staying in Airbnb
accommodation. The hypothesis testing procedure was used to identify the correlations
and was repeated for each pair of variables.
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4. Results
Looking for the reasons that someone would chose Airbnb it can be depicted that the low
cost is the first reason. The second antecedent is the size of the accommodation and the
location that is appropriate. The third is the facilities and then the familiarity of the
apartment the authentic local experience and other reasons. All 13 reasons and a
magnitude of their importance so that someone be able to put them in order can be seen
in Table 1.
Table 1: Reasons for choosing Airbnb
1=Strongly Disagree, 2= Disagree, 3= Neither Disa1
2
gree, nor Agree, 4= Agree, 5= Strongly Agree
Low cost
2.2 8.6
Location of the accommodation
2.2 7.9
Accommodation facilities
7.2 12.2
The size of the accommodation
2.2 7.9
Useful info from the Landlord
2.2 29.5
Familiarity of the accommodation
7.9 13.7
Unique experience
10.8 18
Authentic local experience
6.5 24.5
To meet authentic people
10.8 33.8
To stay in a non touristic area
13.7 20.1
Near to everyday life
7.2 23.7
Environmentally friendly
5.1 29.2
Give money to the locals directly
9.4 27.3

3

4

5

Mean

7.9
14.4
16.5
18.7
45.3
45.3
38.1
28.8
28.1
35.3
37.4
32.8
29.5

56.1
51.1
38.1
43.2
20.1
25.9
30.2
34.5
24.5
28.1
25.9
29.9
28.1

25.2
24.5
25.9
28.1
2.9
7.2
2.9
5.8
2.9
2.9
5.8
2.9
5.8

3.93
3.87
3.63
3.87
2.92
3.10
2.96
3.08
2.74
2.86
2.99
2.96
2.93

As can be seen from the table below in all dimensions of accommodation in an Airbnb
accommodation, the expected experience of the accommodation was higher than the
perceived guest experience. The Paired Samples t-test also shows that the expected
experience is statistically significant (p<0.05) with respect to all dimensions except
comfort, convenience of booking and ease of check-in/out.
Table 2: Means of the difference between the Perceived and the Expected experience
Paired Differences
Pairs of differences between
95% Confidence Interval
Perceived and Expected
of the Difference
Experiences for several
Std. Error
dimensions
Mean
SD
Mean
Lower
Upper
t
Pair 1
Cleanliness
-.19424
.70070
.05943
-.31176
-.07673
-3.268
Pair 2
Comfort
-.01439
.79842
.06772
-.14829
.11952
-.212
Pair 3
Easy to book
-.02158
.53117
.04505
-.11067
.06750
-.479
Pair 4
Check-in
.00000
.51075
.04332
-.08566
.08566
.000
Pair 5
Solving problems
-.24460
.75028
.06364
-.37044
-.11877
-3.844
Pair 6
Authenticity
-.55396
1.16204
.09856
-.74885
-.35907
-5.620
Pair 7
Security
-.38849
.81214
.06889
-.52470
-.25228
-5.640
Pair 8
Unique experience
-.20863
.83817
.07109
-.34921
-.06806
-2.935
Pair 9
Location
-.48201
.72584
.06157
-.60375
-.36028
-7.829
Pair 10 Luxury
-.67626
1.03711
.08797
-.85020
-.50232
-7.688
Pair 11 Environment
-.44604
.89421
.07585
-.59601
-.29607
-5.881

df
138
138
138
138
138
138
138
138
138
138
138

From the analysis of variance we concluded that there is no statistically significant
difference between the classes of the variable "gender" regarding satisfaction from
staying at Airbnb accommodation (sig. 0,271). Additionally, there is no statistically
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Sig.(2tailed)
.001
.832
.633
1.000
.000
.000
.000
.004
.000
.000
.000

significant differentiation between the classes of variable "educational level". They do not
differ with respect to accommodation in Airbnb (p=0,322). On the other hand, ANOVA
have shown that there is a statistically significant difference between the classes of
variable "age" that differ in satisfaction with staying at Airbnb accommodation, p <0.05.
Regarding the dimensions of Table 2, all have shown statistically significant differences (p
<0.01) between 3-star and 4-star accommodation. This indicates that the categorization
also gives a meaningful assessment among the accommodation on key parameters.

Conclusion
The results of the survey showed that in all individual dimensions of staying at an Airbnb
accommodation, the expected experience from the accommodation was higher than the
visitor experience received, with the difference being statistically significant with respect
to (among others) cleanliness, ease of troubleshooting, security, and uniqueness of
experience. Therefore, in conclusion Airbnb property owners should pay particular
attention to cleanliness, ease of troubleshooting, security and uniqueness of experience.
In particular, automation of some processes could improve the level of cleanliness,
through centralized management and utilization of information to reduce potential
problems. Still, perhaps better visitor authentication and collaboration with security
companies could improve the level of security, and with regard to the uniqueness of the
experience, features could be added in the form of benefits (e.g. local products - gifts on
arrival) that would differentiate the property from another alternative (e.g. hotel).
Compared to the other two types of accommodation, respondents stated that staying at
Airbnb was characterized by a greater degree of comfort, authentic local experience,
unique experience, convenient location and modern ambience/decor. On the contrary, 4
or 5 * hotels are characterized by a greater degree of cleanliness, ease of booking, ease of
check-in, ease of problem solving and luxury. Furthermore, the differences between types
of accommodation were found to be statistically significant in all dimensions examined
while overall 4-5 * hotels scored higher on overall Comparative Experience followed by 3 *
hotels.
As revealed by the statistical analysis, the satisfaction with staying at Airbnb
accommodation was found to be related to the age of the respondents, the older the
respondents being, the more satisfied they were with staying at Airbnb. Therefore, it is
understood that younger visitors have greater demands and should be based on
increasing their satisfaction. Still, no significant differences were found between men and
women and proportional to educational level.
The main limitation of the present study can be considered the sample size (139
respondents), which may potentially create problems regarding the generality and
representativeness of the results. Therefore, a future research should gather a larger
sample to verify the results. As another limitation, the absence of a sampling frame can be
considered as the complete and universal representativeness of the sample cannot be
assured.
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Abstract: The management performance is, probably, the main condition for an
organization’s success. Management performance in organizations is related and
could be increased by using different methods, such as: personal development plan,
creating an organizational culture for performance, regular meetings and
discussions, direct communication with employees, offering employees’ feedback
and others. Nevertheless, in the last decades, different authors consider that the
management performance could be expressed in terms of coaching. This paper is
aiming to review and synthesize the main literature regarding the concept of
coaching, to underline some of the management performance tools and models
and to propose a conceptual process to increase the management performance by
coaching. The methodology of research is based on the literature review and our
own experience and judgments.
Keywords: organization, management performance, coaching, coaching culture,
employees, management performance process.
JEL classification: M51, M54

Introduction
In the current conditions of globalization, in which the environment of the organization is
constantly changing, achieving success, and therefore the performance of the
organization, becomes a continuous challenge. Any organization is looking for
opportunities to continuously improve its performance and of course its competitiveness
in the market.
There are a number of methods to increase the performance of the organization, among
which: personal development plan, creating an organizational culture for performance,
regular meetings and discussions, direct communication with employees, offering
employees’ feedback, coaching and others.
Nevertheless, coaching is one of many different human resource development practices
that can help firms create an advantageous position with respect to competitors [Utrilla et
Spiru Haret University, 7, Turnului st., Brasov, 500152, Romania
Tel: +40268 548044, Fax: + 40268 548022, Email: mgm_elena.doval@spiruharet.ro
3
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al, 2015]. According to O’Connor and Lages [2019, p. 44], the coaching is a partnership in
which the coach (mentor) helps the participants (clients) to reach their maximum
potential and to produce the results he or she wishes in life and in the workplace.
Managers and supervisors might propose coaching as a developmental intervention for
their staff (and in this sense, coaching might be considered a part of performance
management processes), but to fit with the relational definition of coaching, the
developmental relationship that facilitates learning and development would be with a
coach, rather than the manager or supervisor [Johns et al., 2019].
However, when good coaching is practiced, the whole organisation will learn new things
more quickly and therefore can adapt to changes more effectively [Redshaw, 2000].
Frequently, companies apply coaching as a part of their leadership development activities
[Passmore & Fillery-Travis, 2011].
Coaching leadership incorporates a number of coaching techniques and practices in the
managerial/leadership role. The major difference between coaching in organizations
conducted by a professional and certified coach and a coaching leader is that the latter are
not limited in their focus upon coaching alone, but are required to function as managers
and leaders as well [Ricciardi et al., 2015].
Managerial coaching highlight its potential to enable line-managers to fulfil their
leadership function through developing and harnessing the skills, knowledge and abilities
of team members to deliver motivated and effective performance [Purcell and
Hutchinson, 2007; Harney and Jordan, 2008; Gould-Williams and Gatenby, 2010].
In this context, the paper focuses on emphasizing the importance of coaching in increasing
the performance of the organization, of course through the performance of its staff. To
achieve this objective, the paper is structured in three parts: the concept of coaching, the
management performance and the management performance process base on coaching.
The first two parts represent a summary of the literature review, and the third part is the
own contribution resulting from our experience and judgments.

1. The Concept of Coaching
Coaching is a “process to build the relationship which has been set up by management
which allows managers to manage employees by coaching and this occurs at all levels
within an organization” [Clutterbuck and Megginson, 2005].
However, coaches generally avoid providing instructional or prescriptive solutions to
clients, because as highlighted above, they are often not technical experts in the
participants’ occupational area of specialty [McAdam, 2005]. The relational nature of
coaching provides an individual, customized feel to coaching, with coaches providing
candour, and honest feedback to the client in relation to their performance and behaviour
[Sherman and Freas, 2004].
Coaching has two forms: (1) performance based, that focuses on practical and specific
business issues and (2) in-depth coaching, that explores personal values, motivations, and
even family issues [Thach, 2002].
Good coaching is a skill, maybe an art, which requires a deep understanding and a lot of
practice to showcase its amazing potential [Whitemore, p.21].
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Coaching produces results largely due to the strong working relationship that is formed
and the means and style of communication used. The one who benefits from coaching
acquires information and develops new skills and habits, but not because he is told to
teach, but by discovering them from within, being stimulated by coaching. The ultimate
goal is to improve performance [Whitemore, p.29].
Although the term coaching may be used to refer to a variety of one-to-one development
activities, there is some emerging consensus about what constitute the core features or
elements of coaching [Jones et al., 2019]. These are:


formation and maintenance of a helping relationship between the coach and his
client;



a formally defined coaching agreement or contract, setting personal development
objectives;



the fulfilment of this agreement (i.e., achievement of the objectives) through a
development process focusing on interpersonal and intrapersonal issues;



striving for growth of the participant by providing the tools, skills and opportunities
they need to develop themselves and become more effective.
However, coaching may create a special organizational culture. This involves calibration,
observation, ascertaining and listening [O’Conor & Lages, 2019, p.139-140].
The coaching culture is one of the most important elements to motivate employees to
work hard and achieve better and increased job performance. Many factors have been
considered to influence in creating a coaching culture, however, this research informs
manager commitment, link between business strategy and developmental focus,
recognize and reward coaching culture behaviours, training for coaches and learning and
development opportunities to have relationship in creating a coaching culture [Mansor et
al., 2012].

2. The Management Performance
Performance management is the continuing process of communication between managers
and employees, with the mutual goal of accomplishing the strategic goals of the company.
It is the foundation for employee performance and engagement in any organization that
wants its employees to reach their maximum potential and boost their productivity and
success. In general, the concept of performance management is a cycle consisting of three
major elements [Rimon, 2017]: performance planning, performance coaching and
performance review.
Performance planning: The first step is establishing goals and objectives, which will be the
target employees want to reach and will mark the desired state they wish to arrive to.
Each individual’s goal should support and be aligned with organizational goals, and the
more detailed the performance planning is, the better chances are for the goals to be
achieved. This helps employees understand how and what to spend their time on, and
how to allocate their efforts between special assignments and on-job duties.
Performance coaching: The core purpose of this step is to provide regular feedback on
performance during the whole year, and at the same time providing direction and support,
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and coaching employees to modify performance and increase exercise where necessary.
Every single employee is different from another – he may be working on different tasks,
proficient in other skills and needs support in other areas. Therefore, managers need to be
aware of the different necessities of employees and coach them in a way that meets their
personal needs. This step is extremely important for empowering employees, maintaining
an encouraging dialogue with employees and leveraging their success.
Performance review: Here employees receive feedback. Feedback should include both
recognition of the employee’s strengths and discussion about the challenges that require
improvement and more coaching. After that was being done, new plans for further
development can be built. Those plans should as well be clear and measurable, and they in
fact represent the beginning of the whole process again.
The literature offers different models of performance enhancement in organizations. Of
these we mention:


The Coaching Feedback Model. This technique would apply to a conversation
about an action, a project, behaviour, a staff appraisal, or any situation where
people are being asked to reflect on their personal performance [Wilson, 2017].



The FUEL model, comprising four steps: F – Frame the conversation; U –
Understand the current state; E – Explore the desired state; L – Lay out a success
plan [Zenger and Stinnett, 2010].



The Permission Protocol. Asking permission can be effective at a number of levels:
conflict, being heard, feedback, boundaries and harmony [Wilson, 2017].
The most popular model is The Grow coaching model [Whitmore, 2019] (figure 1).

Figure 1: The Grow coaching model
Source: adapted from Whitmore (2019) Coaching for Performance, p. 155.

A coaching model provides a framework for a coaching session, a conversation or a
meeting. It enables us to keep moving forward towards positive solutions and
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achievements. The GROW sequence illustrates the solution focus of coaching and breaks
down like this [Wilson, 2017]:
Goal: Identifying what we want to achieve puts us on the path to accomplishing it by
focusing on the solution rather than the problem.
Reality: This is an exploration of the client’s world at the moment. Time spent here helps
people get clear about what is happening and how it affects themselves and others. It
provides an opportunity for viewing issues from different perspectives.
Options: The participants will move naturally towards the Options stage as their Reality
becomes clearer by putting questions. This question often results in new options and can
be asked as many times as it continues to deliver results.
Will: It covers what action the participants will take. It is called ‘Will’ rather than ‘Action’
to stress that we must ensure that the action is one the client can really commit to.
It is crucial to understand that the components of „Grow” do not necessarily follow that
order; an effective coaching conversation usually starts by exploring Goal and Reality, but
then moves about between all four elements at will.

3. The Management Performance Process
Based on the different opinions offered by the literature, some of which have been
explained above but also on the observation of managerial practice, a conceptual model of
management performance process based on coaching is proposed (figure 2).

Figure 2: The management performance process based on coaching

Organization's goals & objectives: The tasks of each employee derive from the general
strategy of the organization, which includes the general goals and objectives.
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Individual's tasks and expectations: based on the job description, individual tasks and
expectations regarding commitments and successful completion of tasks are established.
Performance metrics: personalized performance indicators are established for each
employee that must be in line with the organization's goals. These indicators can be
quantitative and or qualitative.
Coaching: Employees come to the organization with a series of knowledge and
experiences. These must be developed according to the tasks received and the
performance expected from the managers. Personal development is achieved through
learning, accumulation of knowledge and coaching. Coaching can be received from the
manager or supervisor, but also from an independent coaching, if the organization uses
this method. Through appropriate, relevant and professional questions, employees can
develop their skills and generate useful ideas for carrying out tasks.
Performance measurement: the performance achieved by the employees is evaluated by
reporting the work results to the performance measurement system established
previously.
Feed-back: If the results obtained meet or exceed the expectations, the employee’s merits
and strengths will be recognized. If, however, the obtained results contain weaknesses
then a plan for improvement and more coaching will be discussed.
As Wilson (2017) stresses, people are naturally creative, enjoy contributing and like to
have a measure of control of their workload, so that any positive feedback or suggestions
for improvement does encourage people to take responsibility.
Coaching culture: Because the process of improving individual performance is a
continuous cycle, the medium- and long-term effect is propagated on the organization and
a new organizational culture is created, that of the coaching-based culture.

Conclusion
One of the methods of increasing the performance of the employees and as a result of the
performance of the organizations is coaching. This concept is defined as a personalized
relationship between manager or coach and employee, based on dialogue and
understanding of the particularities of each individual in order to increase their own
performance up to its upper limits.
Coaching can lead to the creation of a culture based on communication, trust, self-belief,
responsibility, recognition of merits and feedback for the continuous improvement of the
individual performances and of the organization. The literature offers different techniques
for increasing performance.
The paper proposes a conceptual model regarding the management performance process
based on coaching. This model can be a useful tool for managers and can be improved
through further research.
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Abstract:
The issue of internal audit is one of the most important as an interest and an incentive
as a scientific concern, both for the public sector and for the private environment,
present and future.
This activity is in close connection and complementarily with the external audit carried
out in the public sector by the Court of Accounts and in the private environment by
independent financial auditors.
Internal audit as a mode of action and purpose has a number of similarities but also
important differences, depending on the two sectors (public and private) in which it is
exercised.
The way in which the internal audit / management control evaluates and manages to
bring added value to the management activities at the level of public and private
entities is decisive for the success and quality of the internal audit.
Keywords: internal audit, internal public audit, internal / managerial control, added
value
JEL classification: M4, M42

1. The Concept of Internal Audit and the Frame of Reference of this Activity
Defining the concept of internal audit is a difficult scientific endeavour, as approaches to
this concept change over time, gaining new strengths and interpretations.
To begin with, we will refer to the definition of internal public audit and internal audit
from normative acts or glossary of terms and definitions.
Internal public audit is a functionally independent and objective, insurance and advisory
activity, designed to add value and improve the activities of the public entity, helps it to
achieve its objectives, through a systematic and methodical approach, evaluates and

162

improves efficiency and effectiveness, risk management, control and governance
processes2.
This definition of the internal public audit of this normative act quoted at the bottom of
the page is adopted from the version conceived by the Institute of Internal Auditors (IIA),
an American body that had and aims to standardize the internal audit activity, starting
from defining concepts, setting objectives and continuing with the organization and
exercise of this activity.
Internal audit is an independent activity of objective assurance and counselling, intended
to add value and improve the operations of an organization. This type of activity assists an
organization in achieving its objectives through a systematic and methodical approach,
which evaluates and improves the effectiveness of risk management, control and
governance processes3.
From the analysis of the definitions above I draw attention to a few key terms:
- functionally independent and objective activity, which means an effective activity,
concrete but not influenced by anyone from outside or inside;
- insurance and advisory activity, which means that it will give the target entity more
security and support in the operational activity;
- activity that brings value (value added), which means that the entity besides exercising
this function can avoid some risks and errors that would avoid avoiding unnecessary,
unnecessary expenses or could identify new revenue opportunities;
- assists the public entity in improving the efficiency and effectiveness of risk management,
control and governance processes, which can be interpreted in such a way that internal
audit helps management teams identify and manage risks correctly, exercise internal
control and governance, in an appropriate style and modern, and all 3 aspects
materialized effectively, to reduce consumption per unit of result and what is desired to
be achieved to be achieved effectively at a higher percentage than what was predicted.
The profession of internal audit is based on a flexible framework of reference, recognized
throughout the world, which adapts to the legislative and regulatory particularities of
each country, respecting the specific rules governing different sectors of activity and the
culture of the respective organization.
The internal audit reference framework comprises 5 fundamental elements: 1) the
concept of internal audit, which specifies some indispensable elements: a) the internal
audit carries out insurance missions and advisory missions; b) its areas of responsibility
are risk, internal control and management of the entity; c) the purpose of internal audit is
to add value to organizations; 2) the deontological code, which provides internal auditors
with the principles and values that allow them to orient their professional practice
according to the specific context; 3) the professional standards for the practice of internal
2

Article 2 of Law no. 672/2002 regarding the internal public audit, published in the Official Gazette of
Romania, Part I, no.953 of 24.12.2002;
3
This definition was also elaborated by the Institute of Internal Auditors (IIA) and approved by the Decision
of the Council of the Chamber of Financial Auditors of Romania (CAFR) no. 48/2014, supplemented and
amended by the CAFR Council Decision no. 73/2014;
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audit, which guides the auditors in order to fulfil the missions and in the management of
the specific activities; 4) practical implementation standards, which comment on and
explain the standards and recommend best practices; 5) support for professional
development, mainly consisting of papers and articles of doctrine, documents of
colloquiums, conferences and seminars4.
At the same time, when analyzing the internal audit (in the public or private domain),
besides the elements listed above, we must at least consider the following aspects: a) the
relation of the internal audit with the activity of internal control; b) types of missions
that can be performed within the internal audit; c) operational manuals and guides that
help to implement the standards in the field and the carrying out of such missions: d)
techniques and procedures that can be used in internal audit missions; e) the reporting
system when the missions are completed and the implementation of the
recommendations made in such missions.
This activity operates with a series of extremely important and interesting terms,
definitions, approaches, of which we mention the following: internal audit; public
authority; private entity; internal audit chart; conflict of interests; risk management;
control environment; internal control; internal financial control; governess; audit trail;
traffic diagram; FIAP; procedure file, etc.
From these fundamental concepts circumscribed to the internal audit, we have selected
the internal control5 which is a process implemented by the board of directors,
management and other staff members of an entity, which aims to provide reasonable
assurance regarding the achievement of the following objectives: the effectiveness and
efficiency of the operation internal control, reliability of financial information, compliance
with laws and regulations.
It can be observed that this internal control, which is the central element on which the
internal audit focuses, consists of a set of activities of each entity, which wants to ensure,
through the efficiency and efficiency, through the reliability of financial information and
compliance with laws and regulations, integrity and continuity of its operation.
It can be noted that this concept used in the most recent normative act in Romania is
much broader and includes in its content including internal audit, along with the profile
standards, which gives the approach a more complex and more comprehensive character
than others in this one field.

2. Similarities and differences in the performance of the internal audit
activity in the public sector and in the private environment
Internal audit is performed both in public institutions and in certain private entities. As a
result, a comparison and a description of the similarities and differences regarding the
exercise of this activity in the two groups of entities is welcome.

4

Professional rules of internal audit, published by the IIA from the USA and commented by IFACI from
France, Bucharest, 2002
5
The definition is formulated by COSO - The Committee of Sponsoring Organizations of the Treadway
Commission: Enterprise Risk Management - Integrated Framework;
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Between the similarities that exist between the internal public audit and the internal
audit in the private environment, we should note the following: 1) both activities are
based on the same international standards and norms of internal audit; 2) both have
professional bodies that coordinate and use very similar rules, rules and procedures, many
of them being identical; 3) both focus on the evaluation of the internal control of the
audited entities; 4) both types of internal audit are subject to evaluations by the external
financial auditors (the auditors of the Court of Accounts, respectively the statutory
financial auditors) and can serve as a reliable basis for them to audit the financial
statements (and not only) or, on the contrary, they can be ignored by them, if they were
not performed according to the standards, professional norms and specific normative acts.
There are major differences between the internal audit of companies and public
organizations in terms of the orientation or direction of the conceptual framework in
which the two types of audit operate. Carhill and Kincaid6 specialists argue that these
differences are caused by at least two significant causes: 1) Public sector entities operate
within a more rigid conceptual framework, where activities are authorized by legal
regulations; 2) These entities are service oriented, therefore they give lower priority to
cost factors and results associated with profitability.
Another specialist who analyzed the difference between the internal audit of companies
and that of public organizations is Goodwin J.7, who from the study of these differences
reached the following general conclusions: 1) in the organizations related to the private
sector, there is a greater predilection towards the use internal auditors and internal audit
director through staff rotation, as opposed to the public sector; 2) the internal audit
seems to have a better consolidated status in the public sector than in the private sector;
3) the internal audit function within public organizations is located in the hierarchical
structure immediately after the general management; 4) the internal audit in public organizations is carried out mainly by internal auditors with permanent employees status;
Also in the study conducted by Goodwin J., which we referred to earlier, a criterion for
highlighting the difference between the internal audit of commercial companies and
that of public organizations refers to the size of the budget allocated for internal audit
and the proportion in which it is outsourced, criterion according to which also resulted
some interesting conclusions: 1) for 68% of the public entities and for 65% of the private
entities some of the internal audit activities were outsourced; 2) for those public entities
that called for outsourcing, the budget of the internal audit activity outsourced to external
auditors is 24.43%, while 25.41% was outsourced to other consultants; 3) the private organizations that have resorted to outsourcing, obtain 10.82% of the internal audit services
from the external auditors, and 30.54% from other consultants; 4) in both sectors, private
and public, the most frequently outsourced domain is information technology (45% for
public entities and 52% for private organizations); 5) the audit of the financial activities
and of the internal control is outsourced in a proportion of 32% for the public sector and
6

The authors of the paper “Applyng the standards in governmental internal auditing”, The Internal Auditor,
Vol.46, No.5, pp.50-55, quoted by Boța-Avram Cristina, in the work “Internal audit of commercial
companies”, Risoprint Publishing House, Cluj-Napoca, 2009, p.76;
7
The author of the paper “A comparison of internal audit in the private and public sectors”, Managerial
Auditing Journal, Vol.19, No.5, 2004, pp.640-650, quoted by Boța-Avram Cristina, in the paper “Internal audit
of companies commercial ”, Risoprint Publishing House, Cluj-Napoca, 2009, p.79;
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19% for the private sector, while the performance audit is outsourced in a proportion of
70% for the public sector and 8% for the private sector.
Examining the situation of these two activities in Romania, we will try to highlight what
would be the main differences between the internal audit of public institutions and that
of private entities.
1) Internal audit from public institutions is carried out on the basis of Law no. 672/2002
regarding the internal public audit, with the subsequent modifications and completions,
while this activity in private entities is carried out on the basis of Law no. 162/2017 of July
6, 2017 regulating the statutory audit of the annual financial statements and the
consolidated annual financial statements8 and of the GEO 75/19999, (where in art. 23 it is
stipulated that the persons responsible for organizing the internal audit activity,
coordinating the works / commitments and signing internal audit reports must be a
financial auditor);
2) The management of the internal audit activity in public institutions belongs to a set of
bodies composed of the Committee for Internal Public Audit (CAPI), the Central
Harmonizing Unit for Internal Public Audit (UCAAPI) - subordinated to the Ministry of
Public Finance, the internal audit committees and the sub-divisions. Internal public audit 10,
while the same activity for the private environment, is coordinated by the Chamber of
Financial Auditors in Romania - CAFR11 and the Association of Internal Auditors in Romania
- AAIR12 and have as correspondent to entities in this sector, internal audit departments or
outsourced service on this field.
3) Regarding the area of applicability of the internal audit activity, by public entity subject
to this type of activity is understood as "the public authority, the public institution, the
national company / company, the autonomous administration, the commercial company
to which the state or an administrative unit - territorial is majority shareholder, legal
personality, which uses / manages public funds and / or public patrimony ”, according to
Law 672/2002; in Law no. 162/2017, in art.20 amending GEO 75/1999, it is clearly
stipulated that in the autonomous administrations, the national companies / companies,
as well as in the other economic entities with majority state capital, the internal audit
activity is organized and operates according to the legal framework. on internal public
audit of public entities; instead, in the private environment, this activity is carried out only
in the commercial companies and the non-profit organizations that are subject to the
statutory financial audit, according to Law no. 162/2017 (according to the modification
brought by this law to art. 20 of GEO 75/1999, the entities whose annual financial
statements are subject, according to the law, the statutory audit are obliged to organize
and to ensure the performance of the internal audit activity);
4) Regarding the liability of the professionals of the profile for the activity of internal audit,
in the public sector the internal auditors are subjected to special professional restrictions
and independence and have an overwhelming responsibility towards the media and public
8

Published in the Official Gazette of Romania, Part I, no. 548 of July 12, 2017;
Which refers to the financial audit activity and was published in the Official Gazette of Romania, Part I, no.
598 of August 22, 2003;
10
Art. 4 of Law no. 672/2002;
11
www.cafr.ro;
12
www.aair.ro;
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opinion (if the external control bodies would noting the existence of certain deviations
from the legal regulations or even certain frauds, the public opinion will ask questions
about the existence and functioning of the internal audit within that public entity)13; in the
case of the internal auditors of the companies, they have a major social responsibility in
front of the clients of that company, for the smooth running of its business;
5) While the internal audit activity in public institutions is supervised and verified by the
Court of Accounts of Romania, the one in the private environment, where it is stipulated
as mandatory, is controlled by independent external financial auditors, who carry out
statutory audit missions or missions according to the agreed procedures for verifying the
implementation of European funded projects;
6) In connection with the attestation of the professionals working in the two fields, the
internal auditors of the public domain are certified according to the Order of the Minister
of Public Finance no.783 / 201614 and finally receive a certificate of attestation as internal
auditors; the internal auditors from the private environment can carry out these missions,
if they have acquired the quality of financial auditors, based on a complex of tests
consisting of the access exam, internship and final examination of acquiring this title at the
Audit Authority Statutory (ASPAAS)15, according to Law no. 162/2017, after which I receive
a certificate and a card;
7) Regarding the Standardization of the internal audit activity, the public sector is currently
in force H.G. no. 1086 of December 11, 2013 for the approval of the General Norms
regarding the exercise of the internal public audit activity, which includes the General
Norms regarding the exercise of the internal public audit activity16, composed of the
Organization of the internal public audit in Romania, the Norms applicable to the internal
public audit department and the internal auditors, the Missions Insurance, Advisory
Mission, Glossary, Documents specific to the performance of the internal public audit
activity and missions and the Internal Audit Charter; for internal audit from private entities
there are Internal audit standards and norms, posted on the CAFR and AAIR websites and
a Guide elaborated jointly by the two bodies on the implementation of International
Internal Auditing Standards17.

3. Connections of the internal audit with the activity of internal control to
the public and economic entities
A type of control more complex and more in line with the current requirements of the
evolutions of public and private entities is that of internal / managerial control.

13

Boța-Avram Cristina, Internal Audit of Commercial Companies, RISOPRINT Publishing House, Cluj-Napoca,
2009, p.88;
14
It refers to the modification and completion of the General Framework of Equivalence of the professional
competences necessary to obtain the attestation certificate, approved by the Order of the Minister of Public
Finance no. 659/2015 is posted on www.mfinante.ro;
15
www.aspaas.ro;
16
Published in the Official Gazette of Romania, Part I, 17 of January 10, 2014;
17
Published by CAFR and AAIR in Bucharest, in 2015;
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For public institutions, according to the Order of the General Secretariat of the
Government no. 600/201818, the internal / managerial control is defined as representing
all the forms of control exercised at the level of the public entity, including the internal
audit, established by the management in accordance with its objectives and with the legal
regulations, in order to ensure the management of the funds economically, efficiently and
effective; it also includes organizational structures, methods and procedures. The phrase
"managerial internal control" emphasizes the responsibility of all hierarchical levels for
keeping under control all internal processes carried out for achieving the general and
specific objectives.
According to the aforementioned normative act, the design, implementation and
continuous development of a viable internal control system are possible only on condition
that the system meets the following requirements: a) it is adapted to the size, complexity
and environment specific to the entity; b) to target all levels of management and all
activities / operations; c) be built with the same "instrumental" in all public entities; d) to
ensure that the entity's objectives will be achieved; e) the costs of applying the internal
management control system are lower than the benefits resulting from it; f) be governed
by the general minimum management requirements contained in the internal
management control standards.
Establishing the internal management control system is the responsibility of the
management of each public entity and must be based on internal control standards.
The standards are grouped into five components of internal management control:
- control environment - groups the problems related to organization, human resources
management, ethics, deontology and integrity;
- performance and risk management - targets management issues related to goal setting,
planning (multi-year planning), programming (management plan), performance
(performance monitoring) and risk management;
- control activities - the standards grouped in this component focus on the elaboration of
the procedures, the continuity of the processes and activities, the separation of tasks, the
supervision;
- information and communication - in this section are grouped the problems related to
the creation of an adequate information system and a system of reports on the execution
of the management plan, the budget, the use of resources, as well as the management of
documents;
- evaluation and audit - the issue addressed by this group of standards concerns the
development of the capacity to evaluate the internal management control, in order to
ensure the continuity of its improvement process.
Each control standard is structured as follows: 1) description of the standard - presents
the defining features of the specific domain to which the standard refers, domain fixed by
its title; 2) general requirements - presents the determining directions in which to act in
order to comply with the standard; 3) main references - specifies the representative
18

It refers to the approval of the Code of internal / managerial control of public entities, published in the
Official Gazette of Romania, Part I, no. 387 of May 08, 2018;
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normative acts, which include regulations applicable to the standard, but not having
exhaustive character.
The list of internal management control standards for public entities includes: a)
Standards regarding the Control environment: Standard 1 - Ethics and integrity; Standard
2 - Attributes, functions, tasks; Standard 3 - Competence, performance; Standard 4 Organizational structure; b) Standards regarding Performance and risk management:
Standard 5 - Objectives; Standard 6 - Planning; Standard 7 - Performance monitoring;
Standard 8 - Risk management; c) Standards regarding Control Activities: Standard 9 Procedures; Standard 10 - Surveillance; Standard 11 - Continuity of activity; d) Standards
on Information and Communication: Standard 12 - Information and Communication;
Standard 13 - Document management; Standard 14 - Accounting and financial reporting;
e) Standards on Evaluation and Audit: Standard 15 - Evaluation of the internal
management control system; Standard 16 - Internal audit.
At the level of the economic entities, the internal control proves its usefulness in
generating the opportunities of exploiting the accounting information and ensuring the
usefulness of the information for management by the fact that it aims to ensure: 1) the
conformity of the documents, the operations, the processing, the reports with the
regulations; 2) identifying the reality of assets, liabilities and equity; 3) applying the
decisions taken by managers; 4) the good functioning of the internal activity of the
company; 5) reliability of financial information; 6) the adequacy of the allocation of
resources in accordance with the objectives set; 7) efficient use of resources; 8) increasing
the decision-makers' responsibility in committing and carrying out any transactions; 9)
checking the way of contracting, using and restoring loans of any kind; 10) verification of
the conditions for the appointment or election of the directors, the board of directors, the
management committee and the auditors; 11) verification of the activities regarding the
issuance of shares or bonds; 12) checking the correct declination of the strategic
objectives; 13) execution of budgets; 14) the profitability of the activities, products and
centers of management, profit and performance (if implemented); 15) supervision of
receipts and payments; 16) prevention of non-compliant accounting practices; 17)
preventing the registration of minuses, their discovery and recovery when appropriate;
18) prevention and control of risks of failure to meet objectives; 19) avoiding excessive
expenses or overestimating them; 20) conclusion of contracts with internal and external
partners, verification of tender organization; 21) verification of receipts and payments of
any kind; 22) distribution of the result of the exercise, etc.19
As a rule, companies also face a number of limitations in organizing and exercising
internal control, which have a negative impact on certification and implicitly on the use of
accounting information, taking into account the degree of confidence that users can have
in the information reported.
Within the limits of internal control we can mention: 1) organizational culture; 2) the
associated costs; 3) the risks of non-detection; 4) inadequate procedures; 5) ethics,

19

Ciuhureanu Alina Teodora, article "Internal control and audit - a necessity for responsible reporting and
the usefulness of accounting information for management", published in the journal "Financial Audit", no.
12/2016, pp.1294-1295
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integrity, professionalism of those involved; 6) the authority of the management
manifested by pressures, etc20.
Within the framework of OMFP 1802/201421 for the approval for the approval of the
Accounting Regulations regarding the individual annual financial statements and the
consolidated annual financial statements, in chapter 11 provisions related to the internal
control of the private entity (trading companies) are inserted.
This type of control aims to ensure: 1) compliance with the legislation in force; 2) the application of the decisions taken by the management of the entity; 3) the proper functioning of the internal activity of the entity; 4) the reliability of financial information; 4) the
efficiency of the entity's operations; 5) efficient use of resources; 5) the prevention and
control of the risks of not reaching the set objectives, etc.
The internal control procedures have as their objective: 1) on the one hand, the pursuit
of the registration of the activity of the entity and of the personnel behaviour within the
framework defined by the applicable law, the values, norms and internal rules of the entity; 2) on the other hand, checking whether the accounting, financial and management information communicated correctly reflects the activity and situation of the entity.
The external auditor presents within the audit report a point of view regarding the degree
of compliance of the directors' report with the annual financial statements for the same
financial year. Specifically, the external auditor states whether, based on the knowledge
and understanding gained during the audit of the entity and its environment, it has identified significant misinformation22 presented in the directors' report, indicating the nature
of such misinformation, if detected.
Also, in the letter addressed to the management, the external auditor may provide recommendations on certain deficiencies of the internal control environment. We consider it
useful to propose, within the legislative efforts of the regulatory bodies, a quantifiable system for evaluating the implementation of the internal control environment. In this way, it
will be possible to verify in a concrete and responsible manner whether the internal control mechanisms are operational within the entity.
In order to evaluate the implementation of internal control, an extremely useful tool could
be the "Balanced scorecard" model, through its multidimensional approach. The literature
proposes such an approach, which could be the starting point for such a legislative initiative, as well as for the development of a local model.
One specialist in the field23 presented two different scenarios for using the "Balanced
scorecard" model. In a first case, this tool can be used to measure the performance within
an organization, such as the activity of the internal audit department. In the second situation, the specialist considers that the BSC model can be useful to financial auditors for
monitoring their own activity.

20

Ciuhureanu Alina Teodora, Op.cit., Pp.1295-1296;
Published in the Official Gazette of Romania, Part I, no.963 of 30.12.2014;
22
Section 10.1. entitled "General requirements regarding the audit", art. 563, point b) of OMFP 1802/2014;
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Coracioni Alexandru, the article “Balanced scorecard” and the financial audit, published in the magazine
“Practici de audit” no. 3/2013, p. 24;
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Also, the same specialist appreciates that within the profile missions, the auditor can test
this management tool for the evaluation of the audited entities. This fact can bring an integrated vision on the performance of the audited entities not only from the financial perspective, but also from the point of view of the satisfaction of the external users, of the
improvement of the internal processes or of the capacity of adaptation.
Along with this specialist, there are others who have examined the use of the "Balanced
scorecard" model in internal and external auditing, of which we list below some examples.
It is about the project BSC Handbook "Development and implementation of the
performance evaluation tool at the central level of the Ministry of Public Finance:
Balanced Scorecard - Scoreboard" SMIS code 1057924.
We are also considering a study entitled "Balanced Scorecard in Romania 2010" published
in May 2011 by ACUMEN INTEGRAT. People. Systems. Technology, in Cluj-Napoca, through
the efforts of the following researchers: Adrian Brudan, Alexandra Moldovan, Sorina
Mone and Nicoleta Dorina Racolța-Paina.
It should also be mentioned "The study on performance reporting through the system of
indicators: the financial perspective of the Balanced Scorecard" conducted by Turcu Dan
Radu and Turturea Mihaela25.
We cannot omit the conclusions drawn from the article entitled "Management and
monitoring of performance in the internal audit for the public sector in Romania" 26.

4. New Challenges for Internal Auditing in the Public and Private Sectors
For the internal audit in the public and private environment in the current and future
period, from the perspective of the evolution of the state and economic entities from
Romania in the context of belonging to the European Union, new demands, new
challenges are set, to increase its contribution to the assessment of internal control and
increasing the performance of the entities subject to such an audit, which leads to the
increase of the added value that this activity must bring to the smooth running of public
institutions and companies.
This increase of contribution is required not only by the external public audit carried out
by the Court of Accounts at public institutions, but also by the external financial auditors
that audit the activity of private entities (companies and non-profit organizations) that
meet some of the parameters stipulated in the normative acts.
For the activity of internal audit in public institutions, the following needs are outlined:
1) elaboration of a guide regarding the monitoring of performances in the internal public
activity in Romania by specialists with solid knowledge and experience in this field; 2) the
review and configuration of a minimum set of indicators regarding the monitoring of the
performances in the internal public audit activity in Romania, to ensure the comparability
of the results obtained by different internal public audit departments and to allow the
24

Project co-financed from the European Social Fund through OP DCA 2007-2013;
Article published in the Financial Audit magazine, Year XI, 8/2013, pp. 44-51;
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improvement in this field; 3) organizing deep debates within the periodic professional
training activities of the professionals in the field, in order to improve the competences in
establishing the indicators for monitoring the performance of the internal audit activity.
At the end of the communication, regarding the challenges facing the internal audit in
the public and private environment, we can draw some important conclusions:
1) Internal audit, regardless of whether it refers to the public sector or the private sector,
is a complex, necessary activity, in continuous improvement and directed by the
international reference body in the IIA Global field, based in the USA and by national
professional bodies, located in connection and functioning with the turn of the
international body in the field, which regularly develops and reviews internal audit
standards and standards;
2) In our country the bodies that are in charge of directing, coordinating and capitalizing
on the conclusions of the internal audit as a whole are the following: Ministry of Public
Finance, through the Central Harmonizing Unit for Internal Public Audit (UCAAPI) for
internal public audit and the Court of Accounts, for external public audit (which also has
the mission to examine and capitalize on the conclusions of the internal public audit); The
Chamber of Financial Auditors of Romania (CAFR) and the Association of Internal Auditors
of Romania (AAIR) for the internal audit that is carried out at the private entities whose
financial statements are audited by external statutory financial and the Public Supervisory
Authority of the Statutory Audit Activity (ASPAAS) for the audit external statutory financial
(which also has the mission to examine and capitalize on the conclusions of the internal
audit);
3) Each public institution and private entity whose activity is subject to internal audit must
constantly draw up, review and update: internal audit charter, own methodological
norms, annual plans, risk management procedures, internal audit and advisory activity. ,
involvement in non-audit missions, annual reports (for public institutions); handbook of
policies and procedures that includes the internal procedures and the criteria for
evaluating the quality of the activity performed by the internal audit (for private entities companies and non-profit organizations audited by statute);
4) It can be observed that the Romanian norms, from several possible international
approaches of this very important activity, opted for the close correlation of the internal
audit with the activity of internal control and both activities, under the generous and
modern corollary of the internal / managerial control, in contrast to public institutions
(which have a much more complex size and structure and with much more diverse
responsibilities than private entities).
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Abstract: A preliminary study showed that present performance appraisal systems
are considered by the employees, unreliable and subjective and as result they are
unable to reveal the real potential of human resources. Employees also consider
the existing appraisal procedures bureaucratic, with vague targets and improper
evaluation criteria especially formed so as to depict the suitability of employees or
future candidates through recruitment procedures to fulfil the positioning needs of
a certain job. The present study assessed preliminary data in order: a) to define the
parameters and criteria that could improve reliability of evaluation procedures
aiming to the selection of the suitable employees or future candidates for certain
job positions, and simultaneously b) to clarify which criteria can be measured and
must be included in an evaluation system in order to obtain objectivity and
meritocracy. A number of such criteria are proposed as a basis of setting the proper
procedure of a better, easy to run, transparent, measurable and reliable evaluation
system.
Keywords: parameters, objectivity, meritocracy, job description, matching.
JEL classification: M

1. The Literature Review
Working performance of an employee is a term that refers to the combination of his/her
abilities, efforts and various factors. What a person is able to do and what it does, is not
necessary the same (Papalexandri and Mpourantas, 2003). Factors affecting performance
are the understanding of the nature of the position, the efforts, the intensity of efforts and
various external factors in combination to personality. If an employee has the abilities to
excel but exhibits poor performance, then it is possible that the employee is not trying
satisfactory to achieve the goals set, or the environment and mainly motivation are very
poor (Avdimiotis, 2017). Through continuous performance improvement, we are aiming to
develop and maintain organisation's competitive advantage, as talented employees are
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considered "the most valuable asset and key to an organization's success" (Van der Rijt et
al., 2012, Whelan et al., 2010). Appraisal of human resources is “a procedure that defines
the personal value of different people in comparison to certain standards and between
employees” (Fanariotis, 2002). As a control system is a twofold procedure, capable to
acknowledge skills, working preferences and achievements aiming to develop employees’
performance (Mpourantas, 2002). Appraisal may become a useful tool for promotions,
positioning, rewards of employees (Xirotyri-Koufidou, 2001). Evaluation is considered one
of the key sources of promoting and maintaining competitiveness (Stebler et al., 1997),
providing evidence for the objective improvement of the performance of individuals and
the organization in total. The developmental role of human resources appraisal is bound
with improved performance based on continuous learning, abetment, targeting and
information where the role of each employee is active and substantive, by participating in
all stages of the procedure (Papalexandri and Mpourantas, 2003). Appraisal as a process
refers to evaluating the efficiency of each employee in order to improve him/her and to
point out (and never punish) his/her mistakes so as not to repeat them in the future
(Gliddon 2004).
The evaluation system must correspond to the strategy and vision of the company, to
guide employees, providing feedback on goal achievements and results of their work and
furthermore inform supervisors, colleagues and clients/public (Jackson and Schuler, 2003).
Markovits (2007) also postulates that level of commitment of employees on the strategy
and the vision of an organization is based on the employees’ satisfaction.
Performance management is a contemporary trend in the effort to improve Public
Administration. It is "a strategic and integrated approach to improving the functioning of
organizations, which is based on the performance of the people who work for them and
on the development of the capabilities of the teams and all stakeholders in the outcome"
(Armstrong and Baron 1998). Its main objective in the public sector is to align stakeholder
and public sector requirements with the ever-changing public services and limited
resources available, to address the need for greater transparency, better performance and
diffusion of responsibilities, instil continuity in the operation of services and establish
better strategies to achieve all of the above (Katasonova, 2009). The goals of performance
management include the creation of a work environment that facilitates the maximum
release of skills, the acquisition of skills and, in general, the personal development of
employees, as well job planning of employees to work more efficiently. Performance
management as a system starts with job descriptions and ends with employee retirement
(Rao, 2008).
Individual performance is derived from the product of individual characteristics and work
effort through organizational support (Schermerhorn, et al, 1985).
Individual
characteristics refer to the ability to perform the task and can be demographic (gender,
age, race), competence (inclinations and abilities, mental, kinetic and physical
competence) and psychological (values, attitudes, perception, personality) (Chitiris, 1996).
The work effort is inextricably linked to the willingness to do the job and the proper
motivation (Cholevas, 1995). Organizational support must enhance team effectiveness,
provide the right technology and resources, project vision, set goals and implement proper
leadership. Individual performance and parameters affecting it are presented in Figure 1
as a multi-factor model.
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Individual characteristics

Individual performance

Organizational support

Work effort

Figure 1: Individual performance (M. Blumberge and P.C. Pringle, 1982)

2. Preliminary Data
A primary research was conducted with a sample of 161 employees of a public
organization, using a structured questionnaire. Findings stemming from descriptive and
inductive statistical analysis indicate that appraisal of human resources has not yet met an
adequate level of employees’ trust and satisfaction, the existing evaluation criteria of
human resources performance are not considered objective and employees also wish to
be involved in advance in the formation process of the evaluation criteria. Employees also
consider the evaluation process subjective, mainly because of their evaluators and other
bureaucratic issues.
Lack of transparency renders unreliable the whole procedure, since no head of a
department or above in the leadership could accept a promotion of the total work of an
employee, because they are afraid that in the future the promoted employees could
supplant and overpass them (Longenecker, 1989). Dissatisfaction with evaluation
procedures affects negatively employee performance and behaviour and must be reduced
when designing action plans in relation to human resources, because the recognition of
each employee's work is linked to its motivation and when organizational support rewards
creativity, innovation, promotes simultaneously employees’ efficiency (Gliddon, 2004).
Our preliminary research showed us that, in order to eliminate subjectivity in human
resources assessment processes, it is important to use measurable criteria that enable
quantification and are difficult to dispute.
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3. Discussion Basics
According to CEDEFOP (2002), capability is defined as the proven ability of the individual
to utilize the know-how, skills, qualifications or knowledge to successfully manage, both
embedded and new occupational situations and requirements, and skills define the
knowledge and experience that a person possess and are necessary to perform a specific
task. In this research, public sector employees propose measurable evaluation criteria in
order to participate in the process of forming the criteria for predicting and evaluating
human resource performance mainly on the basis of competencies or specifications of
specific jobs. The inability to fully check the performance of human capital is due to the
inability to predict all its levels, which makes the process of quantification difficult. The
allocation of human capital to an organization is a valuable decision, because proper
allocation takes full advantage of the capabilities of employees (Becker et al., 2002).
However, in the management of human capital, particular emphasis is placed on
controlling behaviour (Dulebohn and Johnson, 2013), while the whole procedure starts
with identifying and best matching of employees, treating them as a competitive
advantage, recognizing their particular abilities, training and development, and evaluating
their performance based on quantitative data (Lawler, 2009). The method of
measurement must basically answer the following: a) what skills and basic skills does each
employee have and b) to what extent they are utilized during of their job duties (Lawler,
2009). Employee performance can be interpreted as a function of competence for
performance, motivation and opportunities for performance, which can be analyzed into
the following: knowledge and competence part, motivation and effort part, and
opportunities and contributions part (Lepak et al., 2006).

4. Evaluation System Development Process
4.1. Developing an effective evaluation system requires (Zavlanos, 2002):
Job analysis: The organization must have all the information about the job that the
individual is going to perform that refers to the job content, job requirements and
characteristics of the work environment.
Determination of Criteria: The involvement of employees, heads and people of services
interest, and if possible, identifies the parameters of the job and the criteria that will be
used to evaluate each parameter.
Scale Determination: This determines the value of each parameter evaluated by the
evaluators.
Developing the Assessment Form: Developing a proper assessment form.
Development of the scoring process: Initially, the scoring/weight of each parameter is
performed and then the overall score is calculated as the average of scores of all
parameters.
Implementation of the evaluation system: Effective implementation of the system is a key
rule of system design success.
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4.2. Evaluation Factors-Criteria
The choice of both human resources to employ in an organization or to be promoted to
higher management positions is a key focus of human resources management and it must
be done to select those people who have the skills to match better to the task they are
going to perform. This is not easy because it is necessary to make a prediction about the
future, based on the indications available today (resume, service, test scores, personal
impressions of the interview etc.) and which are difficult to investigate and quite easy to
change in the future. Performance management on human capital is not an easy task,
because while its functioning may be affected it is not possible to control it completely
(Lawler, 2009).
According to Rosse and Levin (1997), the criteria taken into account in personnel selection
decisions can be classified as follows:
• Education: Candidates' educational achievements are indicative of their abilities and
mental and other characteristics.
• Experience and Past Performance: Useful and common criteria for staff selection.
• Personal Characteristics and Type of Personality: Personal attributes refer to character
traits such as extroversion, cooperation, discipline and so on.
The human capital of an organization combines all the skills, experiences, capabilities,
energy and all the special abilities that employees invest in their work (Brown, et al.,
2007).
According to UTPB (2002), the parameters that should be evaluated are:
• Knowledge of the object of the job (the obligations and responsibilities of the job).
• Quality of work (accuracy, completeness and accuracy in performance).
• Quantity of work (volume of work completed during the working day).
• Responsibility and validity in the performance of the task (employees willing to
accomplish the tasks assigned to them and perform them responsibly).
• Diligence and accuracy (working time compliance and timely attendance at meetings).
• Interpersonal relationships (communication and collaboration with colleagues).
• Effective use of time (ability to organize, prioritize and plan).
• Initiatives (developing vital work processes).
• Commitment to business principles and beliefs.

5. Contribution to knowledge
Research question: Can the evaluation prediction be monitored?
Towards this goal, a model will be created to evaluate personnel performance results,
which will be compared to the goals set. If the goals will be achieved, the weight of each
factor will be one (1). In any other case when the goals will not be achieved the deviation
of one (1) will be measured. During the evaluation procedure, the deviations will be
recorded and compared to the goals set.
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Conclusions
In summary, the evaluation procedure in order to be accepted by employees and to act as
a motivator for them and for the organization in total, should be merit-based, based also
on communication between employees and leadership. Finally, the evaluation procedure
must establish measurable and objective evaluation criteria, so as to eliminate injustices
and conflicts in the workplaces.
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Abstract: Many organizations are redefining their activity, with the role of the
leader growing. Currently, the role of leaders is changing, evolving from control and
hierarchy, towards the search for innovative solutions. These solutions require the
active participation of employees and a total reconsideration of the role of leaders.
These aspects have been approached in this paper in detail. In the first part of the
paper, the strong connection between leadership and organizational culture was
analyzed. The paper continues by presenting elements of differentiation between
direct and indirect leadership. Finally, based on the particular importance of
leadership in the success of organizations, I have presented the current trends in
leadership in the world.
Keywords: organizational culture; direct leadership; indirect leadership; autocratic
leader; participative leader.
JEL classification: M10, M12

Introduction
A leader is a person who influences individuals and groups within an organization, helps
them to set goals and guides them in achieving those goals. In order to be effective, the
leaders must strive after the organization to maintain its internal health and external
adaptability. Despite the apparent simplicity of the definitions of leadership and its
effectiveness, both are difficult concepts to implement. First, culture can affect who we
consider to be an effective leader. Second, organizations rarely give leaders the
opportunity to experiment and improve.
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1. Leadership and Culture
The Leadership is a social and cultural phenomenon. An effective leader in an Arab
country may not have any results in a Western European country.
The culture consists of a set of common values within a group of people. It is made up of
norms, habits and values specific to the behaviour of a certain group of people. The
culture gives each group its uniqueness and differentiates it from other groups. The
people are strongly influenced by culture: it determines the values of good and evil, how
people behave, who and what we consider important. The culture affects values and
beliefs and influences interpersonal leadership and styles.
The culture exists on 3 levels: national, ethnic and organizational. All these 3 levels
influence the leadership and what we expect from leaders. There are also subcultures
based on religion, region or gender differences. Each country in the world is characterized
by a certain managerial style based on its national culture, even if there are differences
from one organization to another and from one manager to another.
The national cultures target different aspects of life as well as the behaviour of people in
everyday life. Organizational culture is generally limited to work-related values and
behaviours.
In all cultures and organizations, being an effective leader is a difficult task, and the quality
of leadership is decisive for the results achieved.
An important aspect relates to the fact that leaders have a special role in creating the
organizational culture [Stefanescu, 2012]. They can affect the culture by making decisions
about the reward and hiring system of the subordinates or of other managers, and also by
the role of model for subordinates that leaders have within the organization.
Under the conditions in which globalization is increasingly accentuated, understanding
and applying cultural differences are key elements in increasing the effectiveness of the
activities of the organizations.
The researches have shown that an important role of the leader is to create and keep a
culture and an organizational climate.
Thus, if the leader is control-oriented and autocratic then the organization is likely to be
centralized and run from the top to the base (strongly based on the hierarchy).
If the leader is participative and oriented towards teamwork then the organization will be
decentralized and open.
Hence leaders make the most important, if not all, the decisions regarding the factors that
will determine the culture of the organization.
The leaders have the role of models for other members of the organization. The
subordinates model their behaviour according to the leader's instructions.
Recent researches on the importance of empathy for leaders suggest another function of
the leaders, related to cultural factors, namely conducting the emotions of the group.
Even if the emotional state of the subordinates has always been considered a factor in
leadership, more and more, it is no longer considered a peripheral factor but one of the
main functions. This function is especially critical for maintaining the positive attitude of
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employees in uncertain or ambiguous situations. The subordinates observe the emotional
reactions of the leaders and take them as a model for their own reactions.
This is very important due to the fact that teamwork is becoming more widespread and
there is a growing difficulty in retaining valuable employees, which makes the emotions
and feelings of the employees a factor in the efficiency of the organization.
Another important aspect of the leader with role in shaping and keeping the
organizational culture is the acceptance of responsibility for his actions. This trait of
leaders can set the tone for other members of the organization to accept or slip away
from assuming responsibility for their own actions and decisions.
Another important way of shaping the organizational culture is the power of the leader to
make decisions about the organization in terms of structure and strategy. Thus, the
culture of the organization is determined by the leader establishing the hierarchy, the
control modalities of the activity, reporting relationships within the organization, the
degree of formalization and specialization of the activity. A strongly decentralized
structure is usually the result of an open and participative culture, while a centralized
structure is specific to a bureaucratic culture. Therefore, the structure of an organization
limits or encourages interaction, thus affecting the way the members of the organization
manifest themselves.
Similarly, the strategy chosen by the leader or the management team at the top of the
organization will shape the organizational culture. Therefore, a leader who adopts a
strategy based on innovation and risk will create a culture different from that determined
by a leader who adopts a strategy of restraint.
We can conclude that the main functions of the leader in forming an organizational
culture are: the role of model for the members of the organization, the reward system
practiced, the decisions regarding the employment, the structure and the strategy
adopted.

2. Direct Leadership versus Indirect Leadership
Most definitions and theories of leadership and leadership effectiveness are based on the
behaviours used to influence subordinates. Most theories refer to direct influence on
direct subordinates, but also a mid-level manager can directly influence lower level
employees, colleagues, bosses, or outsiders such as clients. Some theories make a
distinction between direct and indirect leadership.
Indirect leadership can take many forms, and some of them provide an opportunity to gain
more lasting influence than it is possible with direct leadership [Nastase, 2007].
When the direct influence of a top organizational manager is transmitted down the
hierarchical scale (for example, from upper level managers to middle level managers,
lower level managers and simple employees), this cascade of effects can be considered a
example of indirect leadership of an organizational manager. It differs from directly
influencing lower level employees by meeting them, making speeches to them on
television, sending e-mail messages, or participating in activities with them (for example,
courses or trainings). Direct and indirect leadership are not excluded, and can be used
together to enhance the effects.
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In most organizations only senior management has sufficient authority to implement new
programs, change the organizational structure, or negotiate formal relationships with
other organizations.
The effects of indirect leadership are stronger when supported by consistent forms of
direct leadership at all levels of management. Another form of indirect leadership involves
the influence on organizational culture. The leaders can either try to strengthen the
existing culture or change it. There are many ways to influence culture, and they may
involve direct influence (communicating a clear vision or leading by example) or other
forms of indirect influence, such as changing organizational structure or the reward
system.

3. Present and the Current Trends in Leadership
Due to the fast pace of cultural, social and organizational changes - and probably due to
numerous disputes on methodology and interpretation, academic researchers and
practitioners have shown a renewed interest in leadership issues.
In 1991, Kirkpatrick and Locke proposed a modern approach to understanding the role of
traits in leadership.
At present, the researchers' opinion is that only a few personal characteristics are not
enough to form a leader, but they are a condition for a good leader. The main
characteristics that have been considered necessary for a good leader are:
- Motivation and energy
- Willingness and motivation to drive
- Honesty and integrity
- Confidence in one's own strengths
-Intelligence
- Knowledge about the field of activity.
Some of these traits, namely intelligence and determination, cannot be obtained by
training. Others, such as knowledge in the field and self-confidence can be gained over
time through experience.
Interestingly, integrity, or lack thereof, is often cited as a key factor in leadership.
Organizational scandals since 2000 have increased and renewed the emphasis on the
importance of transparency and honesty. The subordinates around the world complain
and comment negatively when leaders abuse their trust, lie to them, or cheat on them.
But as certain traits are needed for leadership, they can be harmful when pushed to the
extreme. A too ambitious a leader may refuse to delegate tasks, and an overly keen desire
for power may have negative effects on a leader's effectiveness [Cordan, 2006].
However, besides these, other new requirements for a good leader are identified.
Due to the increasing demands on quality, the continuous improvement and teamwork,
the organizations and hierarchies within them change radically. As a result, many of the
leaders' roles and functions are delegated to subordinates. Good leaders no longer
necessarily have control of the group. For example, employees in traditional organizations
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have responsibilities only in terms of current activities, the functions regarding planning,
management and control as well as responsibility for results being the responsibility of the
managers. However, a growing number of organizations are passing on the activities and
responsibilities typically associated with managers to employees. They need to be more
and more people-oriented. The managers need to provide a vision, provide resources for
subordinates, and also to help them solve tasks. In exchange, the subordinates know more
and more about the strategic and financial aspects of their activity, they plan their
activities, set goals for their activities and take responsibility for their activities.
The new leadership styles are not limited to companies, they can be found in government
and other non-profit organizations. The leaders came down from their ivory tower to be in
contact with the members of their organizations. Given the fast changes and the
complexity of many organizations and the environment in which they operate, cultivating
multiple sources of information and involving many in the decision-making process is
essential.
A number of external and internal factors of organizations determine the changes in our
organizations and in the role of leaders.
First, the political changes around the world lead to greater openness and democracy.
These political changes shape and are influenced by what is considered appropriate
leadership. With the fall of the Soviet Union at the end of the twentieth century the world
saw an increase in the use of democratic principles aimed at sharing power. Politicians are
forced to reveal much of their past and to justify to the public many if not all of their
decisions. The communities are demanding in a larger extent participation in decisions
regarding schools, health systems and the environment.
Second, the rises of global and local competition as well as complex and rapidly changing
technologies have led many organizations to fight for survival and to be forced to
reconsider how to produce goods or provide services.
Many organizations are redefining their activity and the role of re-engineering is gradually
increasing. All of these require new leadership roles and functions.
In addition, today the employees have a higher level of training, and the younger
generations are expecting a higher level of participation and autonomy [Nahavandi, 2006].
Young people expect fast promotion, opportunities for learning, training and a balance
between time spent at work and leisure. This involves changes in how employees are
coordinated and trained. Employees must also use their judgment and make quick
decisions that were previously reserved for management.
Hierarchical structures are required to be modified, because they do not encourage
change.
In conclusion, the role of leaders changes evolving from control and hierarchy, to seeking
innovative solutions. These solutions require the active participation of employees and a
total reconsideration of the role of leaders.

Conclusion
A leader is a person who influences individuals and groups within an organization, helps
them to set goals and guides them in achieving those goals. To be effective, leaders must
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strive after the organization to keep its internal health and external adaptability. Despite
the apparent simplicity of the definitions of leadership and its effectiveness, both are
difficult concepts to implement. First, culture can affect who we consider to be an
effective leader. Second, organizations rarely give leaders the opportunity to experiment
and improve.
In completing management roles and traditional tasks, leaders also play a special role in
creating culture in their organization. They can affect the culture by making decisions
regarding the reward system and hiring other managers and employees, as well as being
models for the other members of the organization. Without affecting the multiple roles
that leaders have in the organization, in certain situations their impact on the group and
the performance of the organization is limited. Therefore, it is essential for leadership to
be analyzed in the right context and to take into account the many factors that can affect
the performance of the group and the organization.
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Abstract: Due to the increasing competition in almost every market and industry,
today the companies should have a better understanding of their customers’ needs
and expectations in order to stay competitive and generate profits (Cambra-Fierro,
Melero-Polo & Vasquez-Carrasco, 2013). However, a company should not only aim
to make a brand more attractive than competitors’ brands and cover consumers
needs in a better way but also to turn the consumer into a fan of the brand by make
him to want to get involved and associate with the brand (Prahlad & Ramaswamy,
2004). This idea is expressed by the concept of customer engagement. In the sport
context, usually the term customer engagement is replaced by the term fan
engagement. According to (Yoshida et.al., 2014) fan engagement consists of three
dimensions: a) management cooperation, b) prosocial behavior, and c) performance
tolerance. Despite the plethora of studies regarding customer engagement in many
different industries, there is no an established scale for measuring customer
engagement in sports context. However, the existing literature focused on the
relationship and measurement of customer engagement based on a) nontransactional behaviors and (b) transactional behaviors. This behavioral approach of
conceptualization of sports customer engagement is the most common, but in most
cases the various researchers use different approaches. Regarding non- transactional
behaviors include different aspects such as: performance tolerance (De Ruyter &
Wetzels, 2000), increase of self-esteem by basking in reflected glory and cutting off
reflected failure (Cialdini, Borden, Thorne, Walker, Freeman, & Sloan, 1976 cited in
Yoshida et al., 2014), participation in memorable marketing events (Jowdy &
McDonald, 2002), social interaction with friends and peers (Holt, 1995), participation
and involvement on fans community-related behavior (Fisher & Wakefield, 1998),
and positive word of mouth behavior (Swanson, Gwinner, Larson & Janda, 2003).
Some of the above behaviors are self-oriented (e.g., basking in reflected glory),
whereas other behaviors are team-oriented. Regarding the transactional behaviors,
academic literature has focused on multiple and different subjects. Some of the
findings include the relationship between customer engagement and games
attended (Funk & James, 2001), the positive relationship of purchase intention and
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customer engagement (Kumar et. al., 2010) and the effect of customer engagement
on the maintenance of a long-term relationship with a sports team (Jowdy &
McDonald, 2002).
Additionally, many sports organizations have understood the importance of adopting
relationship-marketing strategies in order to nurture long-term relationships with
customers, (i.e. fans) (Williams and Chinn, 2010). Several relationship-marketing
goals align perfectly with those of the sporting industry. A sports organization’s main
objective is to build relationships that will intensify fan loyalty to help build their
brand (Stravos et al., 2008). “Customers, in this case fans, may then become longterm and enthusiastic advocates with whom lasting relationships can be maintained”
(Williams & Chinn, 2010). Similar to relationship marketing, “building, enhancing, and
maintaining a good relationship with fans is perhaps the most fundamental principle
of sport marketing” (Kim & Trail, 2011). A limited amount of academic research has
been done in the field of relationship marketing in sports. Gladden and Sutton
claimed that there is insufficient research on the key factors determining how a good
relationship between consumers and the sports organization should be structured
(2009). In sports, relationship marketing may be of greater advantage if we consider
that sports supporters are highly involved consumers (Shani, 1997) and active
contributors (Williams & Chinn, 2010). Through social media, sports organizations
should build relationships with supporters, not only as customers, but also as
collaborators, intermediaries, and influencers (Williams & Chinn, 2010). Social media
allows consumers “to develop their own voices in the form of customer reviews,
innovative ideas, and opinions” (Williams & Chinn, 2010). This exploratory research
aims to assess the relationship between brand image and consumers preferences.
Additionally, other brand features such as brand awareness and brand loyalty will
also be assessed on their impact on consumers preferences. The final sample size was
374 sports supporters and the analysis was made with SPSS. The findings among
other suggest that customer engagement presents positive correlation with all
consumer behavior variables (purchase intention (r = .701), referral intention (r =
.254), repeat purchases (r = .352), brand loyalty (r = .500), brand awareness (r = .481),
and brand image association (r = .498). Finally, a prediction model was created and
predicts 63.1% of the variance of purchase intention.
Keywords: Customer engagement, social media, brand equity, digital marketing,
online promotional development.
JEL classification: M

Introduction
Due to the increasing competition in almost every market and industry, today the
companies should have a better understanding of their customers’ needs and expectations
in order to stay competitive and generate profits (Cambra-Fierro, Melero-Polo & VasquezCarrasco, 2013). However, a company should not only aim to make a brand more attractive
than competitors’ brands and cover consumers needs in a better way but also to turn the
consumer into a fan of the brand by make him to want to get involved and associate with
the brand (Prahlad & Ramaswamy, 2004). This idea is expressed by the concept of customer
engagement. Kumar and his colleagues (2010) defined customer engagement as a
combination of customer behaviors, transactional such as purchase intention and repeat
purchases and non-transactional such as referral intention, trust and commitment. If these
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behaviors are positive can also have a positive impact on sales, profits, brand name and
company’s reputation (Tripathi, 2014).

1. Literature Review
In the sport context, usually the term customer engagement is replaced by the term fan
engagement. According to (Yoshida et.al., 2014) fan engagement consists of three
dimensions: a) management cooperation, b) prosocial behavior, and c) performance
tolerance. The dimension of “management cooperation” is connected with the willingness
of the consumer to participate in the delivery of the services on sports events by providing
for example feedback about the success of the event (Auh et al., 2007). The dimension of
prosocial behavior refers on the engagement and participation of consumers on fans’
communities along with the behavior to help and interact with the others (Van Doom et al.,
2010). Finally, performance tolerance refers on the engagement with team-related
products even if he is disappointed by team’s performance (De Ruyter & Wetzels, 2000).
Despite the plethora of studies regarding customer engagement in many different
industries, there is no an established scale for measuring customer engagement in sports
context. However, the existing literature focused on the relationship and measurement of
customer engagement based on a) non-transactional behaviors and (b) transactional
behaviors. This behavioral approach of conceptualization of sports customer engagement
is the most common, but in most cases the various researchers use different approaches.
Regarding non- transactional behaviors include different aspects such as: performance
tolerance (De Ruyter & Wetzels, 2000), increase of self-esteem by basking in reflected glory
and cutting off reflected failure (Cialdini et al., 1976 cited in Yoshida et al., 2014),
participation in memorable marketing events (Jowdy & McDonald, 2002), social interaction
with friends and peers (Holt, 1995), participation and involvement on fans communityrelated behavior (Fisher & Wakefield, 1998), and positive word of mouth behavior (Swanson
et al., 2003). Some of the above behaviors are self-oriented (e.g., basking in reflected glory),
whereas other behaviors are team-oriented. Regarding the transactional behaviors,
academic literature has focused on multiple and different subjects. Some of the findings
include the relationship between customer engagement and games attended (Funk &
James, 2001), the positive relationship of purchase intention and customer engagement
(Kumar et. al., 2010) and the effect of customer engagement on the maintenance of a longterm relationship with a sports team (Jowdy & McDonald, 2002).
Furthermore, different cognitive and affective predictors of fans loyalty have been used in
previous studies. Specifically in sport literature, team identification and positive affect have
been characterized as antecedents of fans loyalty (Trail, Anderson & Fink, 2005). Team
identification is defined by Gwinner & Swanson (2003) as “a consumer’s perceived
connectedness to a sport team and the tendency to experience the team’s successes and
failures as one’s own”, when positive affect is defined by Mazodier & Merunka, (2012) as “a
pleasurable feeling state that reflects emotions such as happiness, joy, and contentment
when watching sporting events”.
1.1.

Social Media, Branding and Relationship Marketing

The dynamics of sports communication and the way clubs and athletes interact with their
supporters have changed since the arrival of social media and its capabilities to spread news
and information (Wysocki, 2012). “The use of social media provides new opportunities to
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gain maximum leverage in strengthening and building long-term relationships with fans”
(Williams & Chinn, 2010). The benefits of the use of social media to reach relationship
marketing goals can be relevant considering Gronroos’ (2004) three elements of the
relationship marketing building process that grant organizations the ability to develop
effective long-term relationships with customers: communication, interaction, and value.
Through communication, organizations and supporters engage in a two-way conversation
where information is interchanged. Interaction allows a more profound exchange where
both groups connect and develop a continuous conversation (Hambrick, & Kang, 2014).
“Through this interaction, the fan can share likes and dislikes and needs and wants. The
team can respond to those personal requests by offering existing products or developing
new ones” (Hambrick & Kang, 2014). Value, the last element of the relationship marketing
building process, is the result of the benefits of communication and interaction in which
both groups meet their relationship needs (Hambrick & Kang, 2014).
In sports, relationship marketing may be of greater advantage if we consider that sports
supporters are highly involved consumers (Shani, 1997) and active contributors (Williams &
Chinn, 2010). Through social media, sports organizations should build relationships with
supporters, not only as customers, but also as collaborators, intermediaries, and influencers
(Williams & Chinn, 2010). “The customer is primarily an operant resource. Customers are
active participants in relational exchanges and coproduction” (Vargo & Lynch, 2004). Social
media allows consumers “to develop their own voices in the form of customer reviews,
innovative ideas, and opinions” (Williams & Chinn, 2010).
According to Wysocki (2012), studies have stated the importance of social media in sports,
but have failed to expand the research on how individual clubs should implement social
media strategies. “Sports organizations can leverage this environment to build connections
with fans and further their relationship-marketing efforts” (Hambrick, & Kang, 2014). In
“Embracing the Social on Social Media,” Armstrong, Delia and Giardina (2014) use digital
ethnographic methods to analyze the Los Angeles Kings’ social media efforts to engage with
supporters. In this case study, the authors suggest that “social media need not serve as
solely a communicative or promotional mechanism but as a space for a brand or
organization to be real, just as its consumers or fans are” (Armstrong, et al., 2014). They
conclude that the Kings were able to developed a strong brand community using social
media “through its use of earnest, inventive, and, at times, comical and controversial, online
interactions (Armstrong, et al., 2014). The sports organizations with the most successful
social media strategies seem to be focused more on being agile and authentic than on
promotional aspects (Armstrong, et al., 2014) Establishing a brand personality through
humanistic interactions and human sensibility with supporters has allowed the NHL
organization, the Los Angeles Kings, to develop a reciprocation and collaboration within the
relationship (Armstrong, et al., 2014).
1.2.

Sponsorship Activation

Brands all over the world have integrated sponsorship into their marketing strategy since it
is a way that potentially can create a dynamic relationship between the brand and the
consumers (Santomier, 2008). Today, multiple companies’ logos are appearing in sports
facilities, sports equipment, promotional materials, even in the actual names of stadiums
and teams (Petersen & Pierce, 2014). According to Cornwell (1995) sponsorship marketing
can be defined as
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“the orchestration and implementation of marketing activities for the purpose of building
and communicating an association to a sponsorship”.
Those marketing actions are designed in order to be beneficial for either the sponsor or the
sponsee (Gillooly, Crowther & Medway, 2017). Those potential benefits include reaching
specific target markets, create, enforce and sustain relationships with the customers,
engage the customers with the company, increasing sales and profits as well as a possible
differentiation from the competitors (Chadwick & Thwaites, 2004). In football context,
sponsorship consists a main profits resource for football teams. The team / company usually
receives cash or financial motives, while the sponsor gets the tangible and intangible
benefits of being associated with the team (Yang, 2008). This association is important for
both parties since it helps them to acquire essential resources and reduce uncertainty for
the future (White, White & White, 2017). According Deloitte (2016), sponsorship deals of
professional football clubs in Europe consist around a third of their total income. This
growth of sponsorship as a corporate strategy in sports is not surprising given that
traditional media advertising has become more expensive, whereas sponsorship is
considered to be cost-effective and easily compatible with new media marketing strategies
(White, White & White, 2017).
However, the use of sponsorship as a marketing tool also presents significant challenges for
both sponsors and sponsees. Despite the significant amount of money being spent, usually
there are not enough resources allocated to the activation of these sponsorships outside
the initial rights agreements (O’Keefe, Titlebaum & Hill, 2009). Activation is defined as the
financial resources that spent in order to make the sponsorship known to the public
(O’Keefe, Titlebaum & Hill, 2009). Actually, sponsorship activation requires the motivation
to build something unique that cuts through the clutter at an event and allow the company
to differentiate itself from the competitors. According to O’Keefe, Titlebaum and Hill (2009)
sponsorship activation can be successful only within a well-integrated marketing
communication plan while ROI cannot be the most important metric for its success since
other measures such as driving traffic to company’s website or social media pages and
fulfilling the objectives of the marketing communication plan are more suitable in order to
realize the impact of sponsorship. Finally, differentiation in the digital age can be a great
challenge for both sides of a sponsorship agreement. Digital media offer a great amount of
opportunities to differentiate from the competitors, however, only a small number of
companies succeed on using them in order to promote sponsorship actions (Westberg et
al., 2018).

2. Research Methodology
Quantitative research techniques were used and a questionnaire was the data collection
tool. All questionnaire items were extracted from well-established scales with high validity
that were used in previous studies. Particularly, the questionnaire was formed based on the
academic article of Yoshida, Gordon, Nakazawa and Biscaia (2014) regarding the
conceptualization and measurement of fan engagement. However, necessary changes were
made and some questions will be added in order to answer the research questions. The
sample of the research is primarily consisted of sponsorship managers of the more
sponsorship active Greek Sports that is, the top football and basketball team in Greece, and
their major sponsor, the sponsorship manager of the Greek Football and Greek Basketball
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League among with the sponsorship manager of their major sponsors and accordingly
sponsorship managers of the Greek Football and Basketball Federations with their major
Sponsors. On the other hand, football and basketball fans of the pre-mentioned
organizations as well as their “internet friends” (people who are not officially registered
active fans but are friendly supporters of the team or the sport under research sponsorship
activation appeals to them through the use of social media with a result to customer
engagement and will be cross checked. The choice of the particular teams and organizations
will be based on their popularity along with their supporters / fans in social media.
Additionally, football and basketball were selected as the focus of the research since they
are the most popular sports in Greece (Tsiotsou, 2011). All of the subjects were English
speakers, permanent citizens of Greece. The final sample of the study consists of 666
individuals. Finally, data were analyzed with SPSS and the questionnaire was tested for its
validity and reliability presenting acceptable levels. According to the existing literature in
the field of customer engagement, sponsorship and social media there has been noted an
impact of the various factors on customer engagement and the brand itself. Under this
scope, the objective of this study is to conduct a primary research in order to increase the
knowledge into the topic of customer engagement in sports along with sport sponsorship
and their impact on brand strength and brand equity through social media. Taking into
careful consideration the findings from the literature and in accordance with the objectives
of the study, the following research questions have been formed:


RQ 1: Is there a correlation of customer engagement with social media sponsorship
activation?



RQ 2: Are there any antecedents of customer engagement and sponsorship
activation that can predict consumer purchase intention?

3. Results
Customer engagement presents a mean score of 4.16 (SD = 1.44) which can be considered
are over the average while the mean score of social media sponsorship activation is 3.66
(SD = 1.78) which can be characterized as average.
Customer engagement / Sponsorship activation
The following Pearson Correlation tests carried out to examine the relationship between
sponsorship activation and customer engagement. The correlation coefficient is 0.285,
which can be considered as low and the associated p is 0.000 (< a = 0.05). Given that it can
be concluded that there is positive correlation between sponsorship activation and
customer engagement (r = .633, p < 0.05).
Correlations
Customer
Social media
engagement sponsorship activation
Customer
Pearson Correlation
1
.633**
engagement Sig. (2-tailed)
.000
N
666
666
Social media Pearson Correlation
1
sponsorship
Sig. (2-tailed)
activation
N
666
**. Correlation is significant at the 0.01 level (2-tailed).
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Prediction of Purchase intention
A multiple linear regression with sixteen independent variables was carried out in order to
determine the strength of the association between “purchase intention” and all the other
variables, as well as, in order to identify the relative importance of each of the variables in
predicting the purchase intention. Assumed level of significance at 5% throughout. From
the R2 value it can be seen that the model predicts approximately 64% of purchase
intention, which can be considered as very satisfactory. In addition, the value of the
Adjusted R2 (63.1%) statistic is very close to the R2 value thus giving no concern regarding
over fitting.
Model Summary
Model Summary
Model
1

R

Adjusted R
Square

R Square
.800

.639

.631

Std. Error of
the Estimate
.96168

Coefficients

Coefficientsa
Unstandardized Standardized
Coefficients
Coefficients
Model
B
Std. Error
Beta
t
1 (Constant)
.094
.205
.459
PA
.219
.036
.223
6.079
TI
.085
.035
.093
2.401
PB
-.014
.036
-.016
-.405
BRG
-.020
.027
-.025
-.757
PT
.161
.023
.230
7.086
MC
.017
.031
.020
.537
Sponsorship exposure
.008
.004
.059
2.315
TS FIT
.085
.032
.084
2.633
TC
.002
.029
.002
.083
AI
.116
.031
.120
3.688
SMSA
.125
.033
.140
3.753
Referral intention
-.004
.003
-.034
-1.280
Repeat purchases
.125
.019
.181
6.465
BL
.189
.039
.176
4.866
BA
.109
.039
.121
2.793
BIA
.201
.051
.191
3.972
a. Dependent Variable: Purchase intention

Sig.
.646
.000
.017
.686
.449
.000
.591
.021
.009
.934
.000
.000
.201
.000
.000
.005
.000

The prediction model is consisted from the following variables: Performance tolerance (b =
.230), Positive affect (b = .223), Brand image association (b = .191), Repeat purchases (b =
.181), Brand loyalty (b = .176), Social media sports activation (b = .140), Brand awareness (b
= .121), Activity involvement (b = .120), Team identification (b = .093), Team and sponsor fit
(b = .084) and Sponsorship exposure (b = .059).
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Thus, it can be concluded that the regression coefficients for these determinants are not
zero. Therefore, the model should be re-run with only those independent variables. In
conclusion, after the model has been re-run and the various statistics have been checked,
the results indicate that the model can predict almost 62% of the cases.

4. Discussion
Nowadays, social media are an integral part of the lives of people who, as consumers, are
increasingly involved in leading social media platforms (e.g., Facebook, Twitter, etc.).
Organizations / business’ executives understand the importance of online marketing and
invest significant amounts in its implementation and development (Weinberg & Pehlivan,
2011). Communication technologies offer several advantages (eg, efficiency and ease of
information transfer, richer and more participatory form of promotion, more competitive
pricing policy, etc.) (Bayo-Moriones & Lera-López, 2007). Social media platforms further
increase these benefits, as consumers can communicate and share information much more
efficiently and before making a purchase to immediately express their opinion about a
product or service and to update or update their quality. from other consumers. This shows
that the way consumers choose to make a purchase has changed, as they are now more
influenced by communication with each other than by the efforts of organizations /
businesses to promote their products / services (Berthon et al., 2012). Sponsorship, as a
marketing tool, develops much faster than any other method of communicating with the
end consumer. The rationale for using a sponsorship program to increase sales immediately
is not new. But what has been missing from the 'backdrop' of sports sponsorship in recent
years is the ability of companies to get consumers to act immediately, in response to a
stimulus they just saw. Additionally, based on the research findings the current study found
the following regarding the research questions that have been set.
Research Question 1: Is there a correlation of customer engagement with sponsorship
activation?
The research findings show that there is positive correlation between sponsorship
activation and customer engagement. As a result, the higher the use of sponsorship
activation as a tool, the higher the level of customer engagement in a social media context.
Those findings are supported by the studies of Turri, Smith and Kemp (2013), Hambrick and
Kang (2014) and Gillooly, Crowther and Medway (2017).
Research Question 2: Are there any antecedents of customer engagement and sponsorship
activation that can predict consumer purchase intention?
Regression analysis had as a result a prediction model that can predict 64% of the variance.
Specifically, following their importance on the prediction model the variables that can
predict consumer intention to make purchases are performance tolerance, positive affect,
brand image association, repeat purchases, brand loyalty, social media sports activation,
brand awareness, activity involvement, team identification, team and sponsor fit and
sponsorship exposure. As a result, it can be stated that purchase intention is a
multidimensional concept that can be affected by several factors, findings that is in line with
previous studies such as those of Gillooly, Crowther and Medway (2017) and White, White
and White (2017).
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Abstract: The globalization and the facilities brought by IoT challenge the managers
to solve difficult problems in no time. They have to take their decision based on
company’s specific requirements and state of art. Here comes the Six Sigma
program that uses many tools, such as Prioritization Matrix, Progressive Analysis,
Value Analysis, Cause and Effect Diagram, Pareto Analysis, Progressive Analysis, to
facilitate managers’ decision by complex worksheets and panorama-board. The Six
Sigma emphases the managers abilities, creativity and innovation, being an art to
choose the appropriate tools for the business and taking the best decision with the
future evolution in mind. A case study comes to show the real “worth” of this
methodology for a physiotherapy cabinet.
Keywords: Six Sigma, DMAIC, physiotherapy, management.
JEL classification: M12, M15

Introduction
The volume and complexity of data to be analyzed, the speed of answer to the market
requests, the high quality and identity of products and services, the fierce competition,
the complex restrictions regarding resources and regulation of circular economy are
factors that determined managers to base their decisions on complex analyses, using
Business Intelligence solutions and Six Sigma methodology.
Six Sigma methodology would help a manager to mitigate waste or inefficient actions,
helping employees and satisfy consumer requests, in the same time. Thus, is helps
improving “production/ development” process, lowering defects and costs, reducing
2-4
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process variability, having the aim of increasing profit and better results on Financial
Statements. Being a data driven methodology and a multi-dimensional structured
approach the accurate data gathering, and analysis is very important. It integrates
different management theories, such as Deming's 14 point for management or Juran's 10
steps on achieving quality. In fact, it is inspired from statistics, where Sigma programs
measure how close a process/ a test/ a variable is by perfection. Sigma is the value of a
variable that shows the distribution of a output variable in a process. In statistics Sigma is
used for representation of standard deviation.
Six Sigma is a standard of excellence, an approach used to improve a process by
eliminating defects that will occur with the reduction of process variation (Motorola, 80s).
The value of six sigma represents 3.4 defects for one million opportunities!

COPQ is the cost to find and fix or replace the errors, mistakes and defects
Figure 1: Six Sigma standard of excellence
Source: own processing

1. Key Concepts of Six Sigma
Six Sigma methodology has six pillars called key concepts:
1. Critical to quality – it has the aim to offer the best costumer experience or the best
product is possible, in the context of current restrictions - the customer satisfaction
is the most important.
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2. Defect – eliminating as much as is possible the products/services defects.
3. Process Capability – harmonizing the operations, the intermediate steps of the
process, so that everything goes smooth
4. Variation – the aim of being flexible and adapt anytime to what customer sees and
feels. The customers are not interested in means, they feel the variance, and this is
the reason that companies have to reduce process variations and increase quality.
5. Stable operations − Ensuring consistent, predictable processes to improve what
the customer sees and feels.
6. Design for Six Sigma – concerted action to design the products as to meet
customer needs
A manager that uses Six Sigma follows to get sustained success, through a multidimensional structured approach, in which everyone gets a role (e.g. leadership, sponsor,
coach, team leader, team manager, process owner, black belt, master black belt, green
belt) and its own performance goal. This way manager enhances value to
clients/customers, accelerating the rate of evolution, promoting learning and crosspollination. Overall results a strategic change.
 Leaders are qualified business leaders who promote and lead the business Six
Sigma process in an essential business department;
 Sponsor - Six Sigma sponsors are professionals in Six Sigma, are the owners of
processes and systems, able to coordinate activities in their responsibilities.

Coach - Coach is a Six Sigma expert or consultant who sets a schedule, defines
result of a project, or deals with resistance to the program. They mediate disagreements,
conflicts, and resistance to the program and identifying success as it occurs.
 Black Belt Masters are qualified business leaders, responsible for strategy, training,
monitoring, guidance, deployment and Six Sigma results;
 Black belts are qualified experts who lead the improvement teams the process,
which deals with projects and guides green belts;
 Green belts are teachers with skills teaching and leadership. They are quality
leaders qualified and responsible for the strategy, training, mentoring, conducting and Six
Sigma results;


Team members - supporting individuals certain projects in their field

2. Six Sigma methodologies are:
2.1.

DMAIC − It refers to a data-driven quality strategy for improving processes and
the name came from the steps’ succession: Define --> Measure --> Analyze -->
Improve -->Control

• Define – In any project the first steps require define the problem or the goal as to
understand the context, the variables, the restrictions and the aim to be reached. A Six
Sigma team identifies a suitable project, based on the business objectives, as well as the
needs of the clients and the feedback received from them. Also, at this stage, the team
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identifies those characteristics, called CTQ (essential characteristics for quality), which the
client considers vital.
Tools: Project Charter, Process Flowchart, SIPOC Diagram, Stakeholder Analysis, DMAIC
Work Breakdown Structure, CTQ Definitions, Voice of the Customer Gathering
• Measure - The team identifies the essential factors of the internal processes that
influence CTQ (Critical to Quality tools) and measures the defects that result from those
processes. The manager has to answer the question: How is the process measured and
how is it carried out?
Tools: Process Flowchart, Data Collection Plan/Example, Benchmarking, Measurement
System Analysis/Gage R&R, Voice of the Customer Gathering, Process Sigma Calculation
• Analyze − The team discovers why the defects appear by identifying the key
variables that most likely cause the process variation. They identify different opportunities
to solve the problem. They answer the question: What are the most important causes of
defects?
Tools: Histogram, Pareto Chart, Time Series/Run Chart, Scatter Plot, Regression Analysis,
Cause and Effect/Fishbone Diagram, 5 Whys, Process Map Review and Analysis, Statistical
Analysis, Hypothesis Testing (Continuous and Discrete), Non-Normal Data Analysis
• Improve − The team confirms the key variables and measures their effects on the
CTQ, then identifies the maximum acceptable limit of the key variables and validates a
system for measuring the deviations (G) of the variables. The team changes the process to
keep it below the maximum limit. They answer the question: How do we remove the
causes of the defects?
Tools: Brainstorming, Mistake Proofing, Design of Experiments, Pugh Matrix, QFD/House
of Quality, Failure Modes and Effects Analysis (FMEA), Simulation Software
• Control − Instruments are installed that ensure in time to keep the key variables
below the maximum limit. In some situations, the fifth step, mentioned above, should be
accompanied by the "recognition" of the problem before its "definition" and
"standardization" and "integration" should be the last steps in improving the process, by
permanently incorporating the solution. They answer the question: How can we maintain
the improvements?
Tools: Process Sigma Calculation, Control Charts (Variable and Attribute), Cost Savings
Calculations, Control Plan
2.2.

DMADV − It refers to a data-driven quality strategy for designing products &
processes, and has the steps: Define --> Measure --> Analyze --> Design >Verify

• Define – The main goal of this step is to define which the customers’ requirements
are and what they wouldn’t accept at a product.
• Identify – in this step it is important to identify as accurate as it is possible the
client, the market niche/segment and the project.
• Design – the design refers to the process that has to be implemented as to meets
customers’ expectations.
200

• Optimize – the process capabilities designed in the anterior step has to be
continuously optimized.
• Verify – The last step is having the control function in which the managers test and
validate the design. They also get clients’ feedback,
2.3. DFSS − Design for Six Sigma. DFSS is a data-driven quality strategy for designing or
redesigning a product or service from the ground up.

3. Case study - Approach to managing the activity of physiotherapy cabinet
In our case study we analyzed the loses of a physiotherapy loses per year due to an
improper activity management with Pareto analysis
3.1.

Define

In our case, the study where analyzed loses per year of physiotherapy due to an improper
activity management. The manager observed that more patients could be threaten, not all
the physiotherapist where active all the year, the medical equipment weren’t amortized,
and there were loses regarding publicity investment.
Thus, the manager detected 4 defects that want to analyze with Pareto method:

3.2.



No of lost patients



No of inactive physiotherapists



Non-repayment of medical equipment



Lost from publicity impact
Measure - The manager discovered and measured the defects in table 1
Table 1: Defects discovered and its’ values

Crt.
no
Defects
1 Number of patients treated / year
Number of patients possible to treated / day
Number of patients possible to treated / year
2 No of active physiotherapists /year
No employed physiotherapists /year
3 Utilized medical equipment
Repayment of medical equipment/day (probability)
Repayment of medical equipment/ year
(probability)
The impact of the paid advertising for the
4 cabinet promotion
The estimated impact of the paid advertising
for the cabinet promotion
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67,58904
10
100
83,33
100
27
15
54,75
55
70

% No
2467
10
3650
5
6

3.3.

Analyze
Table 2: Defects impact – Pareto Analysis
Pareto Chart
Count

% Count

Cume

% Cume

No of lost patients

32

35%

32

3241%

No of inactive kinetotherapist

17

18%

49

4908%

Non-repayment of medical equipment

28

30%

77

7683%

Lost from publicity impact

15

16%

92

9183%

Other

1

1%

1

100%

Total

93

100%

3.4.

Improve

From the analysis above the managers take the decision to improve the quality of
publicity, in order to increase the number of treated patients, which will employ all the
working force and will reduce the non-repayment of medical equipment. From this case
study we can observe how important the cabinet marketing strategy is.
3.5.

Control

The manager decided to analyze every 2 weeks the impact of publicity and to take further
measures to increase the number of clients.
Marketing in physiotherapy is the basic pillar in the realization of the business plan, by
carrying out a market study on the opportunity of opening a new physiotherapy cabinet
and implementing the SWOT analysis, highlighting the strengths, weaknesses of the
business, as well as the opportunities and threats of the market on which it activates.
Company. Another important role of marketing in physiotherapy refers to the promotion
and publicity made to make the cabinet known and to highlight its strengths. This role may
include negotiating partnerships with different hospitals to send patients for medical
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recovery. The marketing manager will also establish the pricing policy and will consider
methods of motivating long and short-term employees. All this will be done in compliance
with the principles of sustainable / circular economy, mainly regarding waste management
and environmental protection

Conclusion
The management in physiotherapy includes the realization of the business plan for setting
up the physiotherapy cabinet, in accordance with the legislative framework in force,
following a feasibility study. Once the firm is set up, management has the role of managing
the company's resources (human, material, financial, informational, or technical) in order
to apply the most appropriate treatments to patients and to obtain high economic
performance. The management of human resources employed is another responsibility
and challenge of the manager of the physiotherapy cabinet. In our case study the manager
applied six sigma methodology – Pareto analyses and discovered possible ways to improve
the profitability.

References
[1] Dragulanescu, I.V. and Popescu, D., 2015. Quality and competitiveness: a lean six sigma approach.
Amfiteatru Economic, 17 (Special No. 9), pp. 810-825
[2] Storch, R.L., 2010. Value Stream Mapping. Introduction to Manufacturing Systems INDE 337/537. [online]
Available at: [Accessed 18 February 2019].
[3] Swan, E., 2014. 10 Essential Tips for Successful Process Mapping. [online] Available at: [Accessed 20
March 2015
[4] Santambrogio, S., 2012. Lean Six Sigma: una breve guida al sistema SMART per la valutazione dei
progetti. [online] Available at: [Accessed 22 March 2015].
[5] Rocsana B. Manea Tonis, Radu Bucea-Manea-Tonis, SMEs innovation in a network environment, case
study in Romania, Independent Journal of Management & Production, Vol. 10, No.3,
http://www.ijmp.jor.br/index.php/ijmp/article/view/878
[6] Radu B. Manea Tonis, Cezar Braicu, Present and perspectives of the intellectual capital management in
Romanian university environment, Independent Journal of Management & Production, Vol. 10, No.5,
DOI: dx.doi.org/10.14807/ijmp.v10i5.924

203

Available online at

www.icesba.eu

Procedia of Economics
and Business Administration

ISSN: 2392-8174, ISSN-L: 2392-8166

https://doi.org/10.26458/v5.i1.18

Consumer Behaviour and Factors Affecting the
Selection of Green Private Label Products in Greek
Retail Market
Georgios TSEKOUROPOULOS1, Dimitrios THEOCHARIS2, Christos SARMANIOTIS3
1International Hellenic University, Greece, e-mail: georgiostsek@gmail.com
2Mediterranean College, email: dtheocharis@medcollege.edu.gr
3International Hellenic University, Greece, e-mail: xsarman@mkt.teithe.gr
Abstract: Green private label products are products that have the name of the store
or the name of the company owned. Made on behalf of a commercial enterprise,
usually by third parties and placed on the same branch network. During the last few
years, due to the strong presence of discount stores, retail chains continually
expand the range of private label products. Green private label products, except of
being a defensive mechanism towards discount chains, they contribute to the
diversification of the commercial chain, greatly expanding the range of products in
the store and the customer's choice, ensure higher margins and increase the
bargaining power of the chain towards suppliers. Therefore, the intense
competition between retail operators in order to gain greater market share in
relation to the increasing consumers’ awareness regarding price and quality issues,
contributed to the production of green private label products. In the early years of
presence of private label products, they were characterized as products with low
price and low quality. The factors associated with the store and affect the
acceptance of private label products are the image, the atmosphere and loyalty in
the store. The private label products are an extension of the image of the store. A
primary quantitative research has been conducted in order to answer on specific
research hypothesis that have been stated in the methodology chapter. The main
findings of the research illustrate that there are positive relationships between the
intention to buy green private label products, the factors of perceived value
(quality, emotional, price and social), the brand consciousness of customers and
consumers’ attitude toward green private label products, and with some of the
demographic variables.
Keywords: Consumer behaviour, green products, private label products, digital
marketing, webpage.
JEL classification: M3
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Introduction
Even today, the loyalty of consumers to specific products weakens the position of private
label products. If the price is attractive, the consumer will prefer the branded product.
Perloff et al. (2012) examine consumer perceptions regarding to branded and green
private label products and found that respondents ranked private label products lower
than branded with the criterion of quality, appearance / image and attractiveness.
Furthermore, in the same study, the green private label products generally considered to
have good value. The differences between the two product groups in terms of how they
perceived by consumers and confirmed by Richards, Yonezawa and Winter (2015) who
found that private label products are a separate category of products. In contrast to the
above findings, Bhatt and Bhatt (2014) found that consumers perceive the quality of
private label products, equal to that of branded products. Based on statistics of the Private
Label Manufacturing Association in collaboration 86% of the respondents in a survey
claimed that private label products are equal or better to branded products. Anderson,
and Simester (2014) in their research found that private label products are not the first
preference for the consumers as well as that there are the products that immediately
withdraw by the consumers. Compared with established branded products, the authors
highlight the existence of basic differences between these two product categories in terms
of recall level.

1. Factors affecting the acceptance of green private label products
A lot of research has been done in an international level in order to identify the factors
that influence the success of private label products. These factors can be grouped as
factors associated with the product category, with the store, the economy and the
demographic characteristics of consumers (Beneke, Flynn, Greig & Mukaiwa, 2013)
1.1.

Factors related to product category

The category of products is considered as a very important factor for the acceptance or
the rejection of private label products by the consumers. Research from Nielsen, in 2005,
showed that 40% of global consumers consider that the private label products are not
suitable with product categories where the main selection factor is the quality. However,
several of them are satisfied with the purchase of private label products in categories of
products for which they are not interested too much for their quality. According to
Martinelli et al. (2015), the willingness of consumers to buy private label products is
negative associated with the importance of their purchase. Finally, Pepe, Abratt and Dion
(2012) report that when consumers feel that the product they tend to buy offers high
satisfaction, they are willing to buy the product even it has a high price. The purchase
frequency of the product category is also an important criterion regarding the decision of
consumers to buy private label products. According to Walsh and Mitchell (2010),
consumers who buy large quantities of a product category are more likely to switch to a
more economical solution, which leads to significant economic benefits. Instead,
according to Anderson and Simester (2014), consumers are willing to pay more in product
categories that they do not buy too often.
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1.2.

Perceptual factors related to the product

According to Martinelli et al. (2015), the increase in the perceived difference in quality
between branded products and private label products, the consumers increasingly turning
to branded products and they are negatively evaluating the private label category
products. Beneke, et al., (2013) found that consumers intention to buy private label
products are significantly lower if they believe that these products have low quality, they
contain less reliable components and are of lower nutritional value than the branded
products. Finally, according to Walsh and Mitchell (2010), the name of the product is one
of the most important criteria for evaluating their quality. Another product-related factor
is the perceived price and quality levels. According to the study of Pepe et al. (2011), the
brand that is sold at a high price and with the desired characteristics attaches greater
value to the consumer than a brand with lowest price and with less desirable
characteristics. Finally, the perceived risk is another perceptual factor associated with the
product choice. Based on several studies, there is a negative relationship between the
perceived risk of the use of private label products and their success. For this reason, there
is a higher probability for a private label product to be considered as successful and gain
market share when it belongs in a specific product category that is associated with low
operational and financial risk. According to Olbrich and Jansen (2014), the share of private
label products is 56% higher in low innovation categories than in highly innovative
categories. Moreover, Bhatt and Bhatt (2012) states that private label products should be
easy to be produced and do not require special expertise, which the manufacturers would
not be willing to use them to manufacture private label products, but only to produce
their own brands.
1.3.

Factors related to the store

The factors associated with the store and affect the acceptance of private label products
are the image, the atmosphere and loyalty in the store. The private label products are an
extension of the image of the store (Beneke, et al., 2013). Therefore, the store's image can
be considered a major predictor of consumer attitude toward private label products. As a
result, if a consumer perceived a shop as repulsive and poor, it is likely to form the same
concept for the store's private label products, resulting in negative behaviour to them
(Walsh & Mitchell, 2010). Conversely, if the consumer thinks that a store has high quality,
then it is very likely to purchase the private label products of this shop. The atmosphere of
the shop is also an important factor when assessing the quality of the store's private label
products. Therefore, a clean store, with the appropriate scents and temperature and
pleasant colours, is more likely for the customers to have a positive attitude toward
private label products in this store. According to Chen, Gilbert and Xia (2011), the store
loyalty is positively associated with a preference of store’s private label products. Also,
Walsh and Mitchell (2010), argue that loyalty to the store positively influences the
perceived value of private brand. Therefore, the more loyal the consumer is to the store,
the greater the perceived value of the establishment's private label products.
1.4. Factors related to economy
Research has led to the conclusion that consumption of private label products is affected
by economic conditions prevailing in the market. When the economy is in recession and
economic conditions are unfavourable, there is an increase in the consumption of private
label products, and when economic conditions are favourable, then their consumption is
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reduced. Therefore, it can be concluded that there is an inverse relationship between the
economic conditions of the market and the consumption of private label products.

2.

Research Methodology

2.1. Purpose and aim of the primary research
The interest on this specific topic has been aroused by the dearth of a systematic research
regarding the factors that affect consumer behaviour regarding private label products in
Greek market. Despite the plethora of such studies regarding consumer behaviour, which
attempted to identify the major predictors of consumer behaviour in retail industry in
countries such as United Kingdom and United States of America, for the Greek
marketplace there are only few specific academic attempts. Similarly, a lot of research
have been done regarding private label products and their effectiveness but only few
studies have address private label products with consumer behaviour in Greek market.
Under this scope, the objective of this research is to conduct an exploratory research to
provide a contribution to knowledge in consumer behaviour regarding private label
products in Greek market. A further objective of the research is to illustrate the attitude of
Greek customers, their brand consciousness and the perceived value of private label
products and make correlations between demographic variables such as gender,
household income, age, level of education, and identify and contribute to the existing
literature regarding demographic variables and consumer behaviour. A quantitative
research is going to be contacted in order to fulfil the objectives of the research project
and the research outcomes will lead to conclusions regarding the Greek private label
products market and in combination with the existing literature, it will offer a panoramic
view of consumer behaviour and private label retail products for the Greek market.
2.2. Research Hypotheses
Taking into careful consideration the findings from the literature review and in accordance
with the research objectives, the following research hypothesis were formed.


Hypothesis 1: The most important factors during the shopping process are quality
and price.



Hypothesis 2: There is a statistically significant relationship between the intention
to buy private label products and the factors of perceived value (quality,
emotional, price and social).



Hypothesis 3: There is a statistically significant relationship between the intention
to buy private label products and brand consciousness of customers.



Hypothesis 4: There is a statistically significant relationship between the factors of
perceived value of private label products and consumers’ attitude toward private
label products.



Hypothesis 5: There is a statistically significant relationship between the factors of
perceived value of private label products and consumers’ brand consciousness.



Hypothesis 6: There is a statistically significant relationship between brand
consciousness and consumers’ attitude toward private label products.
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2.3. Research Process
All questionnaire items were extracted from well-established scales with high validity that
were used in previous studies. Particularly, the different sections of the questionnaire
were formed based on the academic articles of Walsh and Mitchell (2010), and Burton,
Lichtenstein, Netemeyer and Garretson (1998). However, necessary changes have been
made and some extra questions have been added in order to fulfil the purpose of the
research. The questionnaires were completed by the respondents, hand by hand and an
additional information sheet and consent form were available in order to let them know
the purpose of the research and assure them about the confidentiality of the data, their
anonymity and the use of the research outcomes only for academic purposes. Moreover,
the respondents were informed that the researcher would be willing to help them with
any difficulty in completing the questionnaire, by answering any possible questions. The
analysis of the data was made by with the statistical software for data analysis SPSS.
Descriptive statistics were used to illustrate the answers of the respondents on every
question while inferential statistics and more specifically ANOVA one-way test and
Pearson correlation test were used to identify any relationship between the different
variables and answer on the research hypothesis. The survey population was consisted of
individuals, customers of traditional Greek retail stores in Thessaloniki from which the
researches asked and took permission to hand out questionnaires inside the stores. A nonprobability and convenience sampling method was used for the recruitment of the
participants on the research. The sample size consists of 122 respondents. Based on
similar previous studies, the sample size can give reliable information and have a positive
impact on external validity. Furthermore, the choice of the respondents was made based
on specific criteria and specifically the respondents should have been over 18 years old
Greek or English speakers (the questionnaire was available in both languages).

3.

Results

3.1. Descriptive statistics
The research sample consists of males by 61.7% and females by 38.3%. The biggest
percentage (32.5%) of the respondents were from 30 to 39 years old, following by those
between 18 and 29 years (27.5%). Moreover, 49.2% of the respondents have a university
degree, 58.3% have a household income lower than 1000 euros, and regarding their
marital status 72.5% are singles. Additionally, 55.8% they visit Retailers’ supermarkets
often, 60.8% spends less than 10 minutes in there and 46.1% on their household income
for food and other products offered by a retail store.
The most important factor during the shopping process is the price (M=4.64) following by
the quality of the product (M= 4.46), advertising and promotion (M= 4.22) and package
(M= 4.19). On the contrary the less important factors are the country of origin (M= 3.01)
and reputation (M= 3.25). As a result, the first hypothesis is accepted.
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Figure 1: Degree of importance in shopping process

Attitude toward private labels
The overall attitude toward private label products is positive (M= 3.31). Moreover, the
highest percentage of the respondents positively answer that buying private label brands
makes them feel good M= 3.90) following by those who state that when they buy a private
label brand, they always feel that they are getting a good deal (M= 3.59).
Brand consciousness
The overall brand consciousness is positive (M= 3.14). Moreover, the highest percentage
of the respondents positively answer that they are conscious of getting good value (M=
3.83) following by those who answer that they tend to choose the more expensive brands
(M= 3.60).
Consumer Perceived Value Factor 1: Quality
The overall assessment of quality as a value factor was the lowest among the factors of
perceived value followed by price. On the other hand, social factors and emotions present
higher levels.
Table 1: Consumer Perceived Value Factor 1: Quality

Consumer Perceived Value Factor 1: Quality
Consumer Perceived Value Factor 2: Emotions
Consumer Perceived Value Factor 3: Price
Consumer Perceived Value Factor 4: Social
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Mean
3.36
3.66
3.65
3.83

Inferential Statistics
Relationship assessment between intention to buy private label products and the
factors of perceived value (quality, emotional, price and social).
The correlation coefficient is very high for all correlations and the associated p is lower
than the level of significance. Given that it can be concluded that there are positive
correlations between intention to buy private label products and factors of perceived
value (Hypothesis 2 is accepted) (Table 2).
Table 2: Relationship assessment between intention to buy private label products and the factors of
perceived value

Intention to buy green private label products
Consumer Perceived Value Factor 1: Quality
Consumer Perceived Value Factor 2: Emotions
Consumer Perceived Value Factor 3: Price
Consumer Perceived Value Factor 4: Social
**Correlation is significant at .001

.678**
.764**
.838**
.679**

Relationship assessment between intention to buy private label products and
brand consciousness of customers.
The findings show that there is positive correlation between intention to buy private label
products and brand consciousness of customers (The third hypothesis is accepted) (Table
3).
Table 3: Relationship assessment between intention to buy private label products and brand consciousness of
customers

Brand consciousness
.560**

Intention to buy private label products
is significant at .001

**Correlation

Relationship assessment between the factors of perceived value of private label
products and consumers’ attitude toward private label products.
The findings suggest that there are positive correlations between consumers’ attitude
toward private label products and factors of perceived value (the fourth hypothesis is
accepted) (Table 4).
Table 4: Relationship assessment between the factors of perceived value of private label products and
consumers’ attitude toward private label products

Consumers’ attitude toward green private label products
Consumer Perceived Value Factor 1: Quality
Consumer Perceived Value Factor 2: Emotions
Consumer Perceived Value Factor 3: Price
Consumer Perceived Value Factor 4: Social
*Correlation is significant at .05
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.191*
.313*
.459*
.234*

Relationship assessment between brand consciousness and consumers’ attitude
toward private label products.
It can be concluded that there is a positive correlation between consumers’ brand
consciousness and consumers’ attitude toward private label products (the sixth hypothesis
is accepted) (Table 5).
Table 5: Relationship assessment between brand consciousness and consumers’ attitude toward private label
products

Consumers’ attitude toward green private label products

Brand consciousness
.566**

**Correlation is significant at .001

4.

Discussion

In conclusion, the findings of the research are in line with the academic literature,
however, the fact that the research does not reveal relationships between the variables
and other demographic characteristics is coming against the findings from other studies.
The combination of price and quality is the most common predictor of the value of a
product (Lee & Min, 2014). Having in mind the fact that the general economic conditions
affect the purchase intention of private label products (Chen et al., 2011) and that these
conditions have dramatically affect the household income for a big part of the Greek
population (Athanassiou, 2009) which also is one of the predictors for private label
products’ purchase intention and preference, it can be stated that the price of private
label products can be considered as the main factor that affect the choice of the Greek
consumers. In other words, Greek consumers have been affected by those factors
(economic climate, recession, lower income) and as a result they have become more price
sensitive. According to Gonzalez-Benito and Martos-Partal (2014) price sensitivity and
perceived quality relate positive to private label products consumption. Thus, the higher
the price sensitivity the more space in the market for the private label products.
Additionally, the quality of private label products is also important. It is not enough for the
consumers to purchase a product in a low price but they are looking for the best
combination of price and quality even than the price of the products is the first factor that
affects their purchase under the specific market conditions. Moreover, retailing stores of
the retailer have a long presence in the Greek market and they are associated with high
quality products and high image of the stores. Based on the fact that store image is
positively related to perceived value and quality of private label products (Boutsouki,
Zotos & Masouti, 2008) gives the opportunity to retailers’ marketing managers to form
and implement a strategy for private label products they can potentially increase their
profits. Additionally, the higher the perceived quality of private label products, the higher
their demand (Baltas & Argouslidis, 2007) as well as the existence of positive perceptions
regarding the quality of private label products increase the credibility of the company,
which in turn decreases perceived risk (Gonzalez-Mieres, Diaz, & Trespalacios, 2006).
Considering all the above comments and facts it can be stated that the retailer has an
opportunity under the specific market circumstances to increase its profits from private
label products based on their low price and perceived quality.
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Furthermore, the fact that the relationship between store loyalty and the share of private
label products is stronger for price-oriented customers (Koschate-Fischer, Cramer &
Hoyer, 2014; Wu & Wang, 2005) can also add another factor on the targeting decisions
since store loyalty is one of the main targets for retailing companies (Sun & Lin, 2010).
Regarding the positioning of the products, private label products of the retailer can be
placed in the market as products with low price but on the other hand high quality (the
image of the company can reduce the risk that is associated with the quality of private
label products).
In conclusion, the current research provides a contribution on the knowledge regarding
private label products in the Greek market place as well as it makes valuable suggestions
to the retailer’s marketing managers but also to other retailers regarding the strategic
choices that can made in order to improve the market share of their private label
products. Finally, future research improvements can be suggested. The investigation of
price and quality levels for private label products and the more effective balance between
them can be a future research topic along with the extensive investigation of the
relationship between store loyalty and the factors that affect consumers decisions
regarding private label products..
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Abstract: Organizations are researched in terms of structure, culture, organization,
development and organizational changes. When we talk about organizations, we
talk about their size, role, hierarchical structures and relationships within them,
changing / developing and managing them to adapt to the environment. The
definition of organizations is based on the individuals and the relationships
between them. Characterizing organizations through metaphors such as machine,
organism, culture proves their complexity and diversity. In the contemporary
society, the importance of marketing is essential for the survival of the organization,
given the fact that the organization operates in a competitive environment. The
concept of marketing transposed in the modern organization concerns both internal
communication, external communication, subordination of the entire production
process towards meeting the needs of customers and developing relationships with
partners and consumers.
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1. Defining Modern Organization
Over the years, sociologists, economists and political scientists have given numerous
definitions regarding the organization. The researchers have concluded that the
organization is a concept that defines a social structure.
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The organization, according to the Explanatory Dictionary of the English Language, has the
following definitions: - the act or process of organizing or of being organized: a high
degree of organization; - something that is organized or created in an coherent whole; something that consists of elements with various functions that contribute to the
collective purpose; - a group of people organized for a particular purpose.
Among the researchers who have studied the organizations from different perspectives
such as their structure, culture or change we can mention Daft R., Denhardt R., Vlăsceanu
M., Morgen G., Higgins R. or Beckhard R. Organizations have been classified according to
various factors such as size, purpose, legal form or field of operation.
Gareth M. analyses organizations using the following metaphors: machine, body, brain,
culture, political system, prison, flow and transformation, and instrument of domination.
Daft R. defines the organization as a social entity oriented towards certain purposes,
designed as a deliberative and coordinating structure of systems of activities, systems that
are related to the external environment.
According to Daft R. “the key element of an organization is not a building or a set of
policies and procedures...” (Daft, 2009) The organization consists of the people and their
relationships, the organization existing when people interact in order to perform certain
functions essential to achieving the goals.
The structure of the organization has also been analysed by Vlăsceanu M., who has
differentiated between the social structure and the organizational structure. The
organizational culture has been investigated through the attitudes, values, norms and
customs of the individuals within the organization.
The structure of an organization is considered to be its frame or framework. The
organizational structure represents the assembly of persons and subdivisions such
constituted to ensure the achievement of the planned objectives. Another definition says
that the organizational structure represents a system of employees who occupy certain
positions and are grouped into compartments formed according to certain criteria, as well
as the relationships that are established between employees and compartments in order
to achieve the objectives of the organization.
In analysing the organizations, researchers focus on structure and organizational culture,
on development and organizational change, on the emergence of modern organization.
Max Weber has formulated the first systematic interpretation of the emergence of
modern organizations. He argued that organizations are ways of coordinating human
activities or goods produced by humans, in a stable manner, in space and time. Weber
emphasized that the development of organizations depends on the control of information,
focusing on the central importance of writing within this process: an organization needs
written rules in order to function and files to store its “memory.” Weber viewed
organizations as being highly hierarchical, with the power tending to be concentrated
towards the top. Weber detected both a struggle and a connection between modern
organizations and democracy, which he believed had complex consequences on the social
life.
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2. The Role of Marketing in the Modern Organization
The organization must have effective methods and techniques to adapt to the evolutions
of the environment. By virtue of this fact, the assurance of a real adaptability cannot be
left solely to the specialized personnel, all the components of the modern organization
being involved in the change. Because of the fact that in the adaptive organization the
entire social structure experiences change, the organizational management plays an
increasingly important role in developing some solutions that favour flexibility /
adaptability. In the process of developing / adapting to environmental changes,
organizations are also highly dependent on marketing, on its role in the coordination /
logistics of goods produced for the efficiency and competitive advantage over other
organizations.
Modern organizations, from a managerial point of view, are interested in developing a
strong market position based on different long-term competitive advantages. Such
advantages can be obtained through an intelligent allocation of the intellectual capital
potential within the organization. The creation of the marketing network and the efficient
allocation of resources can only be achieved through a continuous and relevant strategic
planning effort. This allows modern organizations to dispense their efforts taking into
account the relevant marketing environment conditions and the relevant internal forces
within a certain period of time. In order to obtain a proper approach to the marketing
management activity, there is a constant need to implement a good communication
infrastructure at every level of the organization. This implies top, middle and operational
managers to be connected and communication channels to be fully operational and
optimized.
The role and position of marketing in the structure of the modern organization also
depends on its degree of orientation towards the higher satisfaction of the customers’
requirements. Timely knowledge of customers’ needs, requirements, desires and
purchasing possibilities is vital in the organization’s ascension.
As a result, the marketing function makes its presence more and more felt and comprises
activities that ensure marketing the role of integrator within the organization, including its
connection with the external environment, the investigation of needs and the market
research, the presentation of products and services, the promotion, advertising,
distribution, the provision of users and after-sales services (within the guarantee and postwarranty period) training, tracking the behaviour of the product within consumption
(after-sales), recovery and recycling of used products.
Considering the fact that the organization operates in a competitive environment, in the
contemporary society the importance of marketing is essential for its survival. If a
manager coming from the field of marketing runs the company, then the result is a deeper
involvement in serving customers, and at the same time, the support of the marketing
department, including marketers. In fact, the purpose of marketing is to satisfy the
customer’s needs, the customer being placed at the centre of the organization’s activities,
thus contributing to the success of the business.
Marketing is essential only if it is understood and implemented starting with the higherlevel manager (the management team) and ending with the last employee of the
organization. Thus, a knowledge-based marketing culture is created, which projects the
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organization on the expected coordinates, and determines the customer to want to buy
the company’s products / services against the competition. Regarding the consolidation of
the organization’s actions, a thorough knowledge of the customers, their requirements,
demands, preferences and their buying possibilities, so that the reaction of the
organization to be immediate, according to the demand of the consumers, is necessary.
On the other hand, the coordination between marketing and the other departments of the
organization is vital in focusing the efforts to satisfy the customer; coordination being
based on full mutual trust and close relationships between the management team and
employees, between employees, between departments, between the organization and
business partners.
The role of marketing in the management of a modern organization depends largely on its
foundation through the policy, concept, strategy and actions program adopted to meet
the specific performance objectives and criteria. The marketing policy is an active part of
the general policy of the company and therefore tends to become ideally and enforceably
a concern of the entire staff. The marketing policy is fluid among the employees. The
explanation is simple. Marketing must ensure the sale of products. The products generate
revenue. The revenue is also used to pay salaries. Therefore, internally, marketing policy
becomes co-interest policy. Thus, a front of observing and intercepting the market
movements is created, and this fact determines folds and withdrawals in the allocation of
resources, identification of opportunities resulting from the detection of uncovered niches
or some strengths that outshines the competition.
Normally, the concept of marketing aims, both through the internal and external
communication, the subordination of the entire production process to meet the needs of
the customers. At the same time, it pursues the type of relationships with the partners
and consumers, the exchange of information with them and their capitalization based on
the win-win principle.
The marketing strategy is in close interdependence with the organization’s production and
marketing strategy. Through it the marketing budget, the target customers, the
observation of the competition and the critical analysis of its position on the market, the
kind of services that accompany the products and other ways that can contribute to the
increase of sales and the continuous adaptation of the products to the consumers’
requirements are established.
The program of marketing actions includes the general objectives, the specific objectives,
the modalities of achievement and the deadlines, the target customers, expected results
and other indicators considered important by the organization’s decision-makers.
Concurrently, the responsibilities of each member of the respective lucrative community
are established.
All these elements can generate profit if we stop considering the marketing activity as only
the work of the specialized compartment. Equally damaging is the thinking according to
which this department only deals with product launches, their popularization through
mass media, market research and providing information to the sales department. An
integrated approach of marketing’s role in the management of an organization implies
understanding the interdependence between the policy, concept, strategy and the specific
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actions program. In this way, marketing is treated as a pragmatic science and not as a sum
of more or less important activities in the sale of products.

Conclusions
In analysing the organizations, researchers focus on structure and organizational culture,
on development and organizational change, on the emergence of modern organization.
The development of organizations depends on the control of information, focusing on the
central importance of writing within this process: an organization needs written rules in
order to function. Modern organizations, from a managerial point of view, are interested
in developing a strong market position based on different long-term competitive
advantages. The role and position of marketing in the structure of the modern
organization also depends on its degree of orientation towards the higher satisfaction of
the customers’ requirements. Timely knowledge of customers’ needs, requirements,
desires and purchasing possibilities is vital in the organization’s ascension.
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Abstract: Economy-wide real wage growth in Romania has been accelerating since
2015. While wages in Romania are low relative to the rest of the EU and they are
expected to continue growing faster than the EU average as the economy catches
up, wage growth in excess of productivity gains could lead to losses in
competitiveness. Overall, the increase in real compensation per employee was
broadly in line with that of labour productivity between 2011 and 2016. Already in
2016, however, real compensation started to race ahead and in 2017 unit labour
costs expanded by more than 11%. While Romania's exports have fared well in
recent years, the current account deficit has been gradually increasing since 2014 as
imports accelerated in line with booming private consumption, itself stimulated by
a persistently pro-cyclical fiscal policy. Thus, a deteriorating external
competitiveness and export performance due to rising production costs could pose
significant macroeconomic risks. Against this background, this paper seeks to
investigate the role of public sector wages in leading wage changes in the economy
as a whole, which in turn might influence Romania's cost competitiveness.
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Introduction
Economy-wide real wages in Romania have been growing at double-digit rates (year-onyear) since late 2015. In the fourth quarter of 2017 average real compensation per
employee had increased by around a third when compared to the same quarter of 2015.
Public wage growth considerably outpaced wage growth in the private sector, with public
wages increasing by more than 60% in real terms over the same period. Ad hoc public
wage hikes and consecutive increases of the minimum wage, which rose by almost 40% in
real terms between end-2015 and end-2017, have been among the drivers of these
developments. Romania has one of the highest shares of workers earning the minimum
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wage in the EU, suggesting a relatively strong relationship between minimum and average
wages2. This is particularly true for the public sector, as about 40% of public servants were
receiving the minimum wage at the beginning of 2015.
Figure 1: Monthly average wages in Romania

Source: European Commission

Looking into potential spillovers between public and private wages and the direction of
influence in wage determination is therefore particularly relevant. Previous literature has
shown that public sector wages play an important role in the determination of labour
costs in major euro area economies. Perez and Sanchez (2011), for example, analysed the
interaction between public and private wages in the four largest euro area economies 3.
They found evidence of pure public wage leadership in Germany and France and of bidirectional links between public and private wages in Italy and Spain. Given repeated
public wage hikes in recent years, the question of whether in Romania increases in public
wages are likely to push up private sector wages as well becomes pertinent.
Wages in Romania are low relative to the rest of the EU and they are expected to continue
growing faster than the EU average as the economy catches up. To avoid competitiveness
losses, however, wage growth needs to be commensurate with productivity gains. Overall,
the increase in real compensation per employee was broadly in line with that of labour
productivity between 2011 and 2016. In 2016, however, wages started to race ahead of
productivity and in 2017 the growth rate of real compensation per employee was more
than double that of productivity.
Admittedly, Romania's export prices in both RON and EUR have remained relatively
subdued and export performance has fared well in recent years. Romania had the highest
2

According to Eurostat's latest Structure of Earnings Survey, around 15% of workers earned the minimum
wage in Romania in 2014. Given that the minimum wage has considerably outpaced the average wage since
2014, this share is expected to have increased substantially. Estimates of the Ministry of Labour suggested
that around a third of all workers earned the minimum wage in 2017.
3
Perez J., Sanchez J. (2011), “Is there a signalling role for public wages? Evidence for the euro area based
and macro data”, Empirical Economics, October, Volume 41, Issue 2, pp. 421-445.
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global export market share gains in the EU in 2016, and the sixth highest in 2017. Despite
this strong export performance, however, the current account deficit has been gradually
widening since 2014 as imports accelerated in line with booming private consumption,
itself stimulated by a persistently procyclical fiscal policy. In consequence, a deteriorating
external competitiveness and export performance due to rising production costs could
pose significant macroeconomic risks.
Using data covering the period 2000-2017, this paper investigates whether public wage
hikes play a role in pulling up wages in the private sector as well, which in turn may have
the potential to damage external competitiveness, particularly if Romania's nominal
effective exchange rate continues to remain relatively stable.

1. Wage developments since 2008
In the run-up to the 2008 crisis, Romania saw an economy-wide pick-up in wage growth.
This acceleration, however, was substantially steeper in the public sector. Rising wages
lead to an increase in unit labour cost despite significant improvements in labour
productivity (Graph 2).
Figure 2: Unit labour cost decomposition

Source: European Commission

In the wake of the crisis, wage restrain was a key element of Romania’s stabilisation
policies. As part of the fiscal stabilisation measures under the 2009-2011 balance-ofpayments financial assistance programme, the government imposed in May 2010 a 25%
reduction of public wages for all public sector employees4. The wage bill of state-owned
enterprises was also constrained, while the minimum wage level was frozen at RON 600 (~
EUR 140) in 2009 and 2010. These steps, together with major slack in the economy,
4

The measure was temporary and was reversed in several steps as fiscal space became available: i) in
January 2011 an increase of 15% compared with October 2010; ii) in June 2012, increase of 8% compared
with May 2012; iii) in December 2012, an increase of 7.4% compared with November 2012.
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moderated wage growth. This helped contain labour compensation growth in line with
productivity gains during the post-crisis years (Graph 3). Sustaining this trend in the future
would help preserve Romania's cost competitiveness.
Figure 3: Labour compensating and labour productivity

Source: European Commission

Wage growth, however, has been picking-up since the second half of 2015, in the context
of a tightening labour market and repeated public wage and minimum wage increases.
Average compensation per employee grew by 10% in 2016 and by 16% in 2017, almost
four times the growth rate of real labour productivity. In consequence, nominal unit
labour costs rose by 4% in 2016 and 11% in 20175. In addition, although the nominal
effective exchange rate has remained relatively stable over the last few years, the
acceleration of wage growth has led to a real exchange rate appreciation of around 13% in
2016 and 2017. The deterioration of external competitiveness due to rising labour costs
could pose important macroeconomic risks considering that the current account deficit
has been gradually widening since 2014.
The rise in labour costs, however, has not been uniform across sectors (Graph 4).
Productivity gains and contained labour compensation during the post crisis years have
curbed unit labour cost growth in the tradable and private non-tradable sectors. In
contrast, the public sector has seen a marked acceleration of labour costs in recent years.
The increase in unit labour costs in the public sector, however, might pose a risk of higher
costs in the private sector as well. More attractive wages in the public sector might foster
wage pressure in the private sector as well. Thus, accelerating wage growth in the public
sector could also have a negative impact on Romania's cost competitiveness.

5

The real effective exchange rate was deflated using unit labour costs. For a comparison, over the same
period Poland's real effective exchange rate appreciated by 5%, Bulgaria's by 8%, and Hungary's by 10%.
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Figure 4: Nominal unit labour cost growth by sector

Source: European Commission

Public wages have been raised significantly since 2015 - largely on an ad-hoc basis. The
government has justified the increases as necessary to attract and retain high-quality staff
in the public sector, in line with its priority to improve the quality and efficiency of public
sector services.
Public sector wage policy could affect economy wide wage settlements in a number of
ways. Sharp increases in wages in the public sector, which accounts for almost 20% of
employees, could provide a strong signal to private sector wage-setting (demonstration
effect). Higher wages could also attract private sector employees to the public sector,
forcing private companies to increase wages, particularly if the labour market is tight.
Competition by the government for the hiring of educated and skilled employees could
also create tensions in particular segments of the labour market. Overall, a substantial
impact of public sector wage hikes on private sector wages will tend to weaken the link
between wages and productivity in the latter.

2. Wage-setting Institutions
Wage setting institutions in the private sector were streamlined with the amendment of
the social dialogue code in 2011. This reform was designed to allow wages to better reflect
productivity developments. Wage bargaining was decentralised substantially, with
collective negotiations mandatory at the firm level (in firms with at least 21 employees)
but merely optional at the branch level. The extensions of the branch collective
agreements to all companies in the branch were also abolished.
According to Romania's Labour Code, the minimum wage is set by the government after
consultation with trade unions and employer's organisations. The law does not mandate
any particular timing or frequency of adjustment of the minimum wage. Thus, the
government is free to change the minimum wage when and as often as it wishes.
Furthermore, the level of the minimum wage is also at the discretion of the government
and is not influenced by any rule-based indexation mechanism.
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The minimum wage was frozen in 2009 and 2010 and grew at a moderate pace until 2013.
Since 2013, however, minimum wage growth has picked up significantly. Between
February 2013 and February 2017 the minimum wage almost doubled – from 750 RON
(~EUR 170) to 1450 RON (~EUR 317) – with a net average annual growth rate of 18%.
Starting with January 2018, the minimum wage grew by a further 9% in net terms. These
successive minimum wage hikes have resulted in a highly compressed wage distribution.
The share of workers earning minimum wage, which was below 10% until 2012, has grown
to more than 30% in 2017.6
Public sector wage setting was overhauled with the 2010 unified wage law (UWL). The law
was adopted with the aim to (i) limit and control the public wage bill over the medium
term and (ii) provide for transparent and comparable conditions of employment for public
sector employees. The UWL introduced a unitary wage schedule in the public sector and
abolished a number of discretionary wage supplements. According to the unitary wage
schedule, public employees were allotted "salary coefficients", with 1 corresponding to
the minimum wage and 12 to the largest possible public sector wage. This was meant to
ensure that any future wage growth would have to be system wide rather than targeted at
particular categories of public employees. The new wage schedule was to be gradually
phased in, taking into consideration the available fiscal space. With little fiscal space
available, however, implementation of the UWL was constrained and wage increases
continued to be given on an ad hoc basis.
In 2017 a new unified wage law was adopted to significantly increase public sector wages
over 2017-2021. In 2018, however, the effect of the new UWL on net public wages and the
public wage bill has been partly neutralised by a transfer of most social contributions
previously paid by employers to the employees.7

3. Wage Spillovers between the Public and the Private Sector
According to the classic Balassa-Samuelson model, the leader in wage determination
should be the sector, which is open to international competition, i.e., the
tradable/manufacturing sector8. Wage spillovers imply that, under the assumption of free
inter-sectorial labour mobility, if wages in one sector increase relative to those of the rest
of the economy, workers would move to that sector until wage equalisation is ensured
again. Therefore, the economic theory regarding wage spillovers makes two clear
predictions which are empirically testable: (i) the traded sector is the leader, and (ii)
relative wages are constant (or, less restrictively, the wage ratio is stationary).
However, leadership of the tradable sector in wage determination may not occur in
practice, and other sectors could, for various reasons lead the wage determination. First of
all, non-tradable-sector firms operate in a less competitive environment, since they are
not open to international competition. Therefore, unions might have stronger bargaining
power and, as a result, wage bargaining in non-tradable sectors may have higher wages as
their outcome, other things equal. Second, depending on the political pressure that public
6

SWD (2016) 91 final: Country Report Romania 2016
Social security contributions paid by the employees are part of the gross wage, while those paid by the
employers are not. In consequence, transferring social contributions from the employers to the employees
will automatically increase gross wages even if net wages remain constant.
8
See Balassa (1964) and Samuelson (1964). For subsequent models with similar predictions, see the
Scandinavian Model of wage determination (Aukrust, 1970) and the Froot and Rogoff (1995) model of the
Balassa-Samuelson effect.
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employees are able to exert on the government, also wage bargaining in the public sector
may lead to higher wage-outcomes and be the de facto leader in wage determination. In
addition, free inter-sectorial labour mobility may not hold in practice. If inter-sectorial
labour mobility is limited, full wage equalisation may not occur.
Real wages in different sectors in Romania tend to move very closely together, especially
in the case of manufacturing and services (Graph 5), and even more so since the end of
2010.
Figure 5: Sectorial wages in Romania, 2000Q1 – 2017Q2

Source: European Commission

While public wages tend to be highly correlated with those in other sectors, they
increased at a higher speed until the crisis and then dropped sharply during the crisis –
including due to a 25% wage cut in the public sector in the third quarter of 2010. After
2010, wages in the three sectors started following a very similar path until the third
quarter of 2015, when public wage growth accelerated again.

Conclusions
The paper clearly suggests that the public sector leads wage determination in Romania.
These results imply that with the public sector as a leader, the wage setting policy should
ensure that overall wage dynamics are attuned to productivity developments in the
tradable sector and reflect prevailing conditions on the labour market.
The analysis shows that, over the period 2000-2017, the public sector was the leader in
the wage setting process while the "tradable" (i.e. manufacturing) sector and the market
"nontradable" (i.e. services) sector have been the followers. These results suggest that,
notwithstanding nominal exchange rate developments, spillovers from wage growth in the
public sector to the private sector could undermine Romania's external competitiveness.
Imprudent public wage policy carries the risk of triggering economy-wide wage dynamics
that are inconsistent with productivity developments and can therefore lead to an erosion
of competitiveness.
What determines, in turn, wage leadership? This question is more difficult to answer. In
principle, institutional and structural factors should lie behind the leadership structure
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(Perez and Sanchez 2013, D'Adamo 2014). For example, more open and globalised
countries should be characterised by leadership of the traded sector. According to the KOF
Index of Globalisation, however, Romania ranked 25th in the EU in terms of globalisation
in. 2018. On the other hand, countries in which the public sector is large and has
bargaining strength or which have higher union membership could tend to be
characterised by leadership of the public or the non-traded sector.
One warning should, however, be added to the present analysis. Since minimum wages, as
well as public sector wages, have increased substantially between 2015 and 2017, the
estimated leadership of the public sector might actually be a by-product of minimum wage
increases. However, as discussed above, this result was also found on sample periods
where minimum wage increases had not been large. Since the share of public employees
who earn the minimum wage relative to the share of private employees has actually
decreased in recent years, moreover, public wages are less likely to be affected by
minimum wage hikes than private wages, and therefore their leadership role would still be
valid.
Consequently, a responsible wage setting policy is needed to ensure that overall wage
dynamics are attuned to productivity developments in the tradable sector and reflect
prevailing conditions on the labour market.
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Abstract: Nowadays, consumers focus and rely on SNSs, which are thriving, to get
information, recommendations from other users for products and services, and also to
interact with companies and organizations. This behaviour is also common for
consumers and brands of the fashion industry, as technology and marketing
applications are evolving in a new digital environment. In this paper, we are
investigating consumers' relationships with Social Media and the way they could be
classified, based on their interaction with the SNSs of fashion companies and brands,
examining a sample of 327 consumers. Participants in the survey completed a
questionnaire concerning the patterns of Social Media platforms usage and their
experience. Afterward, Cluster Analysis was used to analyze and classify patterns of
usage and consumers, regarding the SNSs’ pages of fashion brands and companies. Our
results showed that consumers are classified into four clusters namely: Active Users,
Opinion Leaders, Entertainment Seekers, Basic Level- Entertainment Seekers.
Keywords: Social Media, Fashion Marketing, Fashion Industry, Consumers’ Behaviour,
Online Shopping, Greece
JEL classification: M31, L67

Introduction

The significant role of social media in the contemporary economic and social environment is
widely recognized by the literature, as they induce people's daily life and consumers'
behaviour [Kaplan and Haenlein, 2010; Alves et al., 2016; Antoniadis et al., 2017]. Social
Media platforms are not only used to motivate users to interact with each other but, are also
utilized by businesses to consolidate their presence and to promote their products in a
futuristic, appealing and innovative way to consumers [Valchvei and Notta, 2014; Tsimonis
and Dimitriadis, 2014; Felix et al., 2017].
According to The Statistics Portal [2019], social media users are more than 2 billion
worldwide and this number is expected to grow further, through the use of mobile devices
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and mobile social networks. That consecutively increasing users' participation has brought to
the fore a new type of consumer (the Hyper-connected consumer), who is well informed,
better schooled, with higher expectations from products and services, pricing and perceived
value. Precisely, this new consumer has also modified the modus operandi of the fashion
industry, as the switches in culture, combined with the use of new technologies and social
media have created a new reality for marketers and consumers alike. Hence, companies are
called upon to perceive the characteristics of these new customers and to come up with
appropriate and innovative marketing strategies. In that end, the use of specialized social
media tools and analytics is very helpful to identify and categorize consumers and their
behaviour [Bendoni, 2017; pp. 98- 109].
The results of various surveys for consumers' behaviour have indicated that they usually
avoid online shopping, due to the risk of their data security, or lack of access to financial
services [Antoniadis et al., 2014]. However, there is a continually growing segment, which
makes purchases online [Hines and Bruce, 2007; pp. 226]. A vital coefficient that influences
and places them in this category is the demographic factor [Kim and Kim, 2004]. However,
Goldsmith and Flynn [2004], along with other researchers, argue that consumers’
behavioural shifts in online shopping are not limited to demographics, but are also affected
by other factors, such as limited time available for physical presence and limited access to
selected stores. Some equally significant parameters that supplement online experience are
the intimacy with the online platform and the credibility of each company. Also, databases,
logistics and distribution networks are notable for the identification of consumers’ online
behaviour. The aspect that consumers’ behaviour is not only determined by demographics is
reinforced by additional researchers, adding to these the hour consumers choose for their
purchases or the existence of other consumers on various market channels. Moreover,
consumers' ultimate intention to purchase is a combination of interest and market
opportunity [Kim and Ko, 2012]. Besides, research has shown that this behaviour is directly
correlated with the preference of a product or a brand, thus the future behaviour of an
individual consumer could be easily predicted.
The prime reasons for which consumers are obverting to Social Media platforms, according
to Rath et al [2015; pp. 268], are:
 To seek for information
 To receive recommendations from other users
 To interact with the company
 To receive a discount or special offer
The purpose of this paper is to study how consumers interact and use social media platforms
of business and fashion-related brands. The subject of the research consisted of aspects of
SM marketing in general and specifically in the fashion industry. The methodological basis
includes fundamental principles of consumer behaviour theory online and strategies which
are applied daily to promote fashion companies. The practical relevance of this paper in the
field is particularly important for professionals and academics, as SNSs are increasingly
taking up space in marketing and whatever strategy is used in these, must be carefully
selected, set clear goals and measurable results, particularly in the fashion industry
[Bendoni, 2017: pp. 188-189; Kim and Ko, 2012].
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1. Research Methodology
The research took place during September and December of 2018, where 327 users of SNSs,
regardless of age, employment, educational level, and income, completed a questionnaire
online. The questionnaire included 21 questions, and it was divided into three sections
concerning demographics, the relationship between users and SNSs and the way consumers
use and interact with SNSs of firms and brands in the fashion industry. The analysis of the
questionnaire was performed with the statistical program SPSS. The value of the Cronbach
Alpha was 0.898, which is considered to be an acceptable value [Hair et al., 2010].
Section 2 includes the samples' demographics. Moreover, Cluster Analysis is used in Section
3, for the embodiment of the samples' classification. Cluster Analysis accomplished
according to the means used by users for acquiring access to SNSs, the mainly SM platforms
used, and the primary aim of using them.

2. Sample Demographics
Of the 327 respondents, 57.2% are women and the remaining 42.8% are men. The samples'
majority is from 18 to 25 years old (38.8%), followed by the range from 26 to 35 years old
(27.8%) and the range from 36 to 45 years old (18.7%). Over the age of 45, it is 10.7% of the
sample, while under the age of 18 is only 4.0%. In terms of samples’ education, 44.3% are
graduates of TEI-University, 19% are postgraduates, 16.5% are high school graduates and
12.2% are IEK graduates. Holders of a Ph.D. (4%), high school graduates (3.1%) and primary
education graduates (0.9%) have lower rates. Similarly, in terms of employment, 37% are
students, 25.1% are privet employees, 13.8% are public employees and 13.1% are freelance
professionals. The lowest rates are for the unemployed (6.1%), households (3.1%) and the
pensioners (1.8%).

3. RESULTS
In the figures below, selected statistics are given concerning the relationship of the sample
with SNSs in general and precisely in the fashion field. 66,1% of the participants responded
that they are participating in the social media and SNSs of fashion companies and brands.
Figure 1 relates to how many hours per day the sample is engaged in SNSs. According to the
responses, the majority (37, 6%) answers that occupy from 1 to 3 hours. 29, 7% spend from
3 to 5 hours. 20, 8% spend more than 5 hours. The remaining 11, 9% of the sample spends
up to 1 hour.
120,0
100,0
80,0
60,0
40,0
20,0
0,0

100,0

37,6

29,7

1 - 3 hours

3 - 5 hours

11,9
Up to 1 hour

20,8
More than 5
hours

Total

Figure 1: How many hours per day the sample is engaged in SNSs (percentages).
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Figure 2 exhibits the frequency of product purchases from SNSs. As can be seen, 37,3% of
the respondents claimed that they make product purchases from SNSs sometimes. 27,2%
claimed that they buy products from SNSs rarely, followed by these, who answered almost
always (17,7%) and never (15,0%). Only 2, 8% of the respondents claimed always.
120,0

100,0

100,0
80,0
60,0
40,0
20,0

27,2

37,3
17,7

15,0

2,8

0,0
Never

Almost
Never

Some Times

Almost
Always

Always

Total

Figure 2: The frequency of product purchases from SNSs (percentages).
The following procedure was used to perform Cluster Analysis in SPSS for the factors that
emerged from Factor Analysis (interaction, eWoM, entertainment, users' experience)
[Antoniadis et al., 2019], to divide the sample in two or more clusters/groups [Aaker et al.,
1998: pp. 596; Constantinides et al., 2010].
In the first instance, because the number of clusters to which observations were placed was
unknown, Hierarchical Clustering and the Ward Linkage method were performed, which
resulted in four clusters.
Thirteen variables were used to perform Two-Step Cluster Analysis, which are the following:


As continuous variables, the four factors resulting from Factor Analysis - 1)
Interaction (factor 1), 2) eWoM (factor 2), 3) Entertainment (factor 3), 4) Users'
Experience (factor 4).



As categorical variables- 1) the existence of Facebook account, 2) the existence of
Twitter account, 3) the existence of Instagram account, 4) the existence of LinkedIn
account, 5) the existence of Pinterest account, 6) the existence of MySpace account,
7) the existence of YouTube account, 8) the existence of Other accounts 8) by what
means do you access SNSs.

Subsequently, after the number of clusters was known (four clusters), K-Means Cluster
Analysis was followed. Table 1 shows the final distribution of observations. The first
observation belongs to the first cluster, the second observation also belongs to the first
cluster, the third observation belongs to the second cluster, and the fourth observation
belongs to the third cluster.
Descriptive Statistics were then studied for the four clusters created, with a mean of 2.42
and Standard Deviation of 1.345, accounting for about 80% of the confidence interval.
Then, Two-Step Cluster Analysis was followed to make the observation distribution more
complete. Two-Step Cluster Analysis was again based on the four factors that emerged from
Factor Analysis.
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Table 1: Final Cluster Centers
Cluster
1

2

3

4

Factor 1- Interaction

,54654

-,53656

-1,87208

,16497

Factor 2- eWoM

,75986

,09582

-1,22945

-,47947

Factor 3- Entertainment

-,74757

1,37308

,84098

,22779

Factor 4- Users’ Experience

-,60876

-,79749

1,49943

,38425

In Figure 3 the Model Summary is presented, where the results in the "Cohesion and
Separation Style" model were characterized as fair.

Figure 3: Model Summary

Figure 4: Model Summary- Clusters’ Sizes
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Figure 4 describes the sizes of the clusters separately. The first cluster comprises 32.2% of
the sample. The second cluster consists of 16.9% of the sample. The third cluster is
composed of 21.5% of the sample. The fourth cluster is made up of 29.4% of the sample.
Besides, the ratio of sizes given between the largest and the smallest cluster is 1.91, which is
a good number as it is below 3.00.
Table 2 provides some insight into the characteristics of each cluster according to the
variables used.
Table 2. Fundamental information that separates each cluster
Variables

Cluster 1 32,2% (105
observations)

Cluster 2- 16,9% Cluster 3- 21,5% Cluster 4- 29,4%
(55
(70
(96
observations)
observations)
observations)

Means of
Access

Mobile Phone
88,6%

Mobile Phone
74,5%

Mobile Phone
98,6%

Mobile Phone
33,3%

Facebook

YES (98,1%)

YES (96,4%)

YES (100%)

YES (69,8%)

Instagram

YES (90,5%)

YES (78,2%)

YES (100%)

NO (78,1%)

LinkedIn

YES (61,9%)

NO (76,4%)

NO (100%)

NO (86,5%)

MySpace

NO (94,3%)

NO (100%)

NO (100%)

NO (93,8%)

Pinterest

NO (56,2%)

YES (94,5%)

NO (94,3%)

NO (95,8%)

TWITTER

YES (84,8%)

NO (94,5%)

NO (100%)

NO (90,6%)

YouTube

YES (82,9%)

YES (81,8%)

YES (57,1%)

NO (77,1%)

Other

NO (95,2%)

NO (96,4%)

NO (97,1%)

NO (99,0%)

Interaction
(Factor 1)

Mean= 0,17

Mean= 0,32

Mean= 0,17

Mean= -0,50

eWoM (Factor
2)

Mean= -0,01

Mean= 0,54

Mean= -0,26

Mean= -0,12

Entertainment
(Factor 3)

Mean= -0,02

Mean= -0,72

Mean= 0,23

Mean= 0,25

Users’
Experience
(Factor 4)

Mean= -0,05

Mean= -0,47

Mean= 0,20

Mean= 0,19

The first cluster comprised 32.2% of the sample (105 observations). In that cluster, users to
access SM platforms of fashion companies, use mobile phones (88.6%) and have accounts on
Facebook (98.1%), Instagram (90.5%) ), LinkedIn (61.9%), TWITTER (84.8%) and YouTube
(82.9%). Also, they are primarily looking for interaction with other users. These users could
be characterized as Active Users.
The second cluster comprises 16.9% of the sample (55 observations). In that cluster, users to
access SM platforms of fashion companies, use mobile phones (74.5%). The most used
platforms are Facebook (96.4%), Instagram (78.2%), Pinterest (94.5%) and YouTube (81.8%).
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Besides, users attach importance to eWoM, that is, to the reactions of other users, to
comments under posts and posts sharing. These users could be characterized as Opinion
Leaders.
The third cluster comprises 21.5% of the sample (70 observations). Users use their mobile
phones (98.6%) to access SM platforms of fashion companies. The most used platforms are
Facebook (100%), Instagram (100%) and YouTube (57.1%). Also, users pay attention to the
entertainment provided. These users could be characterized as Entertainment Seekers.
The fourth cluster comprises 29.4% of the sample (96 observations). Users mainly use their
mobile phones (33.3%) to access SM platforms of fashion companies. The unique SM
platform they use is Facebook (69.8%). Besides, users also pay attention to the
entertainment provided. These users could be classified as Basic Level- Entertainment
Seekers.

Conclusion
This paper has provided the opportunity to formulate conclusions that were substantiated
with theoretical, methodological, scientific and practical significance.
In the present paper, the relationship between users and SNSs of fashion companies, and
users' classification were examined. The presence of fashion companies on SNSs is a
common phenomenon, thus the design of the right marketing strategy needs to be carefully
tailored to attract the desired target market. Besides, the goal of any web strategy is to win
friends, fans and followers.
Considering the interaction, eWom, entertainment and users' experience in creating content
for SNSs and strategic planning, companies’ plans for future revenue growth,
encouragement for consumers' participation and engagement, and creation of long-lasting
relationships, will be achieved more reliably and consistently. Moreover, the company’s
image will be upgraded and brand equity will be amplified [Kim and Ko, 2012].
Moreover, the samples’ classification was made with the variables set forth and mentioned
above and it resulted that users are not seeking Experience through SNSs of fashion
companies. Theoretically, it could be said that interaction, eWoM, and entertainment are
the experiences of each user separately, depending on the mean used to access SNSs and
the SM platforms used by each user.
However, the results of the survey come with some limitations. In the first instance, because
the questionnaire was distributed online, there are no data on the respondents’ origin.
Moreover, apart from some demographic factors, factors such as economic, political, sociocultural, technological and global, as regards the macro-environment analysis were not
investigated. Moreover, more analyses should be conducted to identify the influence social
media has on the purchasing intention of fashion products to consumers and the effect that
various attributes of social media marketing have on brand equity and consumers’
perceptions. This analysis could also be conducted in industries that have similar
characteristics as the fashion industries like high-end consumer electronic products etc.
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Abstract: Nowadays almost all companies have to face challenges as markets evolve
dynamically and business models change permanently. The developments in many
sectors is slowing down, growth markets are hardly predictable, and they are
changing fast. Innovation and development cycles are shortened drastically. The
often slow and rather stuck corporate structures, processes and behaviors are no
longer able to respond quickly enough to radical changes. We need to develop new
approaches, that keep companies stay competitive. The new concept of agility
management is part of a new quality management approach. This paper presents a
conceptual framework of the key dimensions of the new quality management
concept, the agility management. For this research was selected the example of
Siemens AG, a leading German company, that is very known for its groundbreaking
innovations in many economic sectors.
Keywords: Agilty management, perception, dynamic, organization
JEL classification: M12, M15

Introduction
Many companies, small or large have to face challenges as markets evolve dynamically and
business models change fundamentally. Development in specific sectors is slowing down,
growth markets are hardly predictable and are changing fast. Innovation and development
cycles are drastically shortened. This has a massive impact on customers: they expect
individually tailored products and services at reasonably priced and quickly available. The
demands for quality requirements are huge. Additionally, short development times must be
realized at very low cost. Companies need to react quickly to these radical changes. But
internal corporate structures, processes, and behaviors are often far too slow, deadlocked,
and difficult to adapt. In this context, quality management must also change. The new
concept of agility supports the demands on quality management.
1
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Rapid digital developments and an agile environment are changing the requirements for
quality management and offer great opportunities for the future new quality. Internal
corporate structures, processes and behaviors are often stuck in traditional companies and
are difficult to adapt. Now, quality management is itself a topic of change, with the quality
manager offering great opportunities to actively shape this change.

1. The concept of agility
We noted in our research that the solution to face the above noted challenges is agility. The
concept of “agility” can be shortly defined as the ability to align organization and processes
in a dynamic marketplace so that business trends can be quickly identified, and innovations
can be profitably realized for the customer. Ownership Culture is considered to be a very
important basic principle. Companies that have implemented the agility management
replace the formal, hierarchical organizational structures with a dynamic team structure.
Competence management plays also a key role. Teams work on their own responsibility,
support open communication and are highly integrated and globally networked. Process
requirements are understood as framework conditions that can be flexibly and easily
adapted to the respective needs. Mistakes are understood as an opportunity to learn quickly
and make things better.

Figure 1. Most important components of the agility management.
Source www.agilebrains.net
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Many companies often are too complex and thus even inflexible. They consume a lot of
energy into uncoordinated internal processes in order to keep up with the rapid changes.
Instead, companies should ask themselves how they can change the entrenched technology
and complex business processes, attitudes, and behaviors. It is a key factor in how a
company manages to organize itself globally so that teams across borders can work together
in a productive and appreciative way.
The high level of complexity and ever shorter product life cycles require fast and flexible
processes. The reaction to these challenges is the agility. Flexible structures and simple rules
help to implement customer-oriented innovations. The teams have the overall
responsibility - also for the quality. Quality is created by teams that do not shy away from
mistakes but learn quickly from mistakes and share their knowledge with others. The
learning process is characterized by experimental action. The main goal of agile companies
is innovation quality in the sense that completely displace existing products or solutions and
create significant added value for the customer.

2. The Agility and Quality Management
Traditional quality management is often based on a deterministic organizational model with
central control management. Quality is ensured on the basis of detailed processes and
comprehensive rules. In the company development towards an agile organization the
understanding of quality plays an important role. In the following are noted the strategic
principles for future changes in quality management.
2.1. Personal Commitment to Quality in Everything We Do
This approach is an indispensable prerequisite for living quality management. Quality starts
with leadership at all levels. Leaders thrive on quality, establish it as a priority, and create a
culture of trust and learning. Quality is the responsibility of each individual. Since all
employees take responsibility for their actions, quality is not just a buzzword, but becomes
a lived basic attitude. The assumption of responsibility by individuals and teams signifies a
departure from a central, preselected control to a far-reaching self-control, which requires
a high degree of cooperation. The intensive use of an in-house social network promotes this
co-working culture. Quality is not delegated but is the responsibility of each individual,
recognizable by the fact that employees act as if they were their own company; they act as
owners. This shows for example, the fact that all employees adhere to the commitments at
all hierarchy levels. Individual performance is promoted, recognized and rewarded without
forgetting overall success. Quality not only affects one's own current activity, it also affects
everyone in the process, including suppliers and customers. Everyone is constantly striving
to avoid waste and eliminate errors in order to achieve business success.
2.2. Early Testing the Process so it can Be Learned Quickly
The third principle is particularly important in a market environment where speed and
innovation are important. Simple processes and active risk and opportunity management
are the way to success. Rapid response to change is more important in many cases than
excessive planning down to the last detail. This requires a culture that allows mistakes in
order to learn from them. Errors are understood as possibilities for improvement, the
employees get involved, they can speak openly. Short development cycles require fast and
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agile product developments. Simpler processes and systems allow early testing and fast
implementation throughout the product lifecycle. But this approach also requires a rethink,
towards a culture of experimental commerce that is faster and more efficient. The iterative
learning process is the more effective when customers and suppliers are involved in the
learning process right from the start. Consistent partnerships and teams that collaborate
effectively help manage complexity and get products to market faster as the identified risks
are under control. Agile quality management drives the transformation from a zero-defect
culture to a new culture of error "Fail Fast - Learn Fast" ahead. It supports this approach
through iterative test / learning cycles and preventative quality methods. Risks are
recognized as early as possible and actively managed by quality processes. In addition, an
agile quality management continuously strives to reduce rigid and excessive rules in order
to create new opportunities.
2.3. Real-time Information and Openness
This is a particularly important principle when it comes to quickly making quality-relevant
decisions and fulfilling quality requirements on a long-time basis. This requires relevant and
up-to-date data in real time. Only in this way can significant quality reports be created that
use management and experts to proactively control and improve the processes. Agile
quality management delivers real-time quality data for ad hoc analysis and rapid decision
making. It allows more in-depth analysis to find actual root causes. It promotes a culture of
action rather than reaction. By using relevant data and automated tools, reporting is
efficient and limited to the essentials. Data transparency is an accepted prerequisite and is
supported by all. Information is a recognized value and used by quality management.
2.4. Prevention, Risk Management and Systematic Improvement
This principle deals with risk management and continuous improvement. The higher the
speed and complexity, the higher the risk of errors. The key to active risk management is
trust and ownership. Employees can address risks openly and proactively and, where
necessary, receive support to avoid or mitigate them. All are valued and acknowledged for
this behavior. Agile quality management delivers the quality methods and tools and
integrates them into the day-to-day business. Employees are trained in risk and opportunity
management and related tools to support root cause analysis and prevention. Processes of
cause analysis and lessons learned and tools are implemented to prevent future risks and
their recurrence. Experiences and practices are decentralized and applied across
organizational boundaries and across businesses to avoid similar repetition. Risk registers
are used and kept up-to-date throughout the project or product lifecycle. Key figures are
established and actively scrutinized to ensure risk management is effective and effective.
This ultimately ensures that the organization is focused on prevention and reactive behavior
gradually overtakes itself.
2.5. Quality Competence for all Personnel
Quality is ensured by individuals. Quality itself is seen in the competence of each individual
and in the willingness to cooperate and ability to work in teams. Successful cooperation
increases flexibility and is promoted as a productivity factor. The agile quality management
ensures that all employees are trained in the basic and necessary quality methods and tools
to successfully complete their work. Employees are trained according to their needs and
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disciplined in the quality aspects of their work. Quality competencies are embedded in the
requirements of all job functions and are part of a comprehensive career development.
Quality-specific training paths are available for personnel development. Special quality
training, digital learning opportunities are readily available and can be accessed by anyone
as needed. A quality manager not only masters the necessary methods, but is also trained
in his social skills. Quality Management is responsible for the content of quality-related
training and ensures that it is up to date and valued. After all, the language of quality is
spoken throughout the company and understood by everyone. Quality is rooted as a basic
attitude in every employee.

Conclusion
This paper presents an overview of a new concept of quality management, namely Agility.
Customers perceive the quality of the total business success, with all the performance
elements - from financing of a project to planning, implementation, product quality of the
individual components, availability of the software and service, to the competence and
social skills of the employees. The increasing opportunities created by digitization enable us
to better fits to trends and customer wishes for perfect solutions. Due to automation,
process efficiency and effectiveness of our quality assurance tasks increases. Digitization is
taking a big step forward. It encompasses the entire networking of all available digital data
in the value chain. As companies need to ensure quality as preventively as possible, the idea
of a digital twin of solutions before they are physically realized opens up a whole new
dimension. Moreover, information and cyber security are an indispensable element of an
integrated management system in the light of increasing digitization. A modern quality
management system must face these challenges as well as global regulatory trends and its
stringent requirements and ensure compliance. We have seen in the new established “startup” companies how they managed to increase their sales in a few years, even months by
implementing decisions that ensure business success. This is happened mostly due to their
flexibility and ability to act agile.
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