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Abstract

During the 40 years (1949-1989) of centralized ngg@maent of the
economy, Romania was transformed from an agramaustrial country
into an industrial-agrarian country, but not beyonithe stage of a
developing country.

Planning the formation of the accumulation fund a&inel fixed funds
allocation made possible to faster diversify andr@ase the industrial
production.

In a first stage, during the"™8decade (1971-1980), the increase in
imports of capital goods needed in industries’ temlbgy revamping
engendered the growth of Romania’s foreign debt.

In the &' decade, the policy of forced payment of previously
accumulated foreign debt was achieved by aggressompression of
imports and boost of exports.

At the end, in 1989, Romania’s foreign trade suuetcorresponded
almost completely to the structure of the supplgmfrthe countries
producing industrial processed goods. From thisnpaf view, Romania
became, after four decades of accelerated developrme acceptable client
to Western exporters.

Keywords: economic growth; industrialization; development
dictatorship.

JEL Classification: B25, 010, 043, Q56, Z13
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The increased pressure entailed by the paymeriteogtternal debt
as well as the agrarian-industrial character ofRloenanian economy until
1940 led to the adoption of the accelerated incgigation solution.

The need to adopt a consistent policy of industaéibn was
already consecrated by the overwhelming majoritgaminomic works in the
interwar period, as industrialization was considettee only effective way
of achieving the macroeconomic balance.

The experience of the 80 years of (1859-1939) itrando capitalism
had highlighted serious inadequacies of the ecanggstems of the ‘lagging
behind’ countries slow pace of economic growthenmal inequalities in
regional development, ever more pronounced soaigiegation, dependence of
the capacity to pay the country’s foreign debt be instability of the
agricultural production respectively on the expaftsaw materials and semi-
products, maintaining a relatively small interndban market, the agricultural
relative overpopulation, lack of qualified persadnioe non-agricultural sectors,
maintaining a high level of illiteracy, etc.

Countries at the beginning of industrialization Icothope for an
intensive development, partially recovering the sygwards industrialized
countries only by accelerating industrial developtné was relatively easy
to justify and support such an imperative, but atmmpossible to achieve
it within the capitalist system already applied 8@ryears.

Forecasting calculations were daunting about thssipdities of
interwar Romania. The most delicate problem wasctivenic shortage of
funds, the scarcity of capital for public and ptesanvestment. Foreign
capital invested in Romania contributed sequentiallseveral sectors only,
and as duration in the short and medium term to deeelopment of
economic sectors.

Government budget revenues would not have beeneaile in the
most optimistic estimates to cope extensive investnprograms. One
example is illustrative: developing national enesygtem (not to mention
upgrading the infrastructure or mechanization efdfriculture).

Until 1940, the Romanian capital private initiativemained
relatively dominant at the small and medium eniegsr level. For “peak”
sectors at the time (mining, oil refining, wood)rdign capital was
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prevailing which, as we were saying, could haveyoal limited and
temporary positive influence for overall economiowth of the country.
The industrialization of the country would becontee taxis of
socialist economic policy. Domestic capital accumtioh and planned
investments distribution on sectors of the econoameye to ensure high
growth rates, specific to a forced, acceleratecelbgment, impossible to
achieve within the conditions of the market econdmgwn until 1940.

The international institutional framework — solving the problem of
the external market to accelerate the development socialist economies

Dating back to the sixteenth century, the debatieleds on ways to
ensure the economic growth of a country focusesmstongly, since the
second half of the nineteenth century, on the ingmme of foreign trade.

Foreign market expansion in terms of the classitedory of
international trade (Smith-Ricardo-Mill) would nbave to be a significant
problem, as each country could participate in theernational values
exchange “with what had been destined”.

Thus, if a country could naturally produce satisfac amounts in
cereals, bananas, coffee, saltpetre, oil or diamoftal example, according
to the principles of free trade, that country ohid to change its products
for those of other countries ensuring the demandhfose goods that could
not benaturally achieved from salt, pepper, oranges, glass, msirnoails
and rails to machinery, drilling rigs and refinenyd, nowadays, computers.

Thus, the international trade of goods and servimesiuced in
compliance with the international labour divisiomdafree trade principles
should vouch to all participants’ advantages amkbes, enshrining peace
and universal harmony.

The period of new great powers industrializatiamghsas Germany
and the US, led to a reassessment of the inten@dtivade theory and,
especially, to questioning the effectiveness ofapplication of generalized
free trade. It developed so with increasing viraknespecially after 1880,
the re-escalation ahercantilistpractices from the dawn of capitalism, now
calledprotectionism

11
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The most serious curtailment of confidence in theedlthy”
character of free trade principles brought byghatectionist theoryargeted
the very foundation of these principles: within théernational trade were
not exchanged goods based on equivalence accdadthgpricesof goods
and services, but exchanges of non-equivalence dpyealisparities between
the levels of productivity of production factorsafaral factor: thesoil,
human: thdabour, social-economic: theapital).

The expansion of the European market after 1850dtrowith it a
worsening issue: the acknowledgement of econonspadities between
countries and their aggravation. The limits of expan of thedeveloped
Europeeconomy revealed with increasing obviousness.

By 1914, however, the general operation of the furmdamental
systems (thegold standard monetary systeamd themultilateral trade
assured an overall development of the Europeanoecpneven though the
widening gaps continued to become chronic.

Following the serious distortions of the internaib economic
relations during the 1930-1940 period, became dleameed for a radical
restructuring of the international trade regimewadl as the imperative of
accelerating growth in the areas designed for theeldped economies
expansion.

Increasingly striking warning signals began to be &ard highlighting
a serious threat to the continued economic growthfaeveloped countries:
through the further aggravation of economic dispariies, the competitive
advantage held by these countries resulting from thinternational division
of labour risked to be left without the appropriate markets, clearly leading
to the decline of large or small industrialized stees.

In order to regulate international economic relagi@fter 1944, in
addition to the reorganization of the League ofidteg under its new name
of United Nations OrganizatioUNO), a number of new institutions was
established such as thHaternational Monetary FundIMF), the World
Bank theInternational Bank for Reconstruction and Developtr{(éBRD),
the General Agreement on Tariffs and Tra@&ATT), the United Nations
Conference on Trade and Developm@mCTAD), etc.

12
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The chances of the countries at the beginningef thdustrialization
to compete with industrial competitive productstine international market
along with the increasingly progress due to fasdehnological change in
developed countries were virtually nil.

For the new bloc of socialist countries shapedraft®45, the
solution to thdoreign market issuwas the establishment of t@@uncil for
Mutual Economic Assistan€MEA) in 1949.

Among other functions (planning correlation, foreigxchange,
financial assistance, etc.), the CMEA market waamh& ensure the supply
of raw materials and the sale of industrial andcadfural products of each
member country on more favourable terms than thoffered by the
Western markets.

The purpose of the industrialization policy

The stated objectiveof socialism was the country's transformation
from agrarian-industrial to industrial-agrarian. rRania was to develop
“multilaterally” to acquire a structure of sectoasd a quantitative and
gualitative level comparable to those of developaahtries.

For countries with a low level of industrial devetoent, the prevalent
development of heavy industry was considered thguenand secure way to
ensure a rapid and seemingly sustainable develdpofeaconomies as a
whole. Moreover, the Soviet experience itself (X¥2245) represented a
confirmation of the expected success in other dgwed) countries.

Historical prerequisites of Romania’s industrialization

During the eight decades of capitalism establisliif&H9-1939), the
Romanian economy was gradually drawn into the timfuWestern values.

In this new context Romankead tostart its modernization process.

The modernization of the Romanian society requingablic
borrowing which brought about the foreign debt @age. In order to pay the
foreign debt tontines, Romartied tosecure the necessary foreign currency
liquidity. But the Romanian economy depended largespecially until the
early twentieth century, on its agricultural outplRomania’s export

13
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capacity and therefore the ability to import westedmined by the annual
level of agricultural production.

The seasonal nature of agriculture and the inflaenicthe climate
engendered the instability of the agricultural pichn. Therefore, the
fluctuations in agricultural output caused serimolalances both domestically
and in the international economic relations. Dependon agriculture,
Romania’s international payment capacity was uatgraffecting the financial
potential to support imports.

Industrialization was supposed to attract a largg pf the labour
force surplus in rural areas, while the phenomeuoiorelative agricultural
overpopulatiorhad become a serious demographical and econootitepn
during the interwar period.

In academia, in the press, as well as among paligcand even in
the business environment the necessity of devejoaipowerful industry
had become a dominant idea until 1940. Moreoveteuthedictatorship of
developmentthe accelerated and forced industrialization ofm&nia has
become the main focus of the leadership of sotiRlisnania.

The industrialization strategy during socialism

The policy of industrialization meant developingtiwpriority the
heavy industry producing investment goods (camtads) or “means of
production”, as they used to say at that time.

The idea of the priority development of these s&cteas neither by
the Bolsheviks nor by the communists inspired. @b@nomic literature had
already shaped a school of thought which arguedntlieaning of this
strategy: developing theational productive force$List, 1841] could be
complete and real only by developing mainly thet@scwith a labour
productivity above the national average [Manoiled@p9].

Particularly encouraging for LDCs industrializatioimperative
argument, were also the findings of the League ditidds study
Industrialisation et commerce extériegublished in 1945. The solution

14
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suggested by the authors of the study targetedfitla@cial sources for
industrial investments in national accumulation.

The historical experience of the previous 80 ye#drestablishing
capitalism in Romania had shown that domestic ahpitcumulation was
extremely low compared with the needs of economiw asocial
modernization. On the other hand, it was estim#tatiautonomous foreign
capital investments in industries of the counta¢ghe beginning of their
industrialization will not be sufficient to covdra necessary.

Therefore, one of the functions of the socialisteyoment wago
force the domestic capital accumulation On that effect, the planned
distribution of the national income ascumulation fundand consumption
fundwas the way of achieving the necessary investrugas. The trend of
the single (communist) party policy aimed at acimgva certain balance
between the two funds.

Planning extremely high growth rhythms resulted high rates
scheduled for the accumulation fund to the detrimeih consumption.
Basically, within the framework of thelevelopment dictatorshipthe
totalitarian leadership aimed at raising incredsihgrger investment funds
(during 1961-1980) from a five-year plan to anothigy restricting the
household consumption.

The industrialization policy adopted in socialis@siollowed from
the beginning the intensive development of headystry (the Group “A”
sectors, producing capital goods) i.e. the extvactinetallurgical, chemical,
electrical industries, etc. and especially the nmeechnd equipment industry.
Machine and equipment industry was considered thecKbone” of the
national economy: on its development depended rée economic
independenceof the country.

The funds allocated to Group “B”, respectively ezt®rs of industry
producing consumer goods (food, textile, footwe#t,) were significantly
lower than those allocated to Group “A”.

! See Industrialisation et commerce extérieuSociété des Nations,
Geneve, 1945.
15
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Increasingly more pronounced in the 80s were fet Romanian
economy autarky attempts, focusing on severe tueat of imports,
relying on domestic industry’s production capaciwhich was not really
stimulated.

Despite the controversies related to the usefulnpagpose and
effectiveness of industrialization, it is obviolmsat after 40 years of forced
development, in 1989 Romania’s economic structuees wgignificantly
changed: the industry became the main sector.

The relation between industrialization and foreigntrade

The transition to socialism, in general, and in¢bantries of South-
eastern Europe in particular was done forciblyodigh the intervention of
Soviet troops. For a number of countries, socialigs considered the most
effective solution to accelerate the developmemt growth in as short as
possible historical times. Impositithe good” by forcewas achieved by the
“dictatorships of development” under socialism.

Forced development, labelled asocialism was largely the
continuation oftcivilizing by force— theforce of themarket— under the label
of modernization and capitalismvhich began in Romania with the reign of
Alexandru loan Cuza.

The association of the industry evolution with tbhaforeign trade is
not accidental. Until the First World War and thentil 1940 all been
written and talking about the difficulty, not to ysdimpossibility”, to
develop industry in Romania, namely generally ftbelior no industrialized
countries, first due to the limited internal andezral market.

The domestic market problem would be solved byadisen through
urbanization and increasing rural demand for ingalgbroducts. The limits
of foreign market remained a challenge to iderttiky outlets inherent in the
forced industrialization of the socialist countrieBhe industrialisation
required external transactions growth, not onlyrew materials supply but
especially for exports of processed (manufactupeodiucts.

It was easy to imagine that Romanian industry petsiuand,
generally, of the industry of most socialist coiedrin different stages of
the early industrialization would not have facednpetition in Western

16
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markets. To be “competitive” in the foreign markite socialist countries
needed an own market, relatively isolated from cetitipn specific to large
industrial producers.

The solution adopted was the creation of @muncil for Mutual
Economic Assistand€MEA) in 1949.

Synthetic indicators of the industry evolution betveen 1950 and
1989

The industry’s development and modernization isectéd by the
summarized evolution of the number of enterprisaisour input and the
dynamics of synthesis indicators.

The share of financial resources for achieving stdal investment
respectively the share of accumulation fund inarati income were greater
than those destined to other sectors. The intewosesf on industry
development materialized in the increase in nurobére industrial units.

The number of industrial enterprisesincreased from year to year,
from 1658 in 1950 to 2102 in 1989, the republicabhasdinated being net
“favourite” to local subordinated ones. It shoukel\well understood that the
number of enterprises is not an eloquent indichjoitself. What mattered
in the first place was the size of the enterprike;republican subordinated
had a much larger size.

The investment effort inherent in the establishnodrguch industrial
“mastodons” was exceptional. The evolution of lgcasubordinated
enterprises was tortuous, reflecting the diminighiterest in local industry
development.

It was thus confirmed the need for priority develgmt of large
industrial enterprises stipulated by Mihail Maneda, Stefan Zeletin and
others, thus being virtually diminished the impoda of National Peasants’
Party’s vision about the development of industdesnected to agriculture,
located mainly in rural areas.

The structure of employment has radically changed in 1989
compared to 1938 and 1950. In 1930 the share ofogment in industry
was 7.7% of total employed population, while theaur population share
was 21.4%.

17
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Romania’s transformation from an agrarian-industr@untry into
an industrial-agrarian countrys reflected, among other indicators, by the
ratio change of industry and agriculture employneares. In this respect,
the period 1970-1980 was decisive: the share ofl@ment in agriculture
decreased from 49.1% to 29.4%, while the sharenpii@/ment in industry
increased from 23% to 35.5%.

Consequently, compared to the beginning of theoge(1950), in
1989 the demographic indicators structures distedbioy urban-rural areas
and labour distributed by sectors were radicalkgratd. The population
employed in industry increased more than fourféloim 1 million in 1950
to 4.1 million in 1989; the share of employmenindustry increased from
11.9% to 38.1% of total employed in the economyjlevithe share of
employment in agriculture declined from 74.1% to5%%.

Forced industrialization also engaged the accadratbanization
process. In 1989 the urban population had a shaf&8.@% of the total
population, having increased from about 3 millianlB38 to 5.5 million in
1956, namely more than 11 million inhabitants ir899i.e. almost four
times compared to 1938.

Industry’s contribution to the formation of Social Product and
National Income

The increased importance of the industry in théonat economy is
reflected first by the contribution of this sectorthe formation of social
product (SP) and national income (NI).

Industry’s contribution to the formation of SocRitoduct increased
from 39% in 1938 to over two-thirds in 1989, whillee share of industry in
National Income rose from 30.8% to only 58.1%. Thféerences between
the weights of the two indicators, for example he tyears 1938, 1960 and
1989, were caused by sharper increase in matesas.cThus, the share of
expenditures made in industry in total materialt€a®se over the same
period from 36.6% to 71%.

2 Romanian Statistical Yearbqdko90, p. 51; A. Bondre&tarea naunii 2000.
Romania incotro”Editura Fundiei Romania de MaineBucurati, 2000, p. 195.
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The investment effort devoted to industrial development was
remarkable. The investment in the industry held ldvgest share of total
investment in the economy, i.e. between 43% and @@&ximum reached in
1986), increasing from about 2.4 billion in 195@ter 124 billion lei in 1986.

Increased investment brought about timelustrial production
growth which recorded the maximum increase (catedlan comparable
prices) of 44 times in 1989, compared with an itwesnt increase
(calculated at current prices) of only 37.2 timessus base year 1950.

The apparent increase in investment efficiency lmannferred from
the comparison with the investment dynamics of @talal production
compared to 1980 as a year of reporting. Whilestments diminished from
93% in 1985 to 83% in 1989, industrial productionreased from 120% to
133%, showing a slight decrease in 1989 comparel®&3. The industrial
production growth however was not the result ofineestments, but of the
average longer operating period of fixed assepsamious periods.

The efficiency of fixed assets in the industry,eafa real growth
recorded during 1970-1980, diminished in the lastadie. National income
realized in the industry related to the value pédl assets in the industry fell
on average annually by 3.4% during 1981-1985 al®@08during 1986-
1989. [Constantinescu, 2000]

Factors leading to reduced efficiency of fixed &sseere: the over-
endowment with fixed assets of enterprises; lomgrteffects of the energy
and raw materials world-crisis (1973-1979) whict te early degradation
of imported technologies; reducing domestic aneérex demand for some
industrial products (tractors, agricultural maciyne energy and oil
equipment, lathes, etc.); imbalances within entsegrthrough retrofitting
gaps between sections; breakdowns and faults cdwséuke lack of spare
parts or the incomplete providing of fixed assetsvising mainly after
imports restricting during 1982-1989.

Dispersal of investment destination in the lastadecof socialism
has generated unsustainable programs and plandingoduction and
labour. These causes have led to run time exterafidglelaying to operate
the objectives by 2-5 years and more.

19
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The evolution of output and investments by industial sectors
between 1950 and 1989

The structure of industry sectors has changed, sioguon the
development of heavy industry sectors (Group ApuprA share in total
industrial production increased from 45.5% in 198852% in 1950 and
72.5% in 1989 with a corresponding reduction of tBeup B share
(consumer goods).

For the Group A the highest increases in the sbéneroduction
volume were recorded by the following sectors: #f@re of industry
engineering and metal processing increased fro2fd 1938 to 13.3% in
1950 and 27.7% in 1989; similarly the share of dleamindustry
production went from 2.7% to 3.1% and 9.8%, whilen4ferrous and
ferrous metallurgy increased from 6.7% to 7.5% @n8% respectively.

Group B sectors producing consumer goods markedesha
decreases, even if their production has increas#uki period under review.
The share of food industry production decreasech fB2.4% in 1938 to
24.2% in 1950 and 11.6% in 1989. For textile indyshe evolution of its
share in total industrial production was upwardsyf 9.4% in 1938 to
11.1% in 1950 and declining to 6.6% in 1989.

Increasing production of the different sectors dokd the same
array of development with emphasis on heavy inglustr

The most significant increases in production weseorded by the
chemical industry — 221 times, and machine build#b8 times, far above
the industry average as a whole, while light indestincreases were below
the average of industry’s total respectively 24enfor the textile industry
and only 11 times for the food industry.

In the period 1950-1989 the average annual growtimaustrial
output as a whole was 10.2%, being surpassed bypGro (11.1%)
represented by th€hemicalindustry (14.9%) andNon-metallic minerals
extraction and abrasive productandustry (14.7%), Engineering and
metalworking (13.9%), Coke-chemical(12.8%), Electricity and Building
materials(11.2%).

® Romanian Statistical Yearbaok990, p. 452-455.
20
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Table no. 1. Industrial production dynamics of somemain
branches between 1950-1989
-0 -

1950| 1960| 1970| 1980| 1989
Industry, total, of which 100 340| 1100| 3300| 4400
Chemical industry 100 658| 5400| 17800| 22100
Machines engineering 100 585| 2700| 11000| 15800
Building materials 100 409| 1600, 4700 6200
Wood processing 100 317| 986| 2000| 2600
Food 100, 238| 489| 939| 1100
Textile 100, 235| 655| 1900/ 2400
Apparel 100, 241| 736| 2400| 4100

Source:lRomanian Statistical Yearbook990, p. 432-433.

The main beneficiaries of intensifying investmenigere oil
processing industty electricity and thermal energymetallurgy and
chemical industries in which there were invested betwee8o-45%.
[Constantinescu, 2000]

The investment effort has not been evenly distebubver the 45
years. Completion of industrial investments andedixassets operating
required different periods of time by the indusinyquestion. Therefore
stepping up investment process is best reflectethdyvestment dynamics
outmatching by fixed assets dynamics inddx16 in the period 1966-1975,
namely 1.32 between 1976 and 1980.

Between 1980 and 1989 statistical data production and
investmentsn the industrial sector reflect contradictory d®pments of the
two indicators.

Overall, with a few exceptions (the garment indystor example),
the last decade of the reviewed period investmeoivilp was below the
level reached in 1980, while the industries outpas considerably higher
than in 1980Nachinery industryandMetal processingChemica etc.).

The explanation for increased production, whileusgalg investment
growth to 1980, is the time gap between the pepioshaximum investment

21
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efforts and the lag to operate the respective fa®gkts. In the case of highly
productive sectors (most industries in Group Agreased investment was
made approximately between 1960 and 1980. In addmumber of sectors,
investment effort continued after 1980.

With a diversified structure, providing the bulk die domestic
demand of consumer goods and, in the 9th decads, aeanand of capital
goods,despite halting the refurbishment and despite thex¢ension of the
useful life of fixed assetsthe Romanian economy was far from beiagile
of scrap’.

The lucid observation of maintaining and worsertimg gap from the
front-developed and even some developing countniest be supplemented
by a clear understanding of the realistic possigdiof a forced-accelerated,
artificial development. The industrialization of fRania had achieved its
historic goal: the compatibility of the domestic demand for consumr
goods with the developed countries supply structure

Reducing the volume of investments in the decadd®-1989 was
caused both by restricting imports and the sustie@fiort to pay the foreign
debt, as one of the major sources to cover invedsna the economy in
general, and in particular in the industry, wasststmg of external loans by
the International Monetary FundIMF) and the InternationaBank for
Reconstruction and DevelopmdiBRD).

The foreign debt of Romania between 1976 and 1989

Insufficient domestic financial resources for invesnt were one of
the defining characteristics of the economic evolubf Romania between
1859 and 1939. The appeal to foreign capital hazbrbe more insistent
during conservative governments (1888-1900), resmde during the
National Peasants’ Party ruling between 1929 aid319

The domestic capital accumulation achieved throtingh autarkical
policy applied by socialism, as well as the coopemnarelations within the
Council for Mutual Economic AssistancCMEA) should have been
sufficient for providing growth resources. But thlevelopment acceleration
efforts after 1965 proved these were not sufficient

22
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Promoted openness to the West after 1965 and edlpeafier 1968
brought Romania within thieternational Monetary Fundince 1972.

Table no. 2. The foreign debt of Romania during 195-1981
- Million US dollars -

1976 | 1977 197§ 1979 1980 1981

Romania’s foreign debt 28763684| 5170| 7342| 9810| 10546

Source: N.N. Constantinesdaforia economié a Romanieivol. |l, Editura Economig,
2000, p. 376.

In, we could say, anecessaryway, given the highly accelerated
growth planned for the period 1976-1985, Romaniagjabhe to make
increasingly more consistent loans abroad to cotrex imports of
technologies, machines, equipment, and machinemy fthe industrialized
countries. Foreign currency commercial loans desigto support these
imports came from various banks, as well as froedriternational Bank for
Reconstruction and DevelopmdiBRD). In 1976 the foreign debt consisted
of $ 864 million from banks and $ 2.012 billion rinanternational financial
institutions. In just six years the total debt et $ 10.546 billion, of which
10.160 billion in convertible currencies, markingiacrease of 3.6 times.

Most of the external debt consisted of medium amdjdterm loans
for development or modernization to provide theustdy with advanced
technology and equipment. Medium and long-term delyeased 3.2 times,
from 2.4 billion in 1976 to $ 7.7 billion in 198Current revenues coming in
mostly from exports could not cope with increastebt pressure incurred
particularly in the period 1978-1981, so in 198& #rrears had reached $
1.1 billion.

Therefore, at the beginning of the 9th decade Raanaas facing a
real foreign debt crisisoccurredonly eight years after becoming an IMF
member.

Romanian statdoreign debt crisis was caused, in addition to
massive imports of capital goods, by the followiagtors:
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a. Changing of oil and raw materials market conjurecby oil crisis
outset (1973-1979), which created an exceptionaavy burden by
increasing the prices of these products ¢iheill).

b. Higher oll prices added the increasingly higbeerde oil imports,
inherent in the 8th decade of accelerated developmeéhich had reached
45% of the total Romanian imports in convertiblerencies.

c. In addition to collecting medium and long-ternebd an
aggravating role was played by the increased dbart- foreign loans,
which share in total external debt went from 4%4.976 to 22% in 1980.

d. Western banks have tightened credit conditioms docialist
countries following the collapse of Poland.

In order to solve the foreign debt crisis, Romamas turned to the
IMF support, which was conditioned by the achievetr@ an adjustment
program to ensure the necessary currency liquatity rescheduling loans
from foreign banks.

Following the implementation of the adjustment pemg, since
1982 the current account recorded surpluses:

Table no. 3. Evolution of the current account balane of Romania
1981-1989
- Million dollars -

1981| 1982 1983 1984 1985 1986 1987 1988 1989

Foreign trade balance 103 1814 1869 2812 1772 16808| 3750, 205(

Current account balange -833 1040 1160 1719 13815 [12043| 3922 2514

Source: N.N. Constantinesdstoria economi@ a Romanieivol. |, EdituraEconomia,
2000, p. 377.

It is remarkable that after six years (1982-198¥ Yaveign trade
balance surpluses that ensured a current accousittveobalance, in 1988
and 1989 the current account surpluses exceedeéxperts (by $ 172
million in 1988, and $ 464 million respectively1989)!

Before unfolding the process of forced paymenbogign debt, after
rescheduling the public debt, the external debtisemwas the following:
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Table no. 4. Rescheduling and repayment of externdebt during
1986-1989
- Million dollars -

1986 1987 198§ 1989 1990 dwfp990| Total

Foreign debt rescheduled 6395 | 5013 3456| 2386 1710 - -
Rescheduled reimbursements - 1382 1557 1070 676 9 170 | 6394
Effective reimbursements - 356 42%2 1790 - - 6398

Effective external debt at 31 Decembgr6912” | 6556 | 2304| 514| - - -

Sources: (INBR Annual Repqril998, Statistical Section, Table 17, p. 57
(2) N.N. Constantinescap. cit, p. 378-379.

Notes:

) Rescheduled foreign debt was calculated using flata source (2) from the
opening balance of $ 6.395 bilion and then sudeelys decreasing the reimbursed
rescheduled amounts in the second row. Rescheddemn debt (6.395 billion dollars)
differs from the actual of 6.912 bhillion dollars¢ccarding to NBR updates “considering
rescheduling and some loans renewal”.

™) According to the source (1), p. 8f theStatistics Sectionf the samd 998NBR
Report the external debt published series in the pet@86 to 1989 is different from the
one published in the same report at p: 57

986 987 988 989

875 272 106 74

Officially, on March 31, 1989 was declared the dosion of
Romania’s foreign debt repayment. As evident fromtable, the maximum
repayment effort was in 1988 and 1989 when theyeweaid more than $ 6
billion. The ambition to fully pay the external delvas interpreted as a
“foolish megalomania” and as *“foolish pride” genbraattributed to
Nicolae Ceagescu.

The currency liquidity hoarding effort intended fibre payment of
Romania’s foreign debt had dramatic effects forrtagonal economy:

— Imports of raw materials, technologies, equipmerachinery and
cars were severely restricted, being affected timtimued economic growth
in most sectors of national economy;
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— Exports were boosted by aggressively restrictirg ittvestment
fund and domestic consumption;

— Diminished domestic consumption affected the maldiving
conditions of the population:

 limiting food and non-food goods consumption in wias
left of the domestic output following the exports;

» excessively reducing consumption for a wide rande o
imported products;

« rationalization of utilities (supply of electricjtireat, water, etc.).

Forcing the foreign debt liquidation in the samequewhen there were
engaged large unproductive investmeR&ople’s Houseor with a long period
of investments returrD@nube-Black Sea Carded to serious decrease and
even stagnation of economic growth committed iwvipres decades.

The investment effort and forcing the foreign déiofuidation
seriously affected the livelihood of millions otizens.

On the other hand, one can say that the performah@ehieving
Romania’s financial independence in such a shaibghevas remarkable,
perhaps unique in history. The overwhelming majauit experts have stated
categorically that the so-called “achievement” \@d®segative performance”,
with catastrophic consequences for ensuring théreation of the upward
trend of economic growth. However, on 31 Decemi@891Romania had $
1.8 billion foreign exchange availabilities and hiad receive loans from
developing countries amounted to US $ 2.9 bill[@wonstantinescu, 2000]

The evolution of the Romanian economy after 1996 t@aconfirm
or deny thegratuity or theuselessnessf the extraordinary effort to which
were subjected the inhabitants of the country dutime last decade of
socialism.

Evolution of the Romania’s foreign trade between 180 and 1989

Dynamics of Romania's foreign trade

The industrialization of the Romanian economy btdugbout
significant increases in foreign trade.

Taking as a basis the year 1950, when net imptnaslg deficit)
reached 187 millioncurrency-lej until 1980 the exports dynamics was
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approximately equal to that of imports - 40 timesvgh. In 1989 exports
increased 42 times, while imports only 29 times parad to 1950.

The trade balance was mainly negative between &8801980. The
trade deficit accumulated in each of the past thlezades passed from 1.7
billion currency-leiin the period 1950-1959, to 4.5 billi@urrency-leiin the
decade 1960-1969 and to 18 billicurrency-leibetween 1970 and 1980.

The currency-leu had no material existence. It was just a monetary
unit of account used in the trade with western toes1 The name comes
from the procedure applied to transform in lei thalue of goods
denominated in other freely convertible currendased on the definitio
(parity) of those currencies into gold.

According to the 1954 Law, a lion was defined byamount of
148.112 mg gold. The dollar was defined by the 934 at the parity o
888.671 mg gold. The ratio between the two amoohgold determined a
official exchange rate of 6 lei per dollar. Witketlerisis of the US dollar,
after 1971, the official exchange rate of leu hppreciated against the
dollar, after 1980 following the currency markebtations.

For non-commercial relations (tourist trips, foraexle) were use
exchange rates with premium which evolved from 10694957, i.e. one
US dollar was exchanged for 12 lei, until the costiph of 200% premiun
in 1968, which meant that one dollar was equaBttel [Kiritescu, 1997]

=)

- —h

|®N

—

Forcing the external debt payment was materialimd external
trade surpluses, of about 300 billion lei in theige 1980-1989, large
enough to ensure the necessary currency liquidity.

The evolution of Romania’s export and import betwee 1950
and 1989

Before the end of World War Il Romania's foreigmde was
dominated by exports of agricultural commoditied amil respectively
imports of finished and semi-finished products.

Romania’s forced industrialization policy applied during the period
between 1950 and 1989 is reflected bydi@nge in foreign trade structure
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Export and import structure analysis is based auycts grouping
according two criteriaprovenance of traded goods the sector of origin
(agricultural or industrial) anthe degree of products’ processi(sjage of
manufacture: basic-raw, semi-processed or manutattespectively).

The structure of exportdas radically changed over the period
analyzed. At the beginning, the agricultural pradwaccounted for 55-60%,
while the industrial goods (including raw materialgpplied by extractive
industries) 45-50% of total exports. After 1980 thdustrial products had
reached a share of 75-80%, while agricultural petsi@0-25%.

At the beginning of the "6 decade, the unprocessed, basic, and
intermediate goods (with a low processing degreepanted for about 70%
of exports, finished products accounting for on323 In the § decade
manufacturing goods considerably diversified haathed 65-70% of total
exports, as the share of raw materials decreasalyB0-35%.

The literature often mentions that most Romaniandpcts with
varying processing degrees were not competitivefapaign markets, as
reflected in the prices at which these productewerded.

This lack of competitiveness fully corresponds e tLeague of
Nations forecast studyindustrialisation et commerce extérieul945:
developed industrialized countries will always keep technological
advantage to countries undergoing industrializatiorother words, the risk
of an industrial real competition from countriekeliRomania, Poland or
Yugoslavia was planned since 1945 as insignificant.

“The competition from the newly industrialized coues can lead to
losses in the market of a particular item; but ratynthese losses tend to be
offset by gains from the new application that aeeatn different ways, the
competition in question®”

The composition of imports reflects in turn, changing of the
domestic production structure. Imports of capitadods (machinery,

* “La concurrence pratiquée par les pays récemmmhistrialisés peut
entrainer des pertes sur le marché de tel outieleaimais normalement, ces pertes
tendent & étre compensées par des gains résu#talat wouvelle demande que
suscite, de différentes facons, la concurrence w@stpn.” Industrialisation et
commerce extérieup. 145.
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technology, transportation) were in the beginnimgdpminant (38.3% in
1950); its share diminished until 1989 to only aamer of total imports.
Reducing the share of the first group was compedshy the increase of
imports of fuels and raw materials utmost for tmedoictive consumption
(from less than a quarter of total imports in 19605 group held more than
half of Romania’s imports in the period 1980-1989).

The evolution of the two groups of goods refletts trade policy
decisive orientation towards supplying the nati@nomy with the means
to accelerate the industry development. The twoggaepresented in 1989
over 80% of total imports. Overall, consumption oépital goods
approached a share of 85-90% in 1990.

Consumer goods intended for population consumgtiecame less
significant in imports, reaching only more than 16#the total.

Corresponding to this evolution of the structurengborts, industrial
products in all three processing phases (raw nadgersemi-finished and
finished products) mark a permanent increase, ibaning at least three
quarters of the total and a maximum of 85%, thderdhce being
represented by products of agricultural origin (raaterials and food).

Foreign trade flows between 1950 and 1989

In the period 1950-1989 the countries with whichnRaia has
maintained foreign trade relations were grouped tato broad categories:
socialist countriegmainly countries CMEA) andapitalist countries

At the end of 40 years, according to data reportedl1989,
Romania’s foreign trade was distributed as follows:

- 60% of total trade was run with socialist countr(&2% with
CMEA countries and 8% in other socialist countries)

— 40% of the total volume of foreign trade was ruthwgapitalist
countries, of which 25% of the developed capitadistintries and 15% in
developing countries. [Constantinescu, 2000]

The evolution of geographic orientation or, betsaid the geo-
economic development of Romania’s trade was neatinlf at the beginning
of the 7" decade almost three quarters of the foreign tradewith socialist
countries, after 1965 the trade with the West ineed year after year, so that
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between 1975 and 1980, the capitalist countried etween 55 and 59% (of
these, over a third were developed capitalist ces)t

Significant is the pattern of the different catagerof countries. The
technology import was originally, respectively iretfirst decade, developed
as a priority from the socialist countries (maititg USSR); after 1965, the
importance of imports of machinery, plant, equiptneom the West grew
significantly.

On the other hand, it is necessary to highlightahentation of the
exports of machinery and equipment in the decade8 @nd 9 to the
developing and least developed countries. It isinsignificant that after
declaring Romania’s foreign debt payment in 1988mRnia’s outstanding
debt to these countries amounted to $ 2 billiomn&antinescu, 2000]

Along with the effort to pay the external debt e td" decade, the
imports of consumer goods for the population dedifrom 11% in 1970 to
7% in 1989. The domestic consumption situation alas aggravated by the
growth of exports of increasingly diversified angrhquality consumer goods.

Conclusions

The historical time for a possible reduction ofpdisties through
industrialization was extremely short for RomarBasically, given that in
the 6" decade (1951-1960) the economic growth recordedernate rates,
it's only 25 years, from 1964 to 1989, during whible accelerate pace of
industrialization has reached the maximum. Theease in volume and the
diversification of import and export structure esfled and enhanced the
development of industry.

As a consequence of the socialist industrializatipnoduction
diversification and domestic supply of consumer dgoas well as the
imports from both CMEA and the West markets hawhaped consumer
habits and managed to stir up, to a large exthat;lust” for consumption
of the population.

Socialism had fulfilled itshistoric mission domestic consumer
demand structure became compatible with the supplgtructure of the
major international industrial producers. In 1990 the West had a serious
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outlet in Romania, a country which has become $s than half a century a
good potential customer for Western products martufag firms.

Most economic and sociological analysis on Romansdcialist
industrialization stressed that most technologmgsarted during 1950-1980
were mainly energy-intensive, polluting and uncotitipe in relation to the
dynamics of technological progress in developechtiees. The analyses on
the worsening gap between the level of industréaletopment in Romania
and in European countries are flawed, however, daragerous bias, as if
taken from the socialist ideology: the premiseha approach of Romanian
economy growth is theontinued growth at any cdst

Moreover, the myth of perpetual growth based on pleemanent
industrial revolution conquered the minds of ecoistsyand politicians since the
nineteenth century. For the good of the peopldshidid been isolated from the
benefits of the “industrial production”, the policy artificial industrialization
was considered a vital necessity since the secalhdfithe nineteenth century.
Promoted with maximum intensity during socialismgdustrialization has
radically changed the consumer habits, as welhasstructure of actual and
potential demand for food and non-food consumedsgioo

In 1990 the structure of the Romanian economy spamrded to the
standards of amndustrial-agrarian economyConsequently, the structure of
consumer and most of investment demand had becompatible with the
structure of the processed industrial productslguppm developed countries.

The artificial growth in socialism has generatesedes of negative
reactions already anticipated by the study of teague of Nations in 1945,
Industrialization and foreign tradeStill striking is the study’s accurate
prediction about the cancellation of the industm@velopment support
when the international interests will require.

By restricting imports, the policy of foreign defurced payment
applied in the period 1981-1989 had led to the dbament of technology

® “Toutefois, ce développement [industriel] exigsméélement de lourds
sacrifices dans le pays ou il se produit et il éfava, en partie, antieconomique
lorsque les relations internationales normalesngéeédablies” Industrialisation et
commerce extérieuSociété des Nations, Genéve, 1945, p. 142.
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transfer and modernization efforts undertaken engtevious decade (1971-
1980). The partial sacrifice of domestic consump@émd economic growth
in favour of the forced payment of external debtswmable to totally
compromise the chances of resuming growth afte®198

The potential of the Romanian economyn 1990 was long called
“the heavy legacy of Communism”. Indeed, the acdatran of socialism
decades has proved to be extremely difficult to aganafter 1990. With
very few exceptions, the “achievements of socidligsmare wasted mostly in
the first decade of transition.

However, without being advanced in the hierarchyEofropean
countries, despite the structural imbalances “betiigel” by the socialist
regime,the industrial and agricultural potential of Romania in 1989 was
considerable constituting a starting stage of EU integration.

The end of socialism brought with it the hope #athe evils of the
authoritarian leadership, more and more distaninfrihe reality of the
Romanian economy, would disappear. Many peoplentgdathen, in the
early 90s, the years that were to come were to anmenwhat was good in
socialism with what was enshrined as good in chgita

Further development of domestic production, the masition of
foreign trade and the position of foreign tradeabat were influenced and
determined by the European and international ecanoamjuncture, as well
as by the interests of timew political eliteto carry or not on the accelerated
growth policy specific especially to the “Caascu era”.

Restructuring and harnessing the potential of them&hian
economy depended on the economic policy of goventsneduring
transition (namely pre-accession to the EuropeamniynWhat they did
with the “heavy legacy” will be presented in anathdicle.

Here we must conclude that socialism was nothingalistorically
necessary stage towards globalisatioWho regards globalisation as an
unavoidable process should also praise the “seniadichievements™ This,
at least, if we follow out J.A. Schumpeter, consilg that “the subject
matter of economics is essentially a unique prodassistory time.”
[Schumpeter, 1954]
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Abstract

The article presents the origin of the strategy and focuses on the
historical development of theories of strategy and strategic management. It
presents the fundamental theories of strategy; ancient treatises on strategy;
thoughts and practices of European military strategists and the American
influence on the strategic thought.

Keywords: strategy, theories and treatises on strategy, military
strategists.
JEL Classification: NOO

Introduction

Modern organizations operate in an environment c¢EImgy
expansion of integration processes, formation mdiricial-industrial groups
and globalization of business. Global companies/\tlee world as a single
market in which volatility and unpredictability cstantly increasing. In this
situation, it is extremely important to use thipgyof management that will
ensure to the company way to adapt to rapid chamgése environment.
Strategic management is the process of determinirgge the organization
wants to be and how quickly to go there. Strateggmagement is a critical
success factor in the survival of the organizatimnncreasingly difficult
market conditions. It is a philosophy and ideolagdythe business and is a
symbiosis between the intuition of leadership, gimfessionalism and
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creativity of employees and their active participatin search of the best
ways to achieve the organizational goal.

Literaturereview

The article presents the origin of the strategy #owlises on the
historical development of theories of strategy atrdtegic management. It
presents the fundamental theories of strategy;eantieatises on strategy;
thoughts and practices of European military stiategand the American
influence on the strategic thought.

Theoretical background

In the 80s of 20 century business strategists realize that theee is
huge knowledge base that extends thousands of Yeails in time and
turning to military strategies. Today, main busmestrategies are
significantly close to the military strategies. &samples can be mentioned
offensive  marketing strategies; defensive marketingfrategies;
accompanying marketing strategies, strategies eifrija warfare, etc.

Genesis of thetheoriesfor strategy

The word “strategy” comes from the Greek wordtgomyia”
(“strategia”), which means “headquarter, commandlijtary art”, which
derives from &tpamyos” (“strategists”) translated as a leader or
commander of the army and the combination betweepo’toc” (“stratus”)
— “army, host” and y6¢” (“agos”) — “head, chief”, derived in turn from
“vo” (*ago”) — “will, lead, leader”. Initially, the sategy was defined as the
science and art of placement of troops in war. KHawvshould lead a battle
is a matter of tactics, and whether to start i isiatter of strategy. In the
field of martial arts Russian school talks aboutdi®egy”, “operational art”
and “tactics” while within the Western school fatrategy” and “tactics”,
the actions highlighted in the Russian school gefational” in the Western
school are defined as “small strategies”.

“Art of War” is a Chinese military treatise writteby Sun Tzu,
military strategist in the state of Wu in the |&® century BC or at the
beginning of the 8 century BC. The work examines the strategiesribat]
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to be followed for the implementation of basic mgeraent goals. Today
this treatise underlies the strategic SWOT analysibich shows the

relationship between the strengths and the wea&gassthe organization
and the opportunities and threats arising from e@R&ernal environment.
Leaders, as different as Mao Zedong, Antoine-Héomnini, Napoleon and
even Nazi commanders, drew inspiration from thatise. “Art of War” has

an impact not only on military thinking, but also economics, business
and management. Sun Tzu believed that the strategyld not be a plan in
the form of pre-established list, but rather regdiprompt and appropriate
actions in a response of changing conditions. [Bzun- 2003] Today the
work of Sun Tzu has captured the world of busingggves advice on how
to outwit the enemy, so the battle not to be nexgss

“Arthashastra” is an ancient Indian treatise onegomnent, economic
policy and military strategy, which is traditionalhssociated with the name
Kautiliya or Vishnugupta, identical to Canakyaisltbelieved that the author
lived 350-283 BC, taught in Takshashila, and latas the Prime Minister of
Empire Mauro. [Mabbett, 1964] “Arthashastra” jusisf an autocratic rule of
an effective and stable economy and describes aegyr for state
management. The scope of the work is far wider thengovernment and
provides a description of the entire legal and éuceatic framework for
management of a state, enriched with topics: miogya mining, extraction
of metals, agriculture, animal husbandry, medicarel wildlife utilization. It
focuses on the problems of welfare, redistributibnvealth during times of
famine, and collective ethics. The main idea in tleatise is the active
participation of the ruler in the management ofstae’s economy. The root
of wealth is considered to be embedded in econawtieity and the lack of
such leads to decline of the state. In the abseheeonomics activities, the
current prosperity and future growth will be degao.

Miyamoto Musashi (1584-1645) was a Japanese swanmitorned
into a legend. Musashi came from an old Samurailyamt the age of
seven, he remained an orphan and was shelteret mntle — priest in a
Buddhist monastery. He mastered the basics oftthgegy to combat with
sword. Watching the movements of the drummer iruddBist monastery,
Musashi developed technique to fight with two svepmthaking his defence
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impenetrable. Only thirteen, armed with a stickdeéeated in his first fight
a well-skilled swordsman. In Japan he is known sens&ei” — the warrior-
saint. [S9.com (1997-2015)]

Miyamoto Musashi wrotdhe Book of Five Rings in 1643. It has
been considered as a classic treatise on militeayegy. Five “books” in the
book are related to the idea that there are diffeedements of the battle,
just as there are different physical elementsf@ li

The first book is “Earth”, which refers explicithp the strategy for
fighting. The second is the book of “Water”. Thehau speaks of the spiritual
attitude in the way of strategy and warfare, incigdways of holding the
sword, approaches to fighting, martial hit, waygudtection, principles of the
fight and others. [Musashi, 2005] In the book ofréF the hostilities are
likened to the fire, and decisions instantly. Tgbielements of the strategy that
are mentioned are: to imagine that you are youmgn&® upset the enemy; to
scare the opponent; to get the enemy to fall mdecision; to divert the enemy;
to crush and eradicate deep. The author advisesevery respect take the
initiative.” The fourth is the book of the “Wind.An important part of
understanding your own course of action is to wtdad opponent’'s mode of
action. The fifth is the book “Emptiness”. It isroeected with what cannot be
understood. According to the author, the stratesppimes free and undistorted
and is the result of natural and spontaneous ogacti

Srategikon is a handbook dedicated to strategic actions im, wa
written at the end of the™6century by the Byzantine Emperor Maurice.
Effectiveness of the Byzantine military system wad through the reforms
of Emperor Maurice (582-602) reflected$trategikon. The text consists of
12 chapters on various aspects of the strategytaciics used by the
Byzantine army in the sixth and seventh centurgu$sing mainly on
cavalry, infantry, various military formations typeof tactics, training,
surprise attacks, ways of siege, drilling and athédie seventh and the
eighth chapters contain practical advice in themfasf instructions and
maxims on the strategy. Chapter 11 characterizesntlin Byzantine
enemies, including Franks, Lombards, Avars and sSl#¢ purpose is to
introduce the various methods of warfare of themgneThe book also
contains a list of military offenses and approgripénalties for them.
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The book is very similar to Sun Tzul$e Art of War in some pieces
of advice, which are given: [Maurice, 1984] “A shigannot cross the sea
without a pilot or an army cannot defeat the enemihout tactics and
strategy.” “To conquer the enemy army is bettentt@mdestroy it”, and in
addition “It is necessary to know the opponentribeo to avoid his strengths
and strike at his weaknesses.”

Srategikon promotes the use of spies and deserters from ésemy
army and misleading the enemy with disinformatitirhe enemy must be
deceived by false reports and plans submittedrtollyi deserters” [Maurice,
1984] wrote Emperor Maurice and offers a wide raoigeeicks of which the
commander to choose the most appropriate for thatgn.

Srategikon (Cecaumeni Strategicon) of the Byzantine commander
Cecaumenus (Kekaumenos), written at the end Bcémtury, is a handbook
offering advice on keeping of war and internal estaffairs. The book is
composed between 1075 and 1078 and is dividedixtoarts. Part | refers to
obligations and services due to ruler. Part Il am® general strategic
advices. Part Ill contains pieces of advice foama questions, like growing
children, house and family management and sodetiors. Part IV contains
tips for proper implementation of actions in caségebellion against the
Emperor. Part V contains pieces of advice to th@&wor about management
and defence of the state. Part VI contains pie¢eadwvice to autonomous
local rulers about their relations with the Emperor

Leo VI the Wise (866-912) was a Byzantine emperdnow
strengthened absolutism, limited the role of thaa®® and removed urban
governance. Worlactics (Tactica) is a military treatise written by/or on
behalf of the Byzantine Emperor Leo VI about 898-9@ars. The treatise
is one of the largest works on Byzantine militaagtics. It consists of 20
chapters, an epilogue and 12 additional chapteedfdcts a wide range of
issues, such as nature and content of the tatiiegyeneral qualities, ways
of decision-making, health of the officers, equipmef cavalry and
infantry, military sanctions, camping, military iimang, preparation before
the battle, sieges, actions after completion oflibttle and after the war,
surprise attacks, study of enemy military units.
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Leo VI updated and expanded Emperor Mauri@fstegikon and
emphasized to the use of prayer before battle. ¢lieved that having the
“divine help” his fighters would fight in “high spis” and postulated: “all
who are struggling through Christ, our Lord andbamalf of their families
and friends and country, and for the entire Clarsty easily will overcome
the grief, thirst, lack of food, cold, heat, pains [Leo VI, 2010] and those
who died in battle were considered as blessed.

European military strategists

The most famous works of Niccolo Machiavelli arbe Prince,
Discourses on Livy, andThe Art of War. Machiavelli dedicated his treatise
The Prince to the ruler of Florence, Lorenzo de Medici. Tivsrk remains
in history as the first detailed analysis of the @fr power. Regarding the
qualities required of the Prince, Machiavelli wratieat he should be
merciful, lenient, humane, honest and religioug, rbast important of all is
to look like he possesses all these qualities.

The Art of War by Machiavelli is a treatise written between 1%
1520 and published in 1521. It describes how itukhde trained and
organized an army. Machiavelli was one of the fivdters who talked about
size, composition, used weapons, moral and loglstapabilities of the
army. The work is focused on the following elemefiachiavelli, 1560]

» Selection of the soldiers;

* Preparation of the army;

* Ways to maintain order;

* Leading battles;

* Clothing during the war;

* Troops strength;

¢ Qualities and actions of the Commander,

» Leadership of the army;

» Halting siege fort;

* Provisions;

» Possible penalties;

» Secrecy in writing and transmission of letters atiters.
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On military strategy, Machiavelli said that if dyphacy failed, war
was a natural extension of the polidye Art of War also stresses the need
for state militia and promotes the concept of aneat citizenry. Machiavelli
believed that the whole society, religion, scienaed art were based on
security.

Frederick the Great (1712-1786), King of Prusssaconsidered a
brilliant military leader. He skilfully held off anies of Russia, France and
Austria during the Seven Years’ War from 1756 t63 7After his accession
to the throne, he indicated qualities of decisieader. His tactical and
strategic views arouse the admiration of Napoleamaparte and have a
significant influence in military science. Friedricelied on an alliance with
Russia, which army almost beat him in the Severrsf&dar but his rivalry
with Austria in Germany continued. In the area oimestic policy, his
primary objectives were the creation of order amtigline in the army,
carrying out a number of important legislative rafs, the establishment of
new industrial enterprises, and support for edanatnd improving the
infrastructure of Prussia.

He wrote his workAnti-Machiavelli, which was a refutation of the
theories of that author. He says: “Every art hagutes and maxims. One
must study them: the theory makes practice eass.lifdrof one person is
not long enough to let him to acquire a perfectvidedge and experience.”
[Air war gateway College (2013)] and “For havingék it is necessary the
enemy to be busy.” [Air war gateway College (2013)]

Napoleon Bonaparte (1769-1821) was the first Frefctperor. In
the course of little more than a decade he eshtaaisontrol by conquest or
concluded unions on almost all-continental westand central Europe to
his defeat in the Battle of Nations in 1813. At Bettle of the Nations near
Leipzig, Napoleon fought against Russians, Swedlestrians, Saxons, and
Prussians. Napoleon was defeated and after thg ehthe allies in Paris
demised. He got in possession of the island of EHibt#he Mediterranean
and was headed into exile by decision of the alti@harchs. In the spring
of 1815 he left the island and returned to Fraticeias a period of “100
days” of his rule. On June 18, he lost the battl@/aterloo. Napoleon was
exiled to the island of Saint Helena, where he dred821. His works
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Memoirs of Saint Helena Island andMemoirs have been published after his
death. [Academic (2000-2014)]

Napoleon significantly altered the state structofr¢he country. He
strengthened his personal power, held adminisga&form, established a
National French bank to store gold stocks and papmerey, and centralized
system for collecting taxes. His economic policysveamed at ensuring the
leading role of the French industry and financehe European markets.
During his campaigns, Bonaparte won more than @flebaand carried out
reforms in the army, which turned the French troiops the most efficient
force on the continent.

In terms of strategy, he considered: “The persaatbn of general
is absolutely necessary, he is the commander, and the whole army.
Gauls were not conquered by the Roman legions puCdesar. Rome
trembled not before the Carthaginian troops butotgefHannibal. The
Macedonians did not penetrate into India but Alelean Prussia was not
protected for seven years against the three mastidable European
powers by the Prussian soldiers but by Frederiel@reat.” and “Nothing is
more important in times of war than the unity oé tommand”. [Air war
gateway College (2013)]

On War was written by the Prussian General Carl von @&eitg
(1780-1831) after Napoleonic wars between 1816 2880 and published
posthumously by his wife in 1832. It is one of thest important military
treatises and has a significant impact on stratégicking. The book
contains a range of historical examples in whicaderick the Great and
Napoleon are central figures. Clausewitz playedrectrole in the reform
of the Prussian army, which led to the victory oMapoleon.

According to Clausewitz, war should never be seearaend in itself
but as an instrument of politics: “War is not mgralpolitical act, but also a
real political instrument, a continuation of palgiby other means” [Carl von
Clausewitz, On War, 1874]. He associated “strategyh art and “tactics”
with science. Clausewitz argued that the main tdsln army is to enter into
battle and destroy the main forces of the enenaydecisive battle. Thus, the
overall strategy must be focused on the destructidghe enemy army.
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Over the years, various thinkers and leaders innhigary sphere
and economy as Karl Marx, Friedrich Engels, Vladibenin, Mao Zedong
and Dwight Eisenhower used his ideas.

Antoine-Henri Jomini (1779-1869) was a Swiss officeafantry
general who served in the armies of France andi&uSse of the famous
military theorists and historians of the™@entury, he is the founder of
modern strategy. He is an authorTok Art of War, published in 1855.

The work consists of six parts:

1. State military policy.

2. Strategy or the art of properly directing thesses in the
development of military action of defend and attack

3. Basic tactics.

4. Logistics or the art to move armies.

5. Engineering — attack and defence of fortificasio

6. Small tactics.

A memorable thought of the author is: “Of all thedries about the
art of the war is only reasonable that, based erstidy of military history,
which recognizes a number of principles for theutaion, but leaving the
natural genius majority in the general behaviour war without
overburdening him with exclusive rules.” [Air waatgway College (2013)]

Basil Henry Liddell Hart (1895-1970) was a captainthe British
Army. He was a military theorist and historian,laartof several books such
as The Future of War (1925) andStrategy (1954). His theories of armed
attack laid the foundation of the German Blitzkriggddell Hart, 1939]

The main idea of Liddell Hart is to bring the sétpoinciples of
warfare in an indirect approach to the enemy. Agiogr to him, using the
longest way is usually the most correct from atstia perspective. The
direct approach to the object exhausts the attankdincreases the resistance
on the other side, while the indirect approach eaid$ the enemy violating its
balance. Hart explained that one should not uselid strategy and direct
attacks or long term defensive positions. Instéadiecommended a flexible
defence and room to manoeuvre. [Danchev, 1998disknown thoughts
are “Only short-sighted soldiers underestimate thmeportance of
psychological factors in time of war”, “Originaliig the most important from
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all military virtues”, and “The principles of waould shortly be condensed in
a single word: concentration”.

The American influence on strategic thought

Dennis Hart Mahan (1802-1871), a professor at f&est Point”
trained military leaders for many years. His tertbowritten in 1847
Elementary Treatise on Advance-Guard, Out-Pogt, and Detachment Service of
Troops [National Museum of American History (2013)] is ethfirst
comprehensive scientific work on tactics and sirathat appeared in America.
The advantages of the speed of movement, the arvasienemy territory and
applying final blow are the principles that shasedtrategic vision.

Dennis Mahan advised: “Attack the enemy suddenlgwhe is not
ready to resist” [Air war gateway College (2013jida‘to cause the most
damage to your enemy with at least exposing himse#f military axiom
that cannot be followed only by strangers of thee tgoal — victory”. [Air
war gateway College (2013)]

Admiral Alfred Thayer Mahan (1840-1914), a son daéridis Hart
Mahan, a naval historian and theorist is the auttidrhe Influence of Sea
Power upon History: 1660-1783, written in 1890.

The Influence of Sea Power... is the story of economic and military
rivalry between nations and reveals the stronguérfte of maritime trade
on the formation of wealth and politics of courdrieheir economic and
military growth and prosperity. His ideas are callg the conflict between
Holland, England, France and Spain in thé" Yeéntury and naval wars
between France and Britain in the™®entury, where the British naval
superiority is the basis of victory over France.

The introduction presents the importance of navaiategic
combinations and scope of naval strategy. The dinsipter focuses on the
elements of sea power; advantages of moving amsépoat of goods by
water; the use of naval forces to protect trade; arsd development of the
colonies and the conditions affecting the estabiefit of sea power, includes
geographical location, scope of territory, popolatsize, characteristics of
nations, a policy of individual governments. Froha@ter 2 to Chapter 13
are presented sea wars between th® amd 18 centuries. Chapter 14
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presents elements essential to active naval war,irttportance of bases
abroad, the importance of the supply of resoutbesncreased importance of
the communications, difficulties in sending andereing information in the
sea, and others. [Mahan, 1890]

The mission of the fleet, according to Mahan, igptovide naval
power, while preserving trade between Members audralizing the enemy
fleet. Mahan argued that a transnational consortinat acted to protect
multinational system of free trade might exerciagal superiority. [Mahan,
1890] As a result of his ideas, the United Staigah a major program of
shipbuilding, which displayed them in third placenang the world sea
forces in the 90s of the 2@entury.

Mahan stressed the importance of the individuashaping world
history, extolling traditional values such as “ltiya and “courage” and
declared that “strategy is one that always keepsaitm of the war, and the
purpose of the war is never military, but is alwalitical”. [Air war
gateway College (2013)]

The concept of Colonel John Warden Il — Wardemi&Rings is a
strategy for establishment of political, militarymdaeconomic superiority.
According to him: “If we think strategically, we rauthink of the enemy as
a system composed from multiple subsystems. Weatdhimk strategically
if we focus on a particular element of the enemgtdad, it is necessary to
focus on the totality of our enemy” and “...As &dgists we must free
ourselves from the idea that the main feature ef war is the clash of
military forces. In strategic war, a clash may leried out, but this is not
always necessary” [Air war gateway College (2013)]

Each system consists of five circles, comprising:

(1) Leadership;

(2) Basic system;

(3) Infrastructure;

(4) Population;

(5) Armed forces.

Each level of the system, circle or “ring” is catesied one of the
centres of the enemy. Warden idea is to attack e&c¢he rings, but the
order to paralyze the enemy’s forces. To optimiee dttacker’ attack must
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attack as many rings as special focus is on thé&receimg, which is the
enemy leadership. This would lead to paralysis ¢hemy as a whole.
[Warden 11, 1995]

Conclusion

In a global context, the strategy is the art andree of developing
and using political, economic, and socio-psychaalgiand information
resources to create effects that protect natioméliaternational interests in
cooperation between all stakeholders — governnimrginess, and society.
At national level, it is a set of specific instrumte of power to achieve the
political goals of the state. Nowadays, the enviment is characterized by
instability, uncertainty, complexity and ambiguity.is always in a state of
dynamic instability and the role of strategy istceert influence on volatility,
to manage uncertainty, simplify complexity and ésalve the ambiguity, so
that the system to be able to survive and devesalf in the ease of chaos.
Therefore, the strategy suggests, predicts, examared assesses the
strategic environment in varying degrees, to madaipuit according to
certain goals.
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Abstract

Adapting marketing principles and concepts to speldted services
and products domain represents a challenge for ggcialist in the field
because of the specific features that are charstterfor the needs,
motivations and consumption process itself.

In order to achieve different quantitative and dtedlve marketing
communication objectives, sports involved orgamrest are developing a
communication mix adapted to the channels usethdygaonsumers. Among
the communication tools used are found also theectlirmarketing
technigues that have had a tremendous developmengdhe last 25 years
and so.

The article will analyze the process of building afficient direct
marketing communication with sport consumers aral ithplications of
using such instruments and tools for the futurevégt of sport related
organizations. Some future research lines are psegaand conclusions are
stated on the matter.

Keywords: direct marketing; sport marketingports loyalty.
JEL Classification: M31, M39, 7229
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Introduction

Direct marketing techniques have been developedused within
the marketing activity in a more functional way lmegng with the 70’s.

In time, it has been developed a fully integratéead marketing
system that was offering for different organizatidhe possibility to have a
personal dialogue with customers and other groupstakeholders (like
supporters, media, administration etc.).

The need for personal contact and communication basn
increasing over time and direct marketing was ableffer a one-to-one
communication meant to supply for information irder to facilitate the
selling process.

This type of communication is encompassing a wategye of media
within direct marketing campaigns directed to spesets of objectives.

The direct marketing process is having not onlydbmmunication
activities but also the creation, development aradntenance of an entire
customer information system for organizations\éte#is grouped under the
customer databases management umbrella.

The current users and the potential ones are ith@lke in the
process. Databases are adapted to the specifibeofotganization, the
customers’ type and the marketing objectives idiexti thus they can have
different levels of complexity from a mere alphabdist of names to an
advanced computer program having the possibiligffier cross-referencing
and in depth checking.

Direct marketing will bring a lot of potential way®r every
organization to have a more efficient marketingtstyy adapted to different
types of products and services and different kofdsonsumption processes.

In case of sports involved organizations, sportdpots and sport
related services require a direct and powerful nefasommunication with
consumers and sport fans. In this context usingctimarketing techniques
can make the difference between a successful comation that stresses a
quick response for the needs of sport consumersarapproach incapable
to deal with the fast changes imposed by compstitord socio-cultural
shifts of lifestyles and consumption cultures.
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The main objectives that an organization can aehtbvough direct
marketing are the creation of a viable relationsth consumers, the
dialogue and immediate sales or transactions. Besilis, organizations
implied in the sports field can maintain a stronguid with their
consumers, sports fans etc., through direct margethannels, responding
to their imperative need to be informed and to havdast feedback
concerning their needs.

Latest achievements in the field of direct markgttiow producers,
players and sports club administrators the po#silid create and manage
different types of customer complex databases alwsitly an impressive
flow of information between these databases anahthe

New achievements in direct marketing — specific tiigs

The constant evolution of direct marketing was deieed by at
least two main streams of influential factors: abcines and business type
ones.

From the point of view of the social field, it cdre considered:
[Tapp, 2005] fragmentation of the society, prokfisosn of media, greater
consumer sophistication, the consumers’ need af@orfr-rom the business
field we may take into account the following: inesed competition, the
need for cost-effectiveness, greater interest gtarner retention and loyalty
from the management point of view, the droppingicad the information
computer processing services.

Taking account of these factors, in present weeraphasize some
trends that are showing the new achievements atidmnarketing:

— The use of QR codes on a large scale (especialgnwie talk
about sports products it can be seen the tremeneffest of these
innovative techniques in campaigns for well-knowraruls like Nike or
Adidas).

— Integration of different sensorial inputs withiretmail packages
(especially smell and touch using different lay&frpaper).

— The use of email messages that have integratednwitiem
video-files using the technology called video impr
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— The use of dimensional mail — being any kind oflrgegater than
75 inches’ box with different shapes and forms.

— The email has become an effective marketing comaoation tool
with 39% return of investment for every dollar sh&8% of the millennials
are checking their emails at least every few hatisgork [Naragon, 2015].

— The organic search will become more and more inapbras
consumers are searching taking account of theiclsdebits, there are over
12 billion web searches only in the US each mohtip{//www.hubspot.
com/marketing-statistics).

— Mobile traffic has overcome the traffic made usidgsktop
computers in ten countries. [Dischler, 2015] Iniadd, mobile devices are
used for 60% of the digital media time in the U&l[&a, & Lipsman, 2014].

— The technology that allows the auto-play featurgidéos within
social media pages makes people to favour morename this kind of
content, as the nowadays society is obsessed pgidsand the quantity of
information also has increased.

— Mobile video advertising grew with 192% in 2014 am@dched
50% from the total worldwide volume of social adrket that will have
19.8 billion dollars by the end of 2015. [Morris@15]

— The so called “personalization” of direct marketmgssages like
the signature of the sales/marketing manager aetiteof a letter is not
effective anymore. Customers are waiting for redbres regarding the
personalization of the marketing communication.

— Facebook groups will become more effective in teahniuilding
a viable platform for news feeds that are relevfanttheir members, not
having the quantity of annoying information thatnarmal individual’s
Facebook feed has.

- An effective method for direct communication isatedd to the
support actions for individual entrepreneurs. Mbrands are taking into
consideration to improve their image through besogportive for different
individual projects of entrepreneurs. These actitoiowed by a direct
communication with the persons supported coulddrg effective in terms
of creating a strong positive social image.
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The importance of direct marketing channels likebiteo media,
mobile apps etc. can be seen from the graphic hedewhe data shows that
total time spent by users with smartphone apps,ilmapps and mobile in
general is increasing, reaching 65% for mobile amll the end of 2015.

This trend is very representative for the evolutioh direct
marketing techniques in present time, this evotutibeing closely
interlinked with the one of information technoloigself. Year after year as
much as the degree of familiarity with the techgglogrows for an
increasingly larger part of consumers, integrabbsuch technology within
direct marketing efforts becomes not only a pofisithut a necessity.

Share of Digital Media Time Spent by Platform
Source: comScore Media Metrix Multi-Platform & Mobile Metrix, U.S., Total Audience
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Figure no. 1. The time spent by users on differerglatforms
Source: Lella, A., Lipsman, A., & Martin, B. (2019)he 2015 US Mobile App Report,
comScore Media Metrix Multi-Platform & Mobile Metri
https://www.comscore.com/Insights/Presentations\Athitepapers/2015/The-2015-US-
Mobile-App-Report

The need to be connected through internet reldtedrels like the
usual email has become so important that has tranefl overnight into a
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social feature of modern consumers. As it can kmn deom an Adobe
research, adults are spending on average 6 hourdageto check emails,
from 30 hours during a work week.

While resting
in lbed

Figure no. 2. The time spent by users on checkingnaiil
Source: Naragon, K. (201%mail, we just can’t get enough, Adobe
campaign studyhttps://blogs.adobe.com/conversations/2015/08!ldiral

Applying direct marketing techniques in the field d sport
services and products

The field of sports, whatever we can consider spadted products
or sport related services or events that are imglya particular sport
practice, is addressed in a particular manner éyrthrketing activity.

And if we further discuss about marketing commuindcaapplied in
the field of sports, we can emphasize that comnatioic principles are the
same as we can encounter in the commercial prodastsbut the execution
of the communication process is different. Theaddhces can rely on the
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fact that not every promotional effort in case @bis is made for a

transactional sale. In many occasions we can tatkitathe effort to change
attitudes, ideas and perceptions over self andsoding reality, lifestyles

etc. — the adoption of sport within the life of samers or the persuasion
related to a specific sport team, club or player et

Another peculiarity of the marketing communicatiefiort within
sport field is the one related to the need of irgggn of all communication
mix instruments into an organic whole. This is reskdoecause sport
consumers are more than involved in long-lastifgti@ships with their
teams, clubs, players etc. The emotions, trustavadtion related values are
at the base of consumption acts within the spdiviac Consumers often
are not seeing themselves as merely consumersmplied actors along
their sport clubs or teams in their activity.

The same is happening with the individual sportscomption, the
activity carried on regular basis needs full demotand commitment from
individuals, personal sport records are consumptiotives along with the
integration of sport into a system of beliefs afestyle.

To build up an effective sports loyalty scheme,amigations in the
field are doing it through a certain stage relgisatess on a long term as it
can be seen in figure no. 3.

Within this process direct marketing techniquesl wé used at a
certain point, more precisely in the social bondgtgge that is implying
developing mutually beneficial relationships betwdlee sport organization
and customers.

In this stage the contact between organizationcastbmer becomes
more personalized and customer databases areaisedd out personalized
birthday cards or holidays cards. As the consumaismove to the third
stage of loyalty, the need for personal contactweeh them and
organization will increase. Along this process, edir marketing
communication will offer the support for a personadl communication.

In sports field, direct marketing will imply as iother fields the
effort to integrate different marketing functionsdaactivities such as market
research, segmentation, targeting, positioning, with the use of direct
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response media channels such as direct mail, tefetivag, interactive TV,
email, etc.

Stage 4. Structural bonding
{Sponsorship agreements, life
member)

1

Stage 3. Social bonding
{personalized communications,
bilateral relationships)

t

Stage 2. Financial bonding
(sales promotion, financial rewards)

i

Stage 1. External sports publics
{sponsors, usual customers)

Figure no. 3. Sports loyalty scheme
Source: Beech, J., & Chadwick, S., eds (200g marketing
of Sport Harlow: Pearson Education Limited, p. 228

Because of the fact that sport consumers are \@gl land less
oriented to brands switching than other categoosiesonsumers in other
product or services related context, direct mankets suitable to support
communication and consumption altogether. In otdeachieve that, every
sport organization can benefit of the advantagéssed by a well-structured
customers’ database. Through a continuous manadgevhéreir databases,
sport organizations can achieve a superior capatity assess the

opportunities and risks from the market.
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Direct marketing techniques can also be used ierai@ minimize
the financial risks that can affect an organizatibn nowadays business
environment and especially when we talk about atspob, team or other
organization implied in sports activity, the effdd continuously monitor
and manage different types of risks is essentiae process to manage
efficiently risks implies their categorization aptbper evaluation. [Militaru
& Chenic, 2012]

The segments of customers that are riskier canelterbmanaged
with the help of a well-structured database. Wi help of databases, sport
organizations can develop four major types of miamgestrategies in order
to maximize their response regarding the customaegds: customer
retention strategy, customer reactivation strategsgduct and service
development strategy, promotion related strateggnplying cross selling
between an existing customer base and a hew one.

The multiple advantages offered by the email bassgdmunication
with the customers’ database are more visible ia field of sport
consumers. Sport organizations can use this chainr@mmunication to
rapidly create customer registration within the aflase, to send
personalized messages to different niche segméntgstomers, to obtain
valuable marketing information from customers ial igme, to offer up-to-
date information about a live sport event etc.

Also, the internet by itself creates a true revolutin the way that
sport marketing is done. With the help of interrsgiort organizations can
improve ticketing for sport events, membership paots, sales dedicated
for merchandise, live broadcasting of events, pkyebiographies
distribution, and even improve the players trainitihgough live video
streaming explanations and to transform their wgbpanto real virtual
selling space and sponsor communication channel.

Conclusions and future research

On a brief, the multiple advantages that directkating techniques
are bringing at the level of sport organization® ¢ summarized as
follows:
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— possibility to reach very easy a great number demial and
actual customers simultaneously;

— possibility to address with coherent and substamiessages to
the sponsors and partners;

- the automation of the members’ registration procedseting and
selling merchandise;

— personalized messages and support for the perselatibnship
between sport organization employees and customers;

— enhancement of the consumption experience of fiperévents;

- better management of sports communities;

— opportunity to leverage influence on opinion lead@mong sport
customers.

Taking account of the last trends related withairearketing future
developments, we can assume that sport producsreices consumption
will be more and more shaped by direct marketirfigiégmce.

Future research in the field can focus on how it loa optimized the
creation and development of sport customer databiaserder to offer all
the information categories needed for sport orgdiuns. As internet and
mobile communication related instruments are bengmmore and more
advanced, development of direct marketing techrsicué imply the use of
these new features to a full extent in order teero#i more personalized
communication experience for customers.
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Abstract

Through the issues presented and analyzed, wetavdmghlight the
overwhelming importance of the recognition procekthe elements in the
financial statements, resulted in the recognitiantecia, more or less
detailed, depending on the chosen normalizatioiméwaork, but which
helps to the accurate positioning of items in timaricial statements and
thus the credibility and relevance of the inforroatcontained therein.

The necessity of normalization process of recogmitif the elements
in the financial statements appeared at differentels of the accounting
referential, and here we refer particularly to theo basic referential: the
international and the American one, which will ctiuge the basis of our
analysis on this paper. The result of the normailmea process of
recognition of the items from the financial statetsehas been the
establishment of the criteria for recognition, whicontribute to proper
positioning of elements in the financial statemethiss giving credibility
and relevance to the information contained therein.

Keywords. the process of recognition of the elements; theega

for recognition.
JEL Classification: M40, M41
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Introduction

The necessity of normalization process of recogmitiof the
elements in the financial statements appeared figreht levels of the
accounting referential, and here we refer partityléo the two basic
referential: the international and the American,omieich will constitute the
basis of our analysis on this paper.

The approach of the process of recognition of the elementsin the
financial statement through various accounting refer ential

The general framework for the preparation and preagon of the
financial statements defines “recognition” as the process of incogbion
in the Balance Sheet or the Profit and Loss Accaofiain article which first
meets the definition of an element, and satistiesfollowing criteria: It is
likely that any future economic benefit associatedenter or leave in/or
from the enterprise; The article has a cost orevadliably measured.

We observed that the requirement of probabilityubfire economic
benefits highlights the definitions of elements,iahhare circumscribed to
the existence of these benefits.

It should be noted that, while respecting the dedfins of elements
is not considered a criterion for recognition ag tAmerican Framework, it
still remains the essential condition in recognizian element in the
Balance Sheet or the Profit and Loss Account.

IASB also states that an element which possesseseskential
characteristics, but that does not meet the aitien recognition, can bring
information in the Annex to the Financial Statenserffuch information
becomes relevant when knowledge of these elementsnsidered useful
for assessing the financial position, performancéd the evolution of the
financial position.

At the same time, the criteria for recognition itlwas the interplay
between an element that meets the definition ared dtiteria for an
ascertained fact (for example, an asset) to autoatigtassume the finding
of another element (for example income or a lighiliAlso, IASB states
that an element which at a certain moment doesmest the criteria for
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recognition in the financial statements can satibise criteria later, as a
result of subsequent events and circumstances.

The American conceptual framework

On the other handhe American conceptual framework places a
strong emphasis on the recognition process of temeants in financial
statements, in this sense leaving a distinct siractithin the conceptual
framework, namelySFAC 5 “Recognition and assessment in financial
statements of commercial companieSFAC5 defines recognition as the
process of incorporating an element in the findnsti@ements, an element
that meets certain criteria for recognition, theoirporating of an item in the
financial statements involving both a descriptinel aumeric form, as in the
case of IASB Framework.

It should be noted that the criteria for recogniti@f an element
proposed by the FASB in the financial statemergsfar more detailed than
those required by the IASB, but these criteria ninesapplied in the limits
imposed by the relationship cost-benefit and maligyilevel.

The criteria for recognizingtatesThe definitionsan element to be
recognized in the financial statements must firesetthe definitions set out
in SFAC6 “Elements of financial statements”The assessment
(measurement)information corresponding to that item shoulduseful for
decision-making by user3he credibility (reliability) information relating
to the item must be sincere (true), verifiable aadtral.

However, SFACS states that the recognition progeskides the
initial recognition, the later modifications and ethun-recognition
(elimination from the financial statements of telment).

The IASB Framework establishes as first criteria iecognition —
the concept of probabilitylt is used in conjunction witthe uncertainty
level in which the future economic benefits associatéith whe item will
affect the benefits or losses.

The evaluation of uncertainty level refers at thd@orimation
available at the time when the financial statemargésdrawn up.

To understand the concept presentib@, correlation probability-
uncertainty presentshe following examplewhen a claim is likely to be
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charged is justified, in the absence of any evidetuc the contrary (and
therefore virtually no uncertainty) and the clasrecognized as an asset.

In the event that the number of claims is higls fquite probable (so
it feels a slight increase in the degree of prdidgpithat some claims
cannot be cashed, so the appearance of a certaunawf not receiving the
money (in conjunction with a slight increase of tinecertainty level), a
situation where the economic benefits of recogizuil be reduced.

On the other hand, the American conceptual framkevdaes not
define a distinct concept of probability among tnieria for recognition,
but this is induced by the definitions of the eleseset by the framework
for the following elements that will be recognized the financial
statements.

The second condition that an element must satestyet recognized
in the financial statements, a condition which da@& found in both
referential, more or less detailed, is that thenitaust have cost or value
that can be measured reliably

This concept is shown in more details in the Ansriframework,
through the following three characteristics of ttederential: evaluation,
relevance, credibility. The two quality charactecs (relevance and
credibility) come to create the context in whicle tissessment takes place,
in terms of both its nature, by finding the mospiapriate basis for the item
concerned, and in terms of its size, by findingabug that is representative
for the company that presents that element. In ntases the cost or value
must be estimated. The use of reasonable estinmgatas essential part of
preparing the financial statements and does nhten€e their credibility. If
it cannot be made a reasonable estimate, the imat be recognized in
the Balance Sheet or the Profit and Loss Accounthiay be presented in
the Information Notes about that item, especiallyhey are relevant to
assessing enterprise’s financial position, perforeeaor modification of the
financial position.

The concept of probabilityised in the criteria for recognitios
accompanied by a degree of uncertainty about futrenomic benefits
associatedTherefore, we can sakat the assessment of probability level of
generating future economic benefits has a signiicamfluence in the
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recognition process and the correct establishmenam element in the

financial statementsThe bestexamples are the provisions, liabilities and
contingent liabilities,where the degree of probability makes the diffeeen
between these elements.

As a basis of analysis we will use the ruledA% 37 “Provisions,
contingent liabilities and assetsbut alsahe Finance Order no. 1802/2014
regarding the Approval of the Accounting Regulasioon the annual
individual and consolidated financial statements.

The standard states thidie uncertaintyrelated to the chargeability
and the size of the final amount is the one whickkes the difference
between reserves and debts.

According to IAS 37the provisionsare defined adoubtful debtsn
terms of chargeability moment, or the correspondingunt, thus having a
probable character.

What interests us is their correct positioning in the financial
statements for the information to be relevant and credible. This standard
offers the necessary guidance, specifying thatprovisions are recognized
in the balance sheet if these conditions are met: The entity hases@nt
obligation (legal or constructive) resulting fronpast event; It is likely that
an outflow will affect the future economic benefitsorder to honour the
current obligation (there are more changes to happan not to happen),
meaning that the probability of generating futucer@mic benefits is high,
to be noted that this criterion of recognition gsential in positioning the
provision in the balance sheet; The amount of alibig can be estimated
reliably (IAS 37 specifies that only in very rarases cannot be a reliable
estimate of the amount of the obligation).

A contingent liabilityis anobligation likelyto emerge as a result of
past events and whose existence will be confirnmdyg lny the occurrence or
non-occurrence of uncertain future events that nwybe entirely under the
control of the entity, oan obligation incurredin the current past events.
The question that interests us is whether the wgeiit liability can be
recognized in the Balance Sheet, in the conditpasented above. Because
it does not meet all the criteria for recognitionthe sense that: Even if it is
a general obligation of past events; Is not likedst outflow of resources
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which would incorporate future economic benefithéappen, meaning that
the probability of generating future economic bésefs low; and The

amount of obligation cannot be evaluated suffidientedible, under these
conditions in the Notes to the financial statemearts given information

regarding the existence of contingent liabilitiesspecially since the
information generated by it are important in deteiny the financial

position, financial performance and changes irfithancial position.

The current national legislation — the Finance Qrae. 1802/2014
regarding the Approval of the Accounting Regulagioon the annual
individual and consolidated financial statemewlsfines in the same way
these elements and their criteria for recognitiorthie financial statements.
Thus, the order defines the contingent liabilitrethe same manner and states
that they will not be recognized in the Balance éshpust off the Balance
Sheet, being presented in the Explicative Notes. ddntingent liabilities are
assessed continually to determine whether it hesrbe probable an outflow
of resources which incorporates economic benefitben an outflow of
resources, generate by an event considered prgvesmasntingent liability, is
necessary, a debt or a provision will be recognimdtie financial statements
for the period in which this change appeared. Theero clarifies the
conditions under which contingent liabilities ardstidiguished from
provisions, namelyThe provisionsre recognized as liabilities (and recorded
in the Balance Sheet) as they are current liaslitin the Balance Sheet and it
iIs probable that an outflow of resources will beuieed to settle the
obligations;The contingent liabilitiesre not recognized as liabilities (related
information appear in the Explicative Notes) beesdilngy are obligatiorthat
must be possibleo confirm whether the entity has a present obbgathat
may lead to an outflow of resources, or theyamgent obligations but do
not qualify for recognition in the Balance Sheet.

Conclusions

Through the issues presented and analyzed, wetwdighlight the
overwhelming importance of the recognition procesthe elements in the
financial statements, resulted in the recognitioiteda, more or less
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detailed, depending on the chosen normalizatiomdraork, but which
helps to the accurate positioning of items in timaricial statements and
thus the credibility and relevance of the inforraatcontained therein.
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John Maynard Keynes was one of the most influepigabonalities
of the twentieth century. It is considered onehs treators of what today
we call Macroeconomics. He played an important role during tBeetton
Woods Conference in 1944, after which were put up substantial post-
financial institutions such as the World Bank antetnational Monetary
Fund. The economic policy measures he proposedaiedvin the first
decades after World War Il and saw a revival inergcyears due to the
financial crisis of 2008-2009. His works on econocsnhave seen many
editions and have been translated into most laregiag

But Keynes was more than a great economist. Inbibgraphy
dedicated to himUniversal man, instead of a chronological deployment,
Davenport-Hines chose to present seven “lives” efies. Each of these
lives corresponds to a chapter in the book. Thushawee seven chapters:
1. “Altruistic’; 2. “Boy Prodigy”; 3. “Official”; 4. “Public Man”;
5. “Lover”; 6. “Connoisseur”; 7. “Envoy”.

The first chapter, which substitutes the introdumtiputs Keynes
forward as an exemplary figure throughout his whiiie. The second
presents his education at Eton and Cambridge. Weralso learn about the
entrance toCambridge Society Conversazione commonly known as the
“Apostles”, a community that has overwhelminglylirginced him.

In the third chapter is followed Keynes’ rise agowernment official
and his activities especially during the First Vdowar and immediately
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after it. The fourth chapter focuses on other Keynes’ aaii economist,
journalist, editor and teacher.

The next chapter deals with Keynes’ love life. We given many
homosexual liaisons in the first part of his likt also the surprising love
and marriage with dancer Lydia Lopokova.

Chapter six presents a Keynes who believed thategnas not an
end in itself but a means to a good life. This meatiecting artistic works,
setting up an impressive library which containechyneare books, creation
of the Cambridge Arts Theatre, as well as participation in various
committees of patronage of the arts.

Finally, the last part presents Keynes’ role in tlegotiations that
founded the post-war economic order, exhaustingtreggons that took part
in his untimely death.

What can be accused of Davenport-Hines is too nemephasis put
on his love affairs (Chapter 5 — “Lover” is the ¢mst) and too little set on
the economic ideas of the character. The reporiedses do not mean that
this book shouldn’t be reatdniversal man attempts by the seven instants of
Keynes’ life to present the man, as well as tharenment that led to the
development of his revolutionary ideas. And it hosticceeds.
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